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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
FiftyForward,

Senior Center for the Arts, Inc.
and The J. B. Knowles Trust
Nashville, Tennessee

We have audited the accompanying consolidated statement of financial position of FiftyForward (a
nonprofit organization), Senior Center for the Arts, Inc. (a nonprofit organization) and The 1. B.
Knowles Trust (a charitable trust) (collectively, “the Organization™) as of June 30, 2011, and the
related statements of activities, functional expenses, and cash flows for the year then ended. These
consolidated financial statements are the responsibility of the Organization’s management. Our
responsibility is to express an opinion on these consolidated financial staternents 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 consolidated financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the consolidated financial statements. An audit also
includes assessing the accounting principles used and the 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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of FiftyForward, Senior Center for the Arts, Inc. and The J. B.
Knowles Trust as of June 30, 2011, 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.

As discussed in Note 13, cash and net assets at June 30, 2010 have been restated to correct certain
errors.

In accordance with Government Auditing Standards, we have also issued our report dated November
14, 2011, on our consideration of FiftyForward, Senior Center for the Arts, Inc. and The 1. B.
Knowles Trust's internal contral over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purposc 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
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performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Our audit was conducted for the purpose of forming an opinion on the basic consolidated {inancial
statements. The schedule of expenditures of federal, state and local awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Such information, as well as the
consolidating schedule of financial position and consolidating schedule of activities, is not a required
part of the basic 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 basic consolidated financial 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 relation to the basic consolidated financial
statements as a whole.

Fecion, e r Fond, 1€

November 14, 2G11



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC. AND
THE J. B. KNOWLES TRUST
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
June 30, 2611

Assets

Current assets:
Cash $ 844,385
Certificates of deposit 1,029,005
Investments 30,572
Accounts receivable 126,041
Grants receivable 204,288
Promises to give 694,462
Prepaid expenses 26,314
Total current assets 2,958,067
Land, building and equipment, net 8,246,695
Conservator trust funds 776,022
Prepaid rent - Bellevue Center 1,735,485
Knowles Trust Fund cash 11,367
Knowles Trust Fund investments 1,752,604
Total assets $ 15,480,240

Liabilities and Net Assefs

Current liabilities:

Accounts payable $ 139,119
Accrued expenses 153,200
Accrued pension plan liability 269,502
Deferred revenue 172,279
Total current liabilities 734,100
Conservaior trust funds 776,022
Tota! liabilities 1,510,122

Net assets:
Unrestricted - undesignated 9,942,044
Temporarily restricted 2,264,103
Permanently restricted 1,763,971
Total net assets 13,970,118
Total liabilities and net assets $ 15,480,240

See accompanying notes.
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC. AND

THE J. B. KNOWLES TRUST

CONSOLIDATED STATEMENT OF ACTIVITIES

Public support and revenue:

Contributions

Grant revenue

Service fees

United Way

Special events

Investment income, net

Membership dues

Ticket sales

In-kind contributions

Other income

Rental income

Net assets released
from restrictions

Total public support
and revenue

Expenses
Program services
Support services
Total expenses

Change in net assets

Net assets - beginning of year
(as restated)

Net assets - end of year

Year ended June 30, 2011
Temporarily  Permanently
Unrestricted Restricted Restricted Total
$ 1,182,665 $ 1247796 $ - $ 1,307.461
974,645 - - 974,645
729,658 - - 729,658
22,180 433,560 - 455,740
409,189 - - 409,189
29,696 - 352,958 382,654
223,608 - - 223,608
200,825 - - 200,825
96,263 - - 96,263
24.671 439 - 25,110
14,154 - - 14,154
1,020,317 (920,317) (100.000) -
4927,871 (361,522) 252,958 4,819,307
4,053,620 - - 4,053,620
926,787 - - 926,787
4,980,407 - - 4,980,407
(52,536) (361,522) 252,958 (161,100)
9,094,580 2,625,625 1,511,613 14,131,218
$ 9,942,044 $ 2,264,103 $ 1,763,971 $13.970,118

See accompanying notes.
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC. AND

THE J. B. KNOWLES TRUST
CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended June 30, 2011

Cash flows from operating activities:
Change in net assets
Adjustiments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation
Amortization of prepaid lease
Realized and unrealized gains on investments, net
Changes in operating assets and liabilities:
Certificates of deposit
Accounts receivable
Grants receivable
Promises to give
Prepaid expenses
Accounts payable
Accrued expenses
Accrued pension plan liability
Deferred revenue

