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BLANKENSHIP CPA GROUP, PLLC

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
The Rachelie Center and Subsidiary

Report on the Financlal Statements

We have audited the accompanying consoiidated financial statements of The Rochelle Center (a nonprofit
organization} and Subsidiary (coilectively the “Center”), which comprise the statement of financiai position as
of June 30, 2013, and the related statement of activities, functional expenses, and cash fiows for the year then
ended, and the reiated notes to the conseiidated financiai statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with accounting principies generaliy accepted in the United States of America; this inciudes the
design, impiementation, and malntenance of intemai control reievant to the preparation and fair presentation of
consoiidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financiai statements based on our audit. We
conducted our audit in accordance with auditing standards generaliy accepted in the United States of America
and the standards appiicable to financiai audits contained in Government Auditing Standards, issued by the
Comptrolier Generai of the United States. Those standards require that we plan and perform the audit to obtain
reasonabie assurance about whether the consolidated financlal statements are free from material
misstatement.

An audit invoives performing procedures to obtain audit evidence about the amounts and disclosures in the
consoildated financiai statements. The procedures selected depend on the auditors’ judgment, inciuding the
assessment of the risks of material misstatement of the consoiidated financial statements, whether due to fraud
or error. in making those risk assessments, the auditor considers intemal control reievant to the Center's
preparation and fair presentation of the consoiidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Center's intemal controi. Accordingly, we express no such opinion. An audit aiso inciudes evaluating the
appropriateness of accounting poiicies used and the reasonabieness of significant accounting estimates made
by management, as well as evaiuating the overall presentation of the consoiidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Oplinlon

In our opinion, the consoiidated financiai statements referred to above present fairly, in ail material respects,
the financial position of The Rocheiie Center and Subsidiary as of June 30, 2013, and the changes in its net
assets and its cash flows for the year then ended in accordance with accounting principles generaily accepted
in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have aiso issued our report dated October 1, 2013, on
our consideration of The Rocheiie Center and Subsidiary's intemal controi over financial reporting and on our
tests of its compliance with certain provisions of iaws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of intemai controi over financial
reporting and compiiance and the results of that testing, and not to provide an opinlon on internal controi over
financial reporting or on compllance. That report is an integrai part of an audit performed in accordance with
Government Auditing Standards in considering The Rochelle Center and Subsidiary's internal controi over
financtal reporting and compliance.

109 WESTPARK DRIVE « SUITE 430 « BRENTWOOD, TN 37027-5032 » 615-373-3771 » FAX 615-377-4915



INDEPENDENT AUDITORS' REPORT (CONTINUED)

Other Matter

The consolidated financiai statements of The Rochelie Center and Subsidiary as of June 30, 2012, were
audited by other auditors whose report dated August 24, 2012, expressed an unquaiified opinion on those
statements.

Elbbirship COE o, Pris

October 1, 2013



THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2013 AND 2012

ASSETS
2013 2012
Current Assets:
Cash $ 269,195 544,620
Receivables, net of allowance for doubtful
accounts of $3,200 and $500, respectively 325,202 307.311
Inventory - 3,669
Prepaid expenses 23,568 27,894
Total current assets 617,965 883,494
Property and Equipment:
Land 41,051 41,051
Buildings 2,419,201 2,393,668
Leasehold improvements - 20,446
Equipment 1,326,944 1,377,157
3,787,196 3,832,322
Less: accumulated depreciation (2,648,371) (2,535,639)
Total property and equipment, net 1,138,825 1,296,683
Assels Whose Use is Limited:
Cash - restricted by the donor 22,000 22,000
Investments - Community Foundatlon of Middle TN 7,290 6,435
Cash - designated by the board of directors 300,000 300,000
Buildings 204,269 229,802
Total assets whose use is limited 533,559 558,237
Total assets $ 2,290,349 2,738,414

The accompanying notes are an integral part of these consolidated financial statements.
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THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION (CONTINUED)
JUNE 30, 2013 AND 2012

LIABILITIES AND NET ASSETS
/ 013 2012
Current Liabilities:
Current installments of long-term debt 5 360,132 $ 320,239
Accounts payable 59,773 51,804
Accrued expenses 110,628 107,693
Total current liabilities 530,533 479,736
Long-term debt, net of current installments - 358,685
Total liabilities 530,533 838,421
Net Assets:
Unrestricted:
Undesignated 1,226,257 1,341,756
Board-designated 300,000 300,000
Total unrestricted net assets 1,526,257 1,641,756
Temporarily restricted 226,269 251,802
Permanently restricted 7,290 6,435
Total restricted net assets 233,559 258,237
Total net assets 1,759,816 1,899,993
Total liabilities and net assets $ 2,290,349 $ 2,738,414

