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INDEPENDENT AUDITORS® REPORT

To Management and the Board of Directors
Volunteers of America of Kentucky, Inc. and Subsidiary
Louisville, Kentucky

‘We have audited the accompanying consolidated balance sheet of Volunteers of America of Kentucky, Inc. and Subsidiary (a non-
profit organization) as of June 30, 2009 and the related consolidated statement of activities, cash flows, and functional expenses
for the year then ended. These financial statements are the responsibility of the Organization’s management. Qur responsibility is
fo express an opinion on these financial statements based on our audit. The prior year summarized comparative information has
been derived from the Organization’s 2008 financial statements and, in our report dated November 5, 2008, we expressed an
unqualified opinion on those financial statements.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States, Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the accompanying consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Volunteers of America of Kentucky, Inc. and Subsidiary as of June 30, 2009 and the changes in their net
assets and cash flows for the years then ended in conformity with U.S. generally accepted accounting principles,

In accordance with Government Auditing Standards, we have also issued a report dated November 3, 2009, on our consideration of
Volunteers of America of Kentucky, Inc. and Subsidiary’s internal contrel over financial reporting and our tests of its compliance
with certain provision of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on the intemal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and important for assessing the results of our audit.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements of Volunteers of America of
Kentucky, Inc. and Subsidiary taken as a whole. The information included in the accompanying Supplementary Schedules I, II and
If1 is presented only for purposes of additional analysis and is not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is also 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, and is also
not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the consolidated basic financial statements and, in our opinion, is fairly stated, in all matedal respects, in relation to the
consolidated basic financial statements taken as a whole.

R ciao~, pw"‘*{tvw 4 M) A

Louisville, Kentucky
November 3, 2009
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET
JUNE 30, 200%
{with comparative summarized information from 2008)

June 30, 2009 June 30, 2008

ASSETS
Current Assets
Cash and cash equivalents $ 121,378 b 195,897
Accounts receivable, net 2,508,223 3,663,128
Prepaid expenses 208,234 167,606
Total Current Assets 2,837,835 4,026,631
Property and Equipment
Land and butidings 4,785,840 4,724,242
Furniture and equipment 2,851,261 2,781,850
Less: Accumulated depreciation (4,710,823) (4,295,059}
Total Property and Equipment 2,926,278 3,211,033
Other Assets
Long-term investments 420,520 1,369,063
Goodwill 247952 282,395
Other 75,722 132,255
Total Other Assels 744,194 1,783,713
TOTAL ASSETS $ 6,508,307 $ 9021377

LTABILITIES AND NET ASSETS
Current Liabilities

Bank overdraft 3 136,920 $ -0-
Accounts payable 254,614 349967
Line of credit -0- 2,408,072
Mortgages and notes payable, due in
one year 1,322,994 714,135
Accrued payroll 720,208 720,208
Accrued annuat leave 491,237 437239
Other current liabilities 300,113 174,774
Total Current Liabilities 3,226,086 4,804,395
Long-Term Liabilities
Mortgages and notes payable, non-current 945,061 2,025,274
Payable to aftiliate 249,353 288,281
Total Long-Term Liabilities 1,194,414 2,313,555
Net Assets
Unrestricted 1,534,421 1,288,454
Temporarily resiricted 538,775 584,658
Permanently restricted 14,611 30,315
Total Net Assets 2,087.807 1,903,427
TOTAL LIABILITIES AND NET ASSETS $ 6,508,307 9,021,377
The accompanying notes are an intepral part of the financial statements.
Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTLUCKY, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF ACTIVITIES AND FUNCTIONAL ENPENSES
YEAR ENDED JUNE 30, 2002
(with comparative summarized information from 2008)