Net cash provided by operating activities
Cash flows from investing activities:
Purchase of equipment
Proceeds from sale of investments
Purchase of investments
Net cash used in investing activities
Cash flows from financing activities:
Knowles Trust Fund proceeds
Knowles Trust Fund purchases
Distributions from Knowles Trust Fund
Net cash provided by financing activities
Net increase in cash

Cash - beginning of year

Cash - end of year

See accompanying notes.
-6-

$ (161,100}

340,691
63,084
(357.681)

343,703
(10,885)
120,488
(36,545)
18,171
24,923
(8,334)
(48,890)
(57,054)

230,571

(52,188)
9,838
(626)

(42,976)

372,824
(372,824)
100,000

100,000

287,595

556,790

$ 844,385




FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activity

FiftyForward provides programs and services designed to keep seniors, 50 years of age and older, it,
healthy, and involved; and to provide social services to enable home bound seniors to remain
independent in their own home as long as possible. Supportive services include fund raising,
management and general expenses not directly identifiable to any program, but indispensable to these
activities and to FiftyForward’s existence.

The J. B. Knowles Trust Fund (the “Trust”™) is a trust established to assist in paying for the operating
expenses of FiftyForward’s Knowles Senior Center. FiftyForward and the Trust Fund are governed
by the same board of directors.

In September 2004, FiftyForward’s Board of Directors approved the by-laws and board members for
the Senior Center for the Arts, Inc. (“SCA™), a non-profit organization created to support art
programs. FiftyForward’s board of directors appoints the board of SCA and has an economic interest
in SCA.

Principles of Consolidation

FiftyForward, the Trust and SCA, collectively (“the Organization™), are included in the
accompanying consolidated financial statements. All significant inter-entity transactions and
balances have been eliminated in consolidation.

Financial Statement Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles in the United States of
America as prescribed for not-for-profit organizations. Accordingly, net assets of the Organization
and changes therein are classified and reported as follows:

Unrestricted net assets

Undesignated — Net assets that are not subject to donor-imposed stipulations or designated by
the Organization’s Board.

Designated — Net assets designated by the Organization’s Board for particular purposes.



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation (Continued)

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 statements of activities as net assets released from restrictions. Contributions
which are restricted for specific programs are reflected as unrestricted revenue if these funds are
received and spent in the same fiscal year.

Permanently restricted net assets — Net assets subject to donor imposed stipulations that they
be maintained permanently by the Organization. Generally, donors of these assets permit the
Organization to use all or part of the income earned for general or specific purposes.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an original maturity when purchased
of three months or less to be cash equivalents.

Unconditional Promises to Give

Contributions are recognized when a donor makes an unconditional promise to give to the
Organization. Contributions that are not restricted, or are restricted by the donor and the restriction
expires during the fiscal year, are reported as increases in unrestricted net assets. Al other
contributions are reported as increases in temporarily or permanently restricted net assets.
Management considers all unconditional promises to give to be fully collectible at June 30, 2011.
Accordingly, no allowance for doubtful accounts has been recorded in the accompanying statement
of financial position.

Acconnts Receivable

Accounts receivable are stated at their net realizable value. It is the opinion of management that all
accounts receivable at June 30, 2011 are collectible.

Land, Building and Equipment

The Organization capitalizes all expenditures for land, building and equipment in excess of $5,000.
Land, building and equipment are carried at cost or, if donated, at the approximate fair value at the
date of donation. Depreciation is computed on a straight-line basis over the estimated useful life of
assets.



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Invesiments

The Organization accounts for investments in accordance with Financial Accounting Standards
Board Accounting Standards Codification (“FASB ASC™) guidelines for not-for-profit organizations.
Under these guidelines, investments in marketable securities with readily determinable fair values
and all investments in debt securities are reported at their fair values in the statements of financial
position. Investment income and realized and unrealized gains and losses are reported as changes in
unrestricted net assets unless the use of income has been restricted by the donor. See Note 2 for
additional information on fair value measurements.

Estimates

The preparation of consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that aftect the
reported amounts of assets and liabilities and disclosure of contingent assels and liabilities at the date
of the consolidated financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Income Taxes

FiftyForward and SCA are a not-for-profit organizations that are exempt from income taxes under
Section 501(c)(3) of the Internal Revenue Code. The Trust is a charitable trust and is exempt from
federal income taxes. Accordingly, no provision for income taxes has been made.