The accompanying notes are an integral part of these consolidated financial statements.
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THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

— i e —  —————————
_——eeee—,—,—— e /s

The accompanying notes are an integral part of these consolidated financial statements.
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Temporarily Permanently
Unrestricted Restricted Restricted 2013 2012
Support and revenues:
Contributions $ 20,275 $ - $ - $ 20,275 $ 10,552
Unlted Way 34,673 - - 34,673 34,022
Government grants and contracts 2,715,591 - - 2,715,591 2,504,398
Supported employment 9,241 - - 9,241 8,984
Program fees 34,269 - - 34,269 6,165
Residential income 163,070 - - 163,070 134,860
Workshop sales 323,241 - - 323,241 467,509
Freight revenue 10,313 - - 10,313 11,455
Special events 179,272 - - 179,272 26,006
Interest and investment income, net 333 - 908 1.241 3,008
Miscellaneocus 657 - - 657 19,467
Net assets released from restrictions 53 - {53) - -
Total support and revenues 3,490,988 - 855 3,491,843 3,226,427
Expenses:;
Program services:
Developmental services 568,109 - - 568,109 499,390
Residential services 1,487,781 - - 1,487,781 1,364,464
Production center 728,418 - - 728,418 1,034,222
Supported employment 346,794 - - 346,794 168,985
Total program services 3,131,102 - - 3,131,102 3,067,061
Supporting services:
Management and general 377,582 - - 377,582 350,995
Fundraising 123,336 - - 123,336 12,331
Total supporting services 500,918 - - 500,918 363,326
Total expenses 3,632,020 - - 3,632,020 3,430,387
{Decrease) increase in net assets (141,032) - 855 {140,177) (203,960)
Net assets - beginning of year 1,641,756 251,802 6,435 1,899,993 2,103,953
Reclassification 25,533 (25,533) - - -
Net assets - end of year $ 1,526,257 $ 226,269 3 7,290 $ 1,759,816 $1.899,993

—— —  ——;————————
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THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

Cash flows from operating activities:
Decrease in net assets

Adjustments to reconcile decrease in net assets

to net cash provided (used) by operating activities:

Depreciation
Impairment loss
Allowance for doubtful accounts
Assets whose use is limited
Changes in:

Accounts receivable

Inventary

Prepald expenses

Accounts payable

Accrued expenses

Total adjusiments

Net cash provided (used) by operating activities

Cash flows from investing activities:
Proceeds from rmaturities
Purchases of equipment
Net cash provided by Investing activities

Cash flows from financing aclivities:
Payments on long-term debt
Net cash used by financing activities
Net (decrease) increase in cash
Cash - beginning of year

Cash - end of year

Supplemental Cash Flow Information:
Interest paid during the year
Noncash restrictions released

2013 2012
$ (140,177) $ (203,960)
166,521 182,145
16,871 -
2,700 (18,732)
(855) 8,204
(20,592) 50,888
3,669 897
4,326 8,417
7,969 (56,509)
2,935 15,407
183,544 190,717
43,367 (13,243)
- 221,604
- (2,093)
- 219,601
(318,792) (19,197)
(318,792) (19,197)
(275,425) 187,161
544,620 357,459
$ 269,195 § 544,620
$ 22597 % 36,279
$ 25,533 5 25,533

The accompanying notes are an integral part of these consolidated financial statements.
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THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

Note 1 — Summary of significant accounting policies

Nature of Activities

The Rachelle Center (the "Center") is a nonprofit organization located in Nashville, Tennessee.
For over 30 years, we have served persons with developmental disabilities and their families,
creating opportunities to develop new skills, enhance independence and increase acceptance as
valued members of their communities. The majority of our revenue is determined by the state
through Medicaid at set reimbursement rates which have remained unchanged since 2005. We
are the sole member of Bagel Works and Perks, LLC (BWP), a nonprofit Tennessee limited
liability company. BWP operated a restaurant in Brentwood, Tennessee, for the purpose of
providing job training for consumers of The Rochelle Center to work in the restaurant industry.
The terms “we” "our" and "us” are also used throughout these notes to the consclidated financial
statements to identify both The Rochelle Center (the "Center”) and its subsidiary Bagel Works
and Perks, LLC. The Rochelle Center ceased the operating activities of Bagel Works and Perks,
LLC on February 22, 2013.