Temporarify ~ Permanently 2008
Unresirictod Restricled Restricted Total Tolal
REVENUES FROM OPERATIONS
Pubtic Supporl Received Directly
Caontributions § 1785216 S 0- % 0- 5§ 1789116 $ 2,126,039
Public Suppon: Capital & Bequests 35,838 -0- - 35,838 87,067
Special Eveats, Net of Direcl Donor Costs 152,355 -0- -0- 152,355 73,047
Public Support Received Indizectly
United Way Allocation -0~ -6- -0- -0- 4250
Volunteers of America Awards and Grants 73,909 -0- -0- 73,909 86,712
Totsl Public Support 2,051,312 -0- -0- 2051312 2377E15
Revenue and Grants From Governmental Agencies 23,775,498 -0- - 23,775,498 23,660,049
Other Revenue
Program Service Fees 136,177 -0- -0- 136,177 106,091
Rental Income 694,971 -0- 0 694,971 683279
Miscellaneous Revenue 232,275 -fe -0- 232275 211,388
Total Other Revenoe 1,063,423 -0- -0- 1,063,423 1,002,758
Fofal Revenues From Operations 26,890,233 -B- -6- 26,890,233 27045922

Net Assets Released from Restrictions

Satisfaction of Program Restrictions 45 883 (45,583) -0- 0. -0-
Total Revenue and Other Support 26,936,516 (45,883) -0- 26,890,233 27045922
OPERATING EXPENSES

Program Services;

Children & Youth -0- -0- -0- -0- 25,000
Disabilities Services 14,276,339 -0- - 14,276,339 14,139,902
Housing 40,729 -0- -0- 40,720 41,11
VOA Property Corporation of Louisville 902,459 -0- -0- 902,459 1,225,699
Health Care Services 1,975,600 -0- -0- 1,975,600 1,997,811
Commuzily Enhancement -0- -0- -0- IS 304,157
Correctional Services 553,101 -0- -0- 553,101 554,543
Homeless Services 3,171,841 -0- - 3,171,841 2913333
“Substance Abuse 1,831,857 -0~ -0- [.831 B57 1248289

Fotal Program Services 22,752,417 -0- -0- 22,752,917 23,447 506

Supporl Services:

Management and General 1,779,305 -0- -0. 1,779,305 2,917,385

Fund Raising 1,352,750 -0- -0- 1,352,750 752,231

Administrative Fees Paid to National Organization 459,525 -0- -0- 459,525 377,725

Total Supperting Services 3,59E,580 -0- -0- 3,591,580 4,047,341

TOTAL OPERATING EXPENSES 26,344,497 -{- -0 | 26,344,497 27495247
FXCESS {DEFICIT) FROM CPERATIONS 391,619 (45,883) -0- 545,736 {449,323)
NON-OPERATING GAINS (LOSSES) AND OTHER REVENUE

Interest and Dividend Lncome 20,381 -0- -0- 20,581 28,162

Gain ch Disposition of Fixed Assets 5,050 - -0- 5,950 -

i.osses on Investments {371,983) -0- {15.704) (387,587) {178,492)
DEFICIT FROM GTHER ACTIVITIES (345,652} -0 (15,704) {361,356) (90,330)
CHANGE IN NET ASSETS 245967 (45,883) (15,104) 184,380 (539,655)
NET ASSETS AT BEGINNING OF YEAR 1,288,454 384,658 30,315 1,905,427 2,443,082
NFET ASRE'TS AT END OF YEAR $ 1534421 § 338775 % 4,611 8 2087807 5 1,903,427

. Tl-tg accompanying nottisg( an imagmiygg‘ohhe financial siatements.
Richardson, enmngyton skinnct, - CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2009
{with comparative summarized information from 2008)