The Organization follows FASB ASC guidance concerning the accounting for income taxes
recognized in an entity’s consolidated financial statements. This interpretation prescribes a minimum
probability threshold that a tax position must meet before a financial statement benefit is recognized.
The minimum threshold is defined as a tax position that is more likely than not to be sustained upon
examination by the applicable taxing authority, including resolution of any related appeals or
litigation processes, based on the technical merits of the position. The tax benefit to be recognized is
measured as the largest amount of benefit that is greater than fifty percent likely of being realized
upon ultimate settlement. The guidance must be applied to all existing tax positions upon initial
adoption. The Organization has not recognized any tax related interest and penalties in the
accompanying consolidated financial statements. Federal tax years that remain open for examination
include the years ended June 30, 2008 through June 30, 2011.



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Donated Goods and Services

The value of donated goods and services meeting the criteria for recognition are recorded as in-kind
contributions, with the corresponding expenses recorded, when the fair values of the goods and
services are available.

Deferred Revenue

Income received from advance service and program fees are deferred and recognized when earned.

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional
basis in the consolidated statement of activities and in the consolidated statement of functional
expenses.  Accordingly, certain costs have been allocated among the programs and supporting
services benefited.

Restricted Endowment Funds

The Uniform Prudent Management Institutional Funds Act (“UPMIFA™) was enacted in Tennessec
effective July I, 2007. The FASB ASC provides guidance on the net asset classification of donor-
restricted endowment funds for a nonprofit organization that is subject to an enacted version of
UPMIFA. The guidance requires that the amount of permanently restricted net assets cannot be
reduced by losses on investments of the funds or by an organization’s expenditures {rom the fund
unless the donor required the gift to be held in specific investments. 1t also requires disclosure of a
description of the governing board’s interpretation of the law that underiies the organization’s net
asset classification of donor-restricted endowment funds, a description of the organization’s policies
for the appropriation of endowment assets for expenditures (its endowment spending policies), a
description of the organization’s endowment investment policies, and additional disclosures not
previously required. These disclosures are provided in Note 9.

Subsequent Events

The Organization evaluated subsequent events through November 14, 2011, when these consolidated
financial statements were available to be issued. The Organization is not aware of any significant
events that occurred subsequent to the consolidated statement of financial position date but prior to
the filing of this report that would have a material impact on the accompanying consolidated
financial statements.

-10-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 2 — FAIR VALUE OF INVESTMENTS

The Organization has adopted the provisions of the Fair Value Measurement Topic of the FASB
ASC. This guidance establishes a framework for measuring fair value for financial assets and
financial liabilities. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in actives markets for identical assets (fevel 1 measurements) and the
lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value
hierarchy are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Organization has the ability to access.

Level 2 Inputs to the valuation methodology include:
¢ Quoted prices for similar assets or liabilities it active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
s Inputs other than quoted prices that are observable for the asset or liability;
e Inputs that are derived principally from or corroborated by the observable market data
by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Organization believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result
in a different fair value measurement at the reporting date.

The fair value of level | assets was determined by obtaining quoted market prices in active markets.
Investments held by the J.B. Knowles Trust represent units of ownership in certain common trust
funds owned by the Diversified Trust Company. The Organization values these investments as Level
2 because the specific units held do not have quoted prices and are not traded on an active market.

11-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 2 —- FAIR VALUE OF INVESTMENTS (Continued)

Investments of the Organization are stated at fair value as of June 30, 2011 and consist of the
following:

Level 1 Level 2 Level 3 Total

Mutual funds:

Moderate allocation $ 11,716 $ - $ . $ 11,716

High yield bond 6,526 - - 6,526

Large blend 4,967 - - 4,967

Large growth 4,074 - - 4,074

Diversified emerging markets 3.289 - - 3.289
Total mutual funds 30.572 - - 30.572
Common trust funds (held in 1. B.