Program Services

The following program services are included in the accompanying consolidated financial
statements:

Developmental Services - To provide meaningful day activities through facilily and
community based services to adults with severe to profound disabilities.

Residential Services - Provide community based supported living homes supporting up to
three adults with severe to moderate iniellectual disabilities. The emphasis of the
program is on normalized, home environment with the consumers assuming household
responsibilities and participation to the extent of their abilities.

Production Center - The production center offers work skill development opportunities on
a variety of contracts from a diverse set of businesses in the Nashville community.
Placement in the work community is designed to advance the skills learned and provide
employment for individuals.

Supported Employment - Offer work and skill development opportunities and a means to
earn training wages for disadvantaged or disabled people who cannot otherwise find
work training programs.

Basis af Praesentation

The accompanying consclidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America. Net assets and revenues, expenses, gains, and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, our net assets and changes
therein are classified and reported as follows:

Unrestricted net assets - Net assets not subject to donor-imposed stipulations.
Temporarily restricted net assets - Net assets subject to donor-imposed stipulations
which may or will be met either by our actions and/or the passage of time. Restrictions

fulfiled in the same accounting period in which the contributions are received are
reported in the Consolidated Statements of Activities as unrestricted.

10



THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
JUNE 30, 2013 AND 2012

Note 1 — Summary of significant accounting policies (continued

Basis of Presentation {continued)

Permanently restricted net assets - Net assets subject to permanent donor-imposed
stipulations. Generally, the donors of these assets permit us to use all or part of the
income earned on any related investments for general or specific purposes.

Cash and Cash Equivalents

For purposes of the Consolidated Statements of Cash Flows, we consider all investment
instruments purchased with original maturities of three months or less to be cash
equivalents. At June 30, 2013 and 2012, there were no cash equivalents.

Principles of Consolidation

Our consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the United States of America. We consolidate all entities
controlled by ownership of a majority voting interest. As of June 30, 2013 and 2012 the
Center owns 100% of BWP, all activities of BWP have been consolidated, and all inter-
company transactions have been eliminated in accordance with accounting principles
generally accepted in the United States of America.

Accounts Receivable

We record receivables from promises to give when they are pledged. For the years
ended June 30, 2013 and 2012 there were no pledges included in accounts receivable.
Bad debts are recognized on the allowance method based on historical experience and
our evaluation of outstanding accounts. An allowance of $3,200 and $500 has been
made for the years ended June 30, 2013 and 2012, respectively.

Inventory

Inventory is recorded at the lower of cost (first-in, first-out method) or market.

Property and Equipment and Depreciation

Property and equipment are recorded at cost or, if donated, at the estimated fair market
value at the date of donation. Depreciation is provided utilizing the straight-line method
over the estimated useful lives of the respective assets. Our capitalization policy is to
capitalize any expenditure over $500 for any land, building, and equipment purchased.
Expenditures for repairs and maintenance are charged to expense as incurred.

Property and equipment donated with explicit restrictions regarding their use and
contributions of cash which must be used to acquire property and equipment are reported
as restricted contributions. Absent donor stipulations regarding how long the donated
assets must be maintained, we report expirations of donor restrictions when the donated
or acquired assets are placed in service and also reclassify the temporarily restricted net
assets to unresiricied net assets concurrently.

11



THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013 AND 2012

Note 1 — Summary of significant accounting policies {continued)
Property and Equipment and Depreciation (continued)

A portion of the property and equipment is subject to the reversionary interest held by
various governmental units in the assets, as well as any proceeds from their disposition
through certaln dates in the future, typically 15 years from the date of acquisition.

Income Tax Status

We are a tax-exempt organization under Section 501(c)3) of the Internal Revenue Code,
and we are classified as an organization that is not a private foundation as defined in
Section 509({a) of the Internal Revenue Code. Therefore, no provision for federal income
taxes is included in the accompanying consolidated financial statements. We are the sole
member of Bagel Works and Perks, LLC, which is a nonprofit Tennessee limited liability
company and is exempt from Tennessee Franchise and Excise tax. The Internal
Revenue Service considers BWP to be a disregarded entity.