2009 2008
OPERATING ACTIVITIES
Change in Net Assets $ 184,380 % {539,655)
Adjustments to Reconcile Change in Net Assets to
Cash (Used) Provided by Operating Activities:
Depreciation and amortization 466,623 535,354
Realized/unrealized (gain) loss on investments 387,687 178,492
Gain on disposal of fixed asscts (5,750) 14,334
(Increase) decrease in:
Accounts receivable 1,154,905 {1,053,907)
Other assets (213,666) 229,004
Increase {decrease) in:
Bank overdraft 136,920 -0-
Accounts payabie (95,353) (284,204}
Other liabifities 404,423 (732,472)
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES 2,420,169 (1,653,744)
INVESTING ACTIVITIES
Proceeds from sale of investments 560,856 -0-
Purchase of investments -0- (82,813)
Proceeds from retirement/sale of property and equipment 5,750 57,141
Purchases of land and building (61,598) (140,532)
Purchases of property and equipment (85,827) £259,966)
NET CASH PROVIDED
(USED) BY INVESTING ACTIVITIES 419,181 (426,170
FINANCING ACTIVITIES
Proceeds of line of credit -0- 1,217,261
Payments on line of credit (2,408,072) (300,0003
Paymenits on capital leases -0- (7,260)
Proceeds of long-term debt 101,700 1,542,251
Payments on ong-term debt {607,497) (194,1006)
NET CASH (USED) PROVIDED BY
FINANCING ACTIVITIES (2,913,86%9) 2,258,146
NET (DECREASE) INCREASE IN CASH (74,519) 178,232
CASH AT BEGINNING OF YEAR 195,897 17,665
CASH AT END OF YEAR $ 121,378  § 195,897
SUPPLEMENTAL DISCLOSURE OF NONCASH FINANCING ACTIVITIES
Forgiveness of debt to VOA National Office $ 34443 3 74.895
Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS

The zccompanying notes are an iniegral part of the financial statements.
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2009
(with comparative summarized information from 2008)

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION

The consolidated financial statements for Volunteers of America of Kentucky, Inc. and Subsidiary include
Volunteers of America of Kentucky, Inc. and VOA Property Corporation of Louisville, Inc., which collectively are
referred to as the Organization. Volunteers of America of Kentucky, Inc. is a nonprofit spiritually based human
services organization, incorporated in Kentucky, that provides social services within Kentucky and Tennessee under a
charter from Volunteers of America, Inc., a national, nonprofit spiritually based organization providing local human
service programs, and opportunities for individual and community involvement.

SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Organization conform to U.S. generally accepted accounting principles as applicable
to voluntary health and welfare organizations. The more significant accounting policies of the Organization are

described below:

Principles of Consolidation - The consolidated financial statements include the accounts of Volunteers of
America of Kentucky, Inc., and VOA Property Corporation of Louisville, Inc. All material inter-organization
transactions have been eliminated.

Basis of Accounting — The accounting policies of the Organization conform to U.S. generally accepted
accounting principles as applicable to voluntary health and welfare organizations.

Net Assets - The Organization classifies net assets into three categories: unrestricted, temporarily restricted
and permanently resiricted. All net assets are considered to be available for unrestricted use unless
specifically restricted by the donor or by law. Temporarily restricted net assets include contributions with
temporary, donor-imposed time or purpose restrictions. Temporarily restricted net assets become unrestricted
and are reported in the statement of activities as net assets released from restrictions when the time restrictions
expire or the contributions are used for the restricted purpose. Permanently restricted net assets include
contributions with donor-imposed resirictions tequiring resources to be maintained in perpetuity, but
permitting use of all or part of the investment income earned on the contributions.

Operations — The Organization defines operations as all program and supporting service activities undertaken,
Revenues that result from these activities, and their related expenses, are reported as operations, Gains, losses
and other revenue that results from ancillary activities, such as investing liquid assets and disposing of fixed
or other assets, are reported as non-operating.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS



YOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009
(with comparative summarized information from 2008)

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Accounts Receivable and Bad Debis — Trade accounts receivable are reported at the amount management
expects to collect from outstanding balances. The Organization’s accounts receivable are presented net of an
allowance for doubtful accounts of $270,000. The allowance is estimated based on management’s experience
and review of the accounts and contractual rights at the end of each year.