Knowles Trust):

Equity funds - 973,756 - 973,756

Fixed income funds - 643,536 - 643,536

Multi-strategy funds - 135,312 - 135,312
Total common trust funds - 1.752.604 - 1,752,604
Total investments $ 30572 0% 1,752,604 % - $ 1.783.176

The following schedule summarizes the investment return at June 30, 2011:

Interest and dividends b 74,106
Realized and unrealized gains 308.548
§ 382,654

NOTE 3 - PROMISES TO GIVE

Promises to give consist of the following at June 30, 2011:

United Way allocation $ 433,560
FiftyForward Endowment 105,402
Foundation and other 100,500
Capital Campaign pledges 55.000

h) 694,462

_10-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 3{, 2011

NOTE 4 — LAND, BUILDING AND EQUIPMENT

Land, building and equipment consists of the following at June 30, 2011:

Land $ 575,000
RBuilding and improvements 10,831,480
Construction in progress 53,348
Furniture and equipment 1,234,303
Vehicles 397.709
13,091,840

Less accumulated depreciation (4.845.145)
$  8.246,695

Construction in progress consists of architectural fees for the proposed renovations at the Donelson
Center and Senior Center for the Arts, Inc.

NOTE 5~ PREPAID RENT

During the year ended June 30, 2007, FiftyForward paid for construction and renovation at the
YMCA Bellevue Center. FiftyForward leascs space but does not own the real estate or building
where the YMCA Bellevue Center was built. Expenses relating to the construction have been
classified as prepaid rent. The lease agreement has an initial term of 20 years with a right to
automatically extend for not more than 4 consecutive periods of 5 years each unless FiftyForward
provides notification of termination. The future lease expenses are:

For the year

Ending
2012 . h) 67,820
2013 70,715
2014 73,804
2015 77,101
2016 80,619
Thereafter 1,365,426

$ 1735485
NOTE 6 - EMPLOYEE PENSION PLANS

The Organization has an IRS Section 403(b) tax sheltered annuity plan, a defined contribution money
purchase pension plan and a defined benefit pension plan. Employees may voluntarily contribute to
the tax sheltered annuity plan. The Organization does not make any contributions to this plan.

-13.



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 6 - EMPLOYEE PENSION PLANS (Continued)

The Organization also has an IRS Section 401 (k) defined contribution retirement plan. Eligibility for
participation in the plan are attainment of age 21 and completion of one year of service in which
1,000 hours of service is completed. Participants become fully vested after five years of service.
The plan allows for voluntary contributions by employees and provides for employer contributions at
the discretion of the Board of Directors. The Organization contributed $107,133 to this plan in the
year ended June 30, 2011.

In January of 1975, the Organization established an employer paid defined benefit pension plan. As
a result of establishing the defined contribution plan discussed previously, participation in the
defined benefit plan is limited to those employees employed prior to June 30, 1992. All participants
and all benefits in the defined benefit plan are 100% vested. The benefits are based on an
employee’s years of service and annual pay. The funding of this defined benefit plan is based on
actuarial determination using the aggregate cost method which spreads the cost of projected benefits
over the employees® aggregate projected future compensation.

For employees who are participants in both the defined benefit plan and the defined contribution
plan, any amount determined to be due to an employee under this defined benefit plan is determined
as the minimum pension benefit. 1f the pension under the defined contribution plan exceeds the
minimum pension benefit, then the employee will only receive the defined contribution plan benefit.
If the defined contribution plan benefit is less than the minimum pension benefit, then the defined
benefit pension plan makes up the difference so that the employee’s pension plan is equal to the
minimum pension benefit. Shown below is the funded status of the defincd benefit plan and amounts
recognized in the Organization’s consolidated statement of activities:

Service costs $ -
Interest cost 38,371
Expected return on plan assets (26,761)
Net asset gain during the period deferred 32,467
Amortization of net gain 8,344
Net periodic pension expense b 52421
Discount rate 6.14%
Rate of compensation increase 4.00%
Expected rate of return on plan assets 7.00%
Measurement date 7/1/2010
Accumulated benefit obligation $ 726,084

-14-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30,2011

NOTE 6 —- EMPLOYEE PENSION PLANS (Continued}

Change in projected benefit obligation:

Benefit obligation at beginning of ycar $ (663,167)
Service cost -
Interest cost (38,371)
Actuarial gain (76,134)
Benefit paid 51,588
Benefit obligation at end of year §  (726,084)

Change in Plan assets:
Plan assets at beginning of year $ 405,942
Expected return on plan assets 26,761
Benefits paid (51,588)
Employer contribution 43,000
Gain 32.467
Plan assets at end of year s 456,582

Reconciliation of funded status:
Funded status at end of year $ (318,392)
Pension expense (19,954)
Employer contribution 43,000
Gain 25,844
Prepaid benefit cost ¥ (269,502