A tax position is recognized as a benefit only if it is "more likely than not" that the tax
position would be sustained in a tax examination, with a tax examination being presumed
to oceur.

Functional Allocation of Expenses

The costs of providing program services and supporting services have been summarized
on a functional basis in the Consolidated Statements of Activities. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires us to make
estimates and assumptions affecting certain reported amounts and disclosures. Actual
results could differ from those estimates.

Revenue Recognition
We recognize fee income in the period in which services are provided to consumers
based on a contractual rate per client, per day. The majority of our fee income is from the
State of Tennessee. Rates paid to us are determined by the State of Tennessee per
client based on the level of care required. There have been no rate increases since 2005.

Reclassifications

Certain reclassifications of prior year amounts have been made to conform to the current
year presentation,

12



THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013 AND 2012

NOTE 2 - Accounts Receivable

At June 30, 2013 and 2012, we were due the following amounts:

2013 2012
Production coniracts $ 45,248 $ 40,305
Tennessee Department of Intellectual Disabllities Services 252,272 236,385
Residential 30,482 26,495
Special events 400 -
Bagel Works - 4,626

328,402 307,811
Less: allowance for doubtful accounts {3,200) {500)

$ 325,202 $307,311

NOTE 3 - Net Assets

At June 30, 2013 and 2012, the Board of Directors has designated $300,000 in net assets and cash to be
used for future building and equipment purchases and repairs.

Also, at June 30, 2013 and 2012, we held assets whose use was temporarily restricted by donors or
grantors as follows:

2013 2012
Residential Program - Buildings purchased with THDA grant  § 204,269 § 229,802
Sensory garden 22,000 22,000
$ 226,269 3 251,802

Also at June 30, 2013 and 2012, the Community Foundation of Middle Tennessee, a non-profit
organization, is in control of an endowment fund for The Rochelle Center, The Foundation has ultimate
authority and control over all property of the fund and the income derived there from; however, the
endowment is considered to be a reciprocal transfer and is therefore recorded as a permanently restricted
asset on the Consolidated Statements of Financial Position of the Center. The balance of the fund at
June 30, 2013 and 2012, was $7,290 and $6,435, respectively.

13



THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013 AND 2012

NOTE 3 — Net Assets {continued)

The activity in the Community Foundation endowment for the Center is as follows:

Balance, beginning of year

Contributions

Interest income
Reallzed gain
Unrealized gain (loss)
Administrative fees
Investment fees

Balance, end of year

NOTE 4 - Accrued Expenses

At June 30, 2013 and 2012 expenses were accrued for the following:

Accrued paid time off

Accrued wages payable

Accrued retirement contribution expense
Deferred revenue

Other accruals

14

2013 2012
$ 6,435 6,063
50 500
113 100
218 55
527 (234)
(28) (25)
(25) (24)
855 372
5 7,290 6,435
2013 2012
$ 30,043 18,577
76,450 72,080
. 5,000
2,750 1,500
1,385 10,536
$ 110,628 107,693




THE ROCHELLE CENTER AND SUBSIDIARY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2013 AND 2012

NOTE 5 — Long-term Debt

Long-term debt at June 30, 2013 and 2012 consists of the following:

First mortgage note payable to U.S. Bank with a maturity of June 2, 2014.
Monthly payments of $1,207 are required based on 238 months amortization
with interest at 5.25%. The note is collateralized by real and personal property
with a net book value of $185,679.

First morigage note payable to U.S. Bank with a maturity of June 2, 2014.
Monthly payments of $338 are required based on 25 years amortization with
interest at 5.25%. The note is collateralized by real and personal property with a
net book value of $99,055.

First mortgage note payable to Avenue Bank with a maturity of April 18, 2013.
Monthly payments of $1,587 were required based on a 5 year amortization with
interest at 5.5%. The note was collateralized by real and personal property.

First mortgage note payable to Avenue Bank with a maturity of March 12, 2013.
Monthly payments of $485 were required based on a 5 year amortization with
interest at 5.5%.

First morigage note payable to an Individual with a maturity of November 2,
2015. Monthly payments of $550 are required, including 5% interest. The
remalning principal amount is due in November 2015. The note is collateralized
by real property with a net book value of $112,610. This note is callable upon
death of the holder of the debt instrument. The Individual dled March 25, 2013
resulting in the note being called,

First mortgage note payable to Avenue Bank with a maturity of December 28,
2013. Monthly payments of $494 are required with interest at 5.5%. The note is
collateralized by real property with a net book value of $103,980.

less: current maturities
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- 72,733
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THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013 AND 2012

NOTE 6 - Lease Aareement

We lease various office equipment and real property under lease arrangements classified as operating
leases. Most of our leases are on a month-to-month or as needed basis. We have one lease with a fixed
term and the payments are $554 payable monthly. This lease expires in September 2013. Total rent
expense for the years ended June 30, 2013 and 2012 was $40,383 and $51,007 respectively.

Future minimum lease payments are as follows:

Year Ending June 30,

2014 $ 1,662

NOTE 7 — Concentrations and Contingencies

Revenue Sources

We receive a substantial amount of our support and revenues from governmental agencies. A significant
reduction in the level of this support may reflect on our future programs and activities. In addition, the
funding received from the governmental agencies is subject to audit and retroactive adjustment by the
governmental agencies. At June 30, 2013 and 2012 there was a concentration of 78% and 77% of total
receivables due from the State, respectively.

Accounts Payable

At June 30, 2013 and 2012, we owed one vendor 24% and 50% of our total accounts payable,
respectively.

NOTE 8 — Retirement Plan

We sponsor a tax-deferred annuity plan ("Plan") under Section 403(b) of the Internal Revenue Code. For
the year ended June 30, 2013, we did not make a discretionary employer match for the Plan. Expenses
for the Plan during the years ending June 30, 2013 and 2012 are $0 and $5,000, respectively.

NOTE 9 — Discontinued Operations

The Center decided to cease the operations of Bagel Works and Perks, LLC (a Tennessee non-profit
limited liability company) as of February 22, 2013. The results of operations for this subsidiary amounted
to a net loss of $13,058 for the eight months ended February 22, 2013. Fixed assets with a net book
value of $31,182 were transferred to the Center's administrative offices. An impairment loss of $16,871
was recognized on the restaurant equipment.
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THE ROCHELLE CENTER AND SUBSIDIARY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2013 AND 2012

NOTE 10 — Subsequent Events

We refinanced our long-term debt that was held by an individual. The debt was callable upon death of
the individual. The individual died on March 25, 2013, and the note was refinanced on August 8, 2013.
The old debt amount of $87,624 was paid in full. The first mortgage note is payable to Regions Bank with
a maturity date of August 8, 2023 and was financed over a ten year term. Monthly payments of $677 are
required, including 4.25% interest. The note is collateralized by real and personal property with a net book
value of $112,610.

We have evaluated subsequent events through October 1, 2013, the date that the consolidated financial
statements were available to be issued.
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AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS




BLANKENSHIP CPA GROUP, PLLC

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

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 of
The Rochelle Center and Subsidiary

We have audited, in accordance with the 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, the consolidated financial statements of The
Rochelle Center and Subsidiary (a nonprofit organization), which comprise the statement of financial
position as of June 30, 2013, and the related statement of activities, functional expenses, and cash flows
for the year then ended, and the related notes to the consalidated financial statements, and have issued
our report therecn dated Qctober 1, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered The
Rochelle Center and Subsidiary’s internal control over financial reporting (internal control) to determine
the audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of The Rochelle Center and Subsidiary’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Center’s internal contro!.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the Center's consolidated financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal contro! that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether The Rochelle Center and Subsidiary's
consolidated financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements, 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 one instance of
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noncompliance or other matters that are required to be reported under Government Auditing Standards
and which is described in the accompanying Schedule of Findings and Responses as item 2013-1.

We noted certain matters that we reported to management of The Rochelle Center and Subsidlary in a
separate letter dated Qctober 1, 2013.

The Rochelle Center and Subslidiary's response to the findings identified in our audit is described in the
accompanying Schedule of Findings and Responses. We did not audit The Rochelle Center and
Subsidiary’s responses and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of Internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Center's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering tha Center's internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

g 7. 4 0.0 (o L Prec

Qctober 1, 2013
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SUMMARY OF AUDITORS' RESULTS

THE ROCHELLE CENTER AND SUBSIDIARY
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE YEAR ENDED JUNE 30, 2013

1. The auditors' report expresses an unqualified opinion on the consolidated financial statements of
The Rochelle Center and Subsidiary.