Disclosure information for fiscal year ending June 30, 201 1:

Change in unrecognized gain {loss):
Unrecognized gain at beginning of year $ 239,097
Recognized loss (8,344)
(Gain) loss due to actuarial experience -
(Gain) loss due to changes in actuarial assumptions .
Gain due to assets 43.667
Unrecognized gain b 274,420

NOTE 7 - CONSERVATOR TRUST FUNDS

As a result of a court order naming the Organization conservator, trust accounts are established for

the purpose of receiving income and paying personal expenses of individuals that are the subject of

the court order. All of the trust funds, except for one account which is in two brokerage accounts, are

deposited in federally insured banks and credit unions. None of the individual trust fund bank

accounts exceeded the $250,000 Federal Deposit Insurance Corporation (“FDIC”} at June 30, 2011.
-15-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 8 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are restricted for the following purposes or periods at June 30, 2011:

Deonelson Capital Campaign $ 1,659,261
United Way pledges 433,560
FiftyForward Endowment pledges 105,402
Capital Campaign pledges 55,000
CNM grant remainder 8,582
Martin Center van 2.298

$  2264,103

NOTE 9 - PERMANENTLY RESTRICTED NET ASSETS

The Organization became the trustee of The J. B. Knowles Trust during the fiscal year ended June
30, 2003. A court order approved the transfer of The J. B. Knowles Trust to the Organization from
the former trustee, the Mayor of Nashville. The principal in The J. B. Knowles Trust Fund is
permanently restricted subject to the following provisions. Annually, the Organization has the
unrestricted use of The J. B. Knowles Trust Fund's net investment income or 5% of the trust fund
balance, whichever is greater. If this annual amount is less than $40,000, the Organization can
encroach upon the principal balance up to a minimum of $40,000. However, any encroachment
decreasing the principal balance by more than 10% must be approved by the court. Based on these
provisions, the initial balance that was transferred to the Organization is reported as a permanently
restricted net asset. During the year ended June 30, 2011 based on the provisions discussed above,
the Organization received $100,000 from the Trust which approximated 5.7% of the trust fund
balance at June 30, 2011, The J.B. Knowles Trust Fund net investment income for the year ended
June 30, 2011 totaled $352,958.

Interpretation of Relevant Law

The Board of Trustees of the Organization has interpreted the UPMIFA as requiring the preservation
of the fair value of the original gift as of the gift date of the donor-restricted endowment funds absent
explicit donor stipulations to the contrary. As a result of this interpretation, the Organization
classifies as permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund. The remaining portion of the
donor-restricted endowment fund that is not classified in permanently restricted net assets is
classified as temporarily restricted net assets until those amounts are appropriated for expenditure by
the Organization in a manner consistent with the standard of prudence prescribed by UPMIFA.
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 9 - PERMANENTLY RESTRICTED NET ASSETS (Continued)

2011 Endowment Net Asset Composition by Type of Fund as of June 30, 2011:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor restricted
endowment funds $ - $ - $ 1.763.971 $ 1.763,971
Total h) - A - $ 1.763.971 § 1,763,971
Temporarily Permanently
Unrestricted Restricted Restricted Total
Endowment net assets,
beginning of year $ - $ - $ 1,511,013 $ 1,511,013
Income - - 352,958 352,958
Release - - (100,000) {100.000)
Endowment net assets,
end of year A - b - $ 1,763.971 $ 1,763,971

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Organization to retain as a
fund of perpetual duration. No endowment funds had fair values below the level that the donor or
UPMIFA required at June 30, 2011.

Endowment Investment Policy and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide stable source of perpetual financial support by its endowment while seeking to preserve the
purchasing power of the endowment assets. Endowment assets include those assets of donor-
restricted funds that the Organization must hold in perpetuity or for a donor-specified period, as well
as amounts designated by the Board of Directors, if any, to be held in perpetuity.

At June 30, 2011, under the Organization’s policy, as approved by the Board of Directors,
endowment assets are to be invested under the following allocation guidelines for each asset class:

-17-



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 9 - PERMANENTLY RESTRICTED NET ASSETS (Confinued)

Asset Class Minimum Maximum
Cash and cash equivalents 0% 20%
Fixed income 20% 75%
Equity 25% 65%
Publicly traded real estates (REITS) 0% 10%
Alternative investments 0% 5%

Across all asset classes, the investment policy prohibits investments in non-liquid sccurities, private
placements, futures, uncovered options and short sales.