2. One instance of noncompilance determined during the audit of the consoiidated financial
statements is reported in the Report on Intemal Control Over Financiai Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards.

FINDINGS - FINANCIAL STATEMENT AUDIT

201341

Criteria:

Condition;

Cause:

Effect:

Questioned Cosls:

Perspective Information:

Recommendation:

Management's Response:

The Center is required to maintain documentation of all services
provided and billed for all State contracts.

One day was billed to the State for which the client was absent.

Billing worksheets were prepared based on daily documentation of
attendance for cllents, but the dally notes andlor daily
documentation are not reconciied to these attendance records.

The State was billed for one day that a cilent was not in attendance
or that the daily documentation or notes did not support the amounts
billed.

The State was incomrectly overbilied $169.10. The amount was
calculated using the number of days unsupported by documentation
and the clients’ eligible biliing rates.

We exirapolated the errors found during testing to the population
and found that the potential errors would not materially misstate the
consofidated financial statements of The Rochelle Center and
Subsidlary.

Reconclliation of the dally documentation of attendance and the
daily notes prior to the State billing wili prevent erroneous biilings.

The Rochelle Center utilizes a procedure that should assure
accurate biling information is forwarded to the accounting
department. Attendance is taken daily as clients arrive and then
entered into a database which compiles Information on a
monthly basis. Daily notes prepared by direct care staff are
reviewed by program coordinators and matched against
attendance. Activities outside the agency are noted on separate
documents and forwarded to the receptionist for compilation in
an excel spreadsheet for data entry purposes. Any breakdown in
this process could lead to an error in billing. The Rochelle Center
continues to maintain a 99% or better accuracy in billing.
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THE ROCHELLE CENTER AND SUBSIDIARY
SCHEDULE OF FINDINGS AND RESPONSES (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2013

In connection with our audit of the consolidated financlal statements of The Rochelie Center and Subsidiary,
and as required by the standards applicable to financlal audits contalned in Government Auditing Standards,
issued by the Comptroller Generai of the United States, the status of all prior year audit findings must be
reported. The Rochelle Center and Subsidiary prior audit findings are reported beiow.

PRIOR AUDIT FINDINGS
20121

Condition: Documentation was not found for two days that were billed to the
State. Additionaily, the State was overbilled for one day that was not
billed at the correct amount as documented on the attendance log
and the client notes. The State also was under biiled four days for
which the Rochelle Center provided services.

Effect: The State was billed for a net total of three days that clients were
not In attendance or that the dally documentation or notes did not
support the amounts billed.

Status: Management is exploring computerized methods of tracking

documentation and is working on a permanent solution. Similar
findings were noted in the current year.
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BLANKENSHIP CPA GROUP, PLLC

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT
ON SUPPLEMENTARY INFORMATION

To the Board of Directors of
The Rochelie Center and Subsidiary

We have audited the consolidated financial statements of The Rochelle Center and Subsidiary as of and
for the year ended June 30, 2013, and our report thereon dated October 1, 2013, which expressed an
unqualified opinion on those consolidated financial statements, appears on pages 1-2. Our audit was
conducted for the purpose of forming an opinion on the consolidated financial statements as a whole. The
supplementary information on pages 23-26 is presented for purposes of additional analysis and is not a
required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The information has been subjected to the auditing
procedures applied in the audit of the consolidated financia!l statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in reiation to the consolidated financial statements as a whole.

B bntinsbliy Pbisep, Prie

QOctober 1, 2013
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THE ROCHELLE CENTER AND SUBSIDIARY

CONSOLIDATING STATEMENT OF FINANCIAL POSITION

JUNE 30, 2013

Current Assets:
Cash
Receivables, net of allowance for doubtful
accounts of $3,200 and $500, respectively
Prepaid expenses
Total current assets

Investment in Bagel Works

Property and Equipment:
Land
Buildings
Leasehold improvements
Equipment

Less: accumulated depreciation
Total property and equipment, net

Assets Whose Use is Limited:
Cash - restricted by the donor
Investments - Community Foundation of Middle TN
Cash - designated by the board of directors
Buildings
Total assets whose use is limited

Total assets

23

ASSETS
The Rochelle

Center Bage! Works  Eliminations  Consolidated

$ 269,195 3 - 3 - $ 269,195
325,202 - - 325,202
23,568 - - 23,568
617,965 - - 617,965
41,051 - - 41,051
2,419,201 - - 2,419,201
1,326,944 - - 1,326,944
3,787,196 - - 3,787,196