Strategies Employed for Achieving Investment Objectives

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized)
and current yield (interest and dividends). The Organization targets a diversified asset allocation that
places a greater emphasis on equity-based and fixed income investments to achieve its long-term
return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Organization has a policy of appropriating an annual distribution from the endowment funds that
shall not exceed net investment income or 5% of the Trust value. Specific agreements with donors
for income taken relative to their specific endowment gifts are exempted.

NOTE 10 - FIFTYFORWARD ENDOWMENT, INC.

FiftyForward Endowment, Inc. (“The Endowment”) is an independently governed organization that
financially supports the activities of the Organization. The Endowment is organized as a 501(c)(3)
not-for-profit organization for the purpose of supporting activities of senior citizens including the
Organization but not limited to the Organization. The Organization does not control the decisions and
activities of the Endowment and vice versa. The Organization has made grants to the Endowment as
disclosed annually in the statement of functional expenses. The Organization is not required to make
any grants to the Endowment. Annually, the Endowment makes an unconditional pledge to the
Organization for support of the Organization's activities for the next fiscal year that is reported in the
statement of activities. The Endowment's pledge is approximately 5% of the fair market value of the
Endowment's investments of the Organization's grants. The Endowment is not required to make a
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Centinued)
June 30, 2011

NOTE 10 - FIFTYFORWARD ENDOWMENT, INC. (Continued)

pledge to the Organization of this or any other amount and has made different amounts of donations
in the past. The Organization's cumulative grants to the Endowment are $2,424,969, and the
Endowment's cumulative pledges and donations to the Organization are $1,759,224. Since the
Organization does not have control over the Endowment's decisions and activities, the fair value of
the assets held by the Endowment is not recognized as an asset of the Organization.

NOTE 11 — IN-KIND SUPPORT

The Organization has an agreement with the Metropolitan Government of Nashville and Davidson
County to use the site where The J. B. Knowles Center Hart Building is located as a senjor center for
40 years for $1. The fair value of the usc of the land for the forty yecars is estimated to be $16,250 per
year for a total of $650,000.

The Organization also has in kind agreements to use its College Grove facilities. The fair market
value of the rent of these facilities is estimated to be $41,400 per year.

During the year ended June 30, 2001 the Organization received a donation of land with a fair market
value of $375,000 from the City of Brentwood, which is the site of the Martin Senior Center. The
Organization has title to the land subject to a provision that if the Organization sells the land the City
of Brentwood will receive a portion of the proceeds.

During the year ended June 30, 2007, the Organization received a donation of a building at 3315
John Maleite Drive in Nashville, Tennessee with a fair market value of $117,000 from
Metropolitan/Davidson County for its Northwest Senior Center site. The Organization has title to the
property subject to a provision that if the Organization ceases to operate a senior center facility, the
property will revert back to the local government.

The Organization also receives in kind support in the form of meals, uniforms, and medical services
provided to its volunteers by other agencies involved in the programs. Also the Organization receives
in-kind professional services, supplies, equipment, janitorial services, printing, legal, real estate
consulting, and recognition donations. A summary of in-kind support received and included as
contributions and expenses in the consolidated statement of activities is as follows:

Rent and land use $ 57,650
Assistance 38.613
h 96,263

NOTE 12 - CONCENTRATIONS

The Organization maintains its cash in bank accounts that at times may exceed federally insured
limits. The Organization has not experienced any losses in such accounts. Deposits are insured by
the FDIC. Management believes the Organization is not exposed to any significant credit risk on
cash. Uninsured balances at June 30, 2011 totaled $143,470.
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FIFTYFORWARD, SENIOR CENTER ¥FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
June 30, 2011

NOTE 12 - CONCENTRATIONS (Continued)

The Organization is substantially funded by grants from federal, state, and local government agencies
and by annual contributions from United Way. A significant reduction in the level of this support, if
this were to occur, may have an effect in the Organization’s programs and activities. In addition, the
grants prescribe allowable expenditure guidelines with which the Organization must comiply. The
grants are received prospectively, subject to subsequent verification of the incurring of allowable
expenditures or provision of qualifying services.

NOTE 13 — RESTATEMENT

June 30, 2010 balances have been restated as follows to properly record cash and net assets:

Net Assets
Temporarily
Cash Unrestricted Restricted
June 30, 2010, as previously reported 3 628,464 $ 10,568,463 $ 2,123416
Unrestricted cash (71,674) (71,674) -
Pledges receivablie - (502.209) 502.209
June 30, 2010, as restated 3 556,790 $ 9,994,580 $ 2625625
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Centinued)
June 30,2011

NOTE 12 - CONCENTRATIONS (Continued)

The Organization is substantially funded by grants from federal, state, and local government agencies
and by annual contributions from United Way. A significant reduction in the level of this support, if
this were to occur, may have an effect in the Organization’s programs and activities. In addition, the
grants prescribe allowable expenditure guidelines with which the Organization must comply. The
grants are received prospectively, subject to subsequent verification of the incurring of allowable
expenditures or provision of qualifying services.

NOTE 13 — RESTATEMENT

June 30, 2010 balances have been restated as follows to properly record cash and net assets:

Net Assets
Temporarily
__Cash Unrestricted Restricted
June 30, 2010, as previously reported 3 628,464 $ 10,368,463 $ 2.,123416
Unrestricted cash (71,674) (71,674) -
Pledges receivable - (502.209 502.209
June 30, 2010, as restated $ 556,790 $ 9,994 580 § 2625625
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FRASIERIDEAN
HOWARIDDCPAS

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
FiftyForward, Senior Center for the Arts, Inc. and The J. B. Knowles Trust
Nashville, Tennessee

We have audited the consolidated financial statements of FiftyForward, Senior Center for the Arts,
Inc. and The J. B. Knowles Trust as of and for the year ended June 30, 2011, and have issued our
report thereon dated November 14, 2011, 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered FiftyForward’s internal control over financial
reporting as a basis for designing our auditing procedures 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 FiftyForward’s internal centrol over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Organization’s internal control over financial
reporting.

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 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 entity’s consolidated financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control
over financial reporting that might be deficiencies, significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. However, we identified a deficiency in internal control over
financial reporting, described in the accompanying schedule of findings and questioned costs as
finding 2011-1 that we consider to be a significant deficiency in internal control over financial
reporting. 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether FiftyForward’s consolidated financial
statements are free of 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 no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

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.

%@@LM, e+ osend | Pele

November 14, 2011
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HOWARDCPAS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Board of Direciors of
FiftyForward, Senior Center for the Arts, Inc. and The J. B. Knowles Trust
Nashville, Tennessee

Compliance

We have audited FiftyForward, Senior Center for the Arts, Inc. and The J. B. Knowles Trust’s (“the
Organization”) compliance with the types of compliance requirements described in OMB Circular A-
133 Compliance Supplement that could have a direct and material effect on each of the
Organization’s major federal programs for the year ended June 30, 2011, The Organization’s major
federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the
Organization’s management. Our responsibility is to express an opinion on the Organization’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 to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular 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 a
test basis, evidence about the Organization’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 the
Organization’s compliance with those requirements.

In our opinion, the Organization complied, in all material respects, with the compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2011.
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Internal Control Over Comnliance

The management of the Organization is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the
Organization’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, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Organization’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect, and correct noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not be designed to identify all deficiencies in internal
control over compliance that might be deficiencies, significant deficiencies or material weaknesses,
We did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above.

This report is intended solely for the information 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.

%/}46}',@1} L een o /74&)440?{ Proec

November 14, 201]
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2011

I. SUMMARY OF INDEPENDENT AUDITOR’S RESULTS

1.

6.

The auditor’s report expresses an unqualified opinion on the consolidated financial
statements of Fiftyl'orward, Senior Center for the Arts, Inc. and The J. B. Knowles Trust
(“the Organization™).

One significant deficiency disclosed during the audit of the financial statements is reported in
the 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. The condition is not considered to be a material weakness.

No instances of noncompliance material to the consolidated financial statements of the
Organization were disclosed during the audit.

No significant deficiencies relating to the audit of major federal award programs are reported
in the Independent Auditor’s Report on Compliance with Requirements that Could Have a
Direct and Material Effect on Each Major Program and on Internal Control Over Compliance
in Accordance with OMB Circular A-133.

The auditor’s report on compliance for the major federal award programs for the
Organization expresses an unqualified opinion on all major federal programs.

Audit findings that are required to be reported in accordance with Section 510(a) of OMB
Circular A-133 are reported in this Schedule.

The programs tested as major programs included:

CFDA Number Name of Federal Program or Cluster
94.011 Foster Grandparents

The threshold for distinguishing Types A and B programs was $300,000.