(2,648,371) - - (2,648,371)
1,138,825 - - 1,138,825
22,000 - - 22,000
7,290 - - 7,290
300,000 - - 300,000
204,269 - - 204,269
533,559 - - 533,559

$ 2,290,349 $ - 3 - $ 2,290,349



THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATING STATEMENTS OF FINANCIAL POSITION (CONTINUED)
JUNE 30, 2013

LIABILITIES AND NET ASSETS

The Rocheile
Center Bagel Works  Eliminations Consolidated
Current Liabilities:
Current instaliments of long-term debt $ 360,132 § $ $ 360,132
Accounts payable £9,773 59,773
Accrued expenses 110,628 110,628
Total current liabilities 530,533 530,533
Long-term debt, net of current installments - E
Total liabilitles 530,533 530,533
Net Assets:
Unrestricted:
Undesignated 1,226,257 1,228,257
Board-designated 300,000 300,000
Total unrestricted net assets 1,526,257 1,526,257
Restricted:
Temporarily restricted 226,269 226,269
Permanently restricted 7,200 7,290
Total restricted net assets 233,559 233,559
Member's equity - -
Total net assets 1,759,816 1,759,816
Total liabilities and net assets $ 2,290,349 $ $ $ 2,290,349
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THE ROCHELLE CENTER AND SUBSIDIARY

CONSOLIDATING STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013

The Rochelle
Center Bagel Works  Eliminations Consolidated
Support and revenues:
Contributions $ 20275 § - 3 - 3 20,275
United Way 14,049 20,624 - 34,673
Government grants and contracts 2,689,491 26,100 - 2,715,5M
Supported employment 9,241 - - 9,241
Program fees 34,269 - - 34,269
Residential income 163,070 - - 163,070
Workshop sales 168,800 154,441 - 323,241
Freight revenue 10,313 - - 10,313
Special events 179,272 - - 179,272
Interest and investment income, net 1,210 K| - 1,241
Miscellaneous 657 - - 657
Total support and revenues 3,290,647 201,196 - 3,491,843
Expenses:
Program services:
Developmental services 568,109 - - 568,109
Residential services 1,487,784 - - 1,487,781
Production center 514,164 214,254 - 728,418
Supported employment 346,794 - - 346,794
Total program services 2,916,848 214,254 - 3,131,102
Supporting services:
Management and general 377.582 - - 377,582
Fundraising 123,336 - - 123,336
Total supporting services 500,918 - - 500,918
Total expenses 3,417,766 214,254 - 3,632,020
Loss of subsidiary 13,058 - (13,058) -
Decrease in net assets (140,177) {13,058) 13,058 {(140,177)
Net assets - beginning of year 1,899,093 94,189 (94,189) 1,899,993
Intercompany transfers - (81,131) 81,131 -
Net assets - end of year $ 1,759,816 $ - § - § 1,759,816
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THE ROCHELLE CENTER AND SUBSIDIARY
CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2013

The Rochelle
Center Bagel Works  Eliminations  Consolidated
Cash flows from operating activities:
Decrease in net assets $ (127119) $ (13,058) % = $ (140,177)
Adjustments to reconcile decrease in net assets
to net cash provided (used) by operating activities:
Depreciation 154,561 11,960 - 166,521
Impalrment loss 16,871 - - 16,871
Intercompany transfers 49,949 (49,949) -
Allowance for doubtful accounts 2,700 - - 2,700
Assets whose use Is limited (855) - - (855)
Changes in:
Accounts receivable 14,404 4,627 (39,623) (20,592)
Inventory - 3,669 - 3,669
Prepaid expenses (1,872) 6,198 - 4,326
Accounts payable 13,418 {45,072) 39,623 7,969
Accrued expenses 9414 {6,479) - 2,935
Total adjustments 258,580 {75,046) - 183,544
Net cash provided (used) by
operating activities 131,471 (88,104) - 43,367
Cash Flows from Financing Activities:
Payments on long-term debt (318,792) - - (318,792}
Net cash used by financing activities (318,792) - - {318,792)
Net decrease in cash (187,321) (88,104) - {275,425)
Cash - beginning of year 456,516 88,104 - 544,620
Cash - end of year $ 269195 § - $ - $ 269,195
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