The Organization qualified as a low-risk auditee.
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Continuned)
Year ended Junc 30, 2011

FINDINGS - FINANCIAL STATEMENT AUDIT
Significant Deficiency
2011-1 Audit Adjustments
Statement of Condition: Audit adjustments were proposed to

the Organization’s financial statements in order to conform to
generally accepted accounting principles (“GAAP”).

Criteria: Financial statements are to be issued in accordance
with GAAP.

Effect of Condition: Financial statements could be issued that do
not properly reflect the Organization’s financial condition and
results of operations.

Cause of Condition: Final closing entries have typically been
made in conjunction with the audit process.

Auditor’s Recommendation: The Organization should consider
making all adjusting entries prior to commencement of its year-
end audit.

Views of Responsible Officials: We concur with the
recommendation and will make all adjusting entries prior to audit
commencement for 2012,

Material Weakness

None

228



FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC.
AND THE J. B. KNOWLES TRUST
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year ended June 30, 2011

None
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC. AND

THE J. B. KNOWLES TRUST

CONSOLIDATING SCHEDULE OF FINANCIAL POSITION

Cash

Certificates of deposit
Investments
Accounts receivable
Grants receivable
Promises to give
Prepaid expenses

Total current assets

Land, building and equipment, net
Conservator trust funds

Prepaid rent - Bellevue Center
Knowles Trust Fund cash
Knowles Trust Fund investments

Current liabilities:
Accounts payable
Accrued expenses
Due to (from) related party
Accrued pension plan liability
Deferred revenue

Total current liabilities
Conservator trust funds
Total liabilities

Net assets:
Unrestricted - undesignated
Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

Year ended June 30, 2011
Senior The J. B.
Center for Knowles
FiftyForward the Arts, Inc. Trust Tatal
Assets
$ 675,402 § 168933 & - $ 844,385
1,029,005 - - 1,029,005
30,572 - - 30,572
129,041 - - 129,041
204,288 - - 204,288
694,462 - - 694,462
11,703 14,611 - 26,314
2,774,473 183,594 - 2,958,067
8,239,403 7,292 - 8,246,695
716,022 . - 776,022
1,735,485 - - 1,735,485
- - 11,367 11,367
- - 1,752,604 1,752,604
$ 13,525,383 % 190,88 § 1,763,971 $ 15,480,240

Liabilities and Net Assets

$ 139,119 § - $ - $ 139,119
153,200 - - 153,200
(173,792} 173,792 - -
269,502 - . 269,502
136,061 36,218 - 172,279
524,090 210,010 - 734,100
776,022 - - 776,022
1,300,112 210,010 . 1,510,122
9,961,168 (19,124) - 9,942,044
2,264,103 - - 2,264,103

; . 1,763,971 1,763,971
12,225,271 (19,124) 1,763,971 13,970,118
$ 13,525,383 § 190,886 § 1,763,971 § 15,480,240
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FIFTYFORWARD, SENIOR CENTER FOR THE ARTS, INC. AND
J. B. KNOWLES TRUST

CONSOLIDATING SCHEDULE OF ACTIVITIES

Year ended June 30, 2011

Public support and revenue:
Contributions
Grant revenue
Service fees
United Way
Special events
Investment income, net
Membership dues
Ticket sales
In-kind contributions
Other income
Rental income
Net assets released from restrictions

Total public support and revenue
Expenses:
Program services
Support servcies
Total expenses

Change in net assets

Net assets - beginning of year
(as restated)

Net assets - end of year

Senior The J. B.
Cenier for Knowles
FiftyForward  the Arts, Inc. Trust Total
$ 1,300,299 % 7,162 % - $ 1,307,461
938,245 36,400 - 974,645
716,149 13,509 - 729,658
455,740 - - 455,740
409,189 _ - 409,189
29.696 - 352,958 382,654
223,608 - - 223,608
- 200,825 - 200,825
96,263 - - 96,263
18,521 6,589 - 25,110
- 14,154 - 14,154
87,221 12,779 (1006,000) -
4,274,931 201,418 252958 4 819307
3,745,368 308,252 - 4,053,620
926,787 - - 026,787
4,672,155 308,252 - 4,980,407
{397,224) (16,834) 252,958 (161,100)
12,622,495 (2,290) 1,511,013 14,131,218
$12,225271  $ (19,124) $1,763,971  $13,970,118
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