Property and Equipment - Land, buildings and equipment purchased by the agency are recorded at cost. This
agency follows the practice of capitalizing all expenditures for land, buildings, and equipment in excess of
$500; the fair value of donated fixed assets is similarly capitalized. Depreciation is computed on the straight-
line method based upon the following estimated useful lives of the assets:

Furniture and equipment 3 - 10 years
Buildings and improvements 7 - 40 years

Cash Equivalents — Cash equivalents are ali highly liquid investments with a maturity of three months or less
when purchased, unless held for reinvestment as part of the investment portfolio, pledged to secure loan
agreements or otherwise designated or restricted. The carrying amount approximates fair value because of the
short maturity of those instruments.

Contributions - Contributions are generally recorded only upon receipt, unless evidence or an unconditional
promise to give has been received. Unconditional promises to give that are expected to be collected in future
years are recorded at the present value of the amounts expected to be collected. Conditional promises to give
are not included as support until such time as the conditions are substantially met. All contributions are
considered available for unrestricted use unless specifically restricted by the donor.

Contributed Services - The organization recognizes contribution revenue for certain services received at the
fair value of those services provided those services create or enhance non-financial assets or require
specialized skills which are provided by individuals possessing those skills and would typically need to be
purchased if not provided by donation. The value of contributed services recognized totaled $-0- for the year
ended June 30, 2009.

Restricted and Designated Assets — Restricted and designated assets represent the total of all assets that are
encumbered by donor restrictions, legal agreements, and board designation or are otherwise unavailable for
the general use of the Organization. This category generally includes client/custodial funds, escrow/reserve
funds, temporarily and permanently restricted assets, and securities that are pledged and held by the lender as
collateral for financing.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
10



VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009
(with comparative summarized information from 2008)

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes — Under provision of Section 501(c)(3) of the Internal Revenue Code and the applicable income
tax regulations of the state of Kentucky, Volunteers of America of Kentucky, Inc. and Subsidiary are exempt
from income taxes, except for net income from unrelated business income, as a subordinate unit of Volunteers
of America, Inc. Volunteers of America, Inc. is exempt from Federal income taxes under Section 501(a) of
the Internal Revenue Code as a religious organization described in Section 501(c)(3). There were no
unrelated business activities in 2009 or 2008. Accordingly, no tax expense was incurred during the years
ending June 30, 2009 and June 30, 2008, respectively.

Statement of Cash Flows - Cash paid for interest during the years ended June 30, 2009 and 2008 amounted to
$123,700 and $247,331 respectively.

Use of Estimates - The preparation of financial statements in conformity with U.S. generally accepted
accounting principles tequires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those
estimates.

Investments - Investments consist primarily of stocks, bonds and cash reserve funds. They are recorded at fair
value based on quoted market prices. All other investments are reported at historical cost, if purchased, or, if
contributed, at fair value at the date of contribution.

Summary Financial Information for 2008 — The financial statements meclude certain prior year summarized
comparative information in total but not by net asset class. Such information does not include sufficient detail
to constitute a presentation in conformity with U.S. generally accepted accounting principles. Accordingly,
such information should be read in conjunction with the organization’s financial statements for the year
ended June 30, 2008, from which the summarized information was derived.

Allocation of Functionai Expenses — The costs of providing the various program services and supporting
activities have been summarized on a functional basis in the statement of activitics. Accordingly, certain costs
have been allocated among the various functions.

Reclassification ~ Certain 2008 amounts have been reclassified to conform to the 2009 financial statement
presentation.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIG ACCOUNTANTS
11



VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

JUNE 34, 2009

(with comparative summarized information from 2008)

NOTE B - MORTGAGES AND NOTES PAYABLE

Note payabie to Fifth Third Bank. at a rate of 5.9%,
collateralized by vehicles with a carrying value of $77,970 and
payable in monthly installments of $1,965, including
principal and interest; maturity date July 25, 2013.

Note payable to PNC Bank collateralized by real estate with a
camrying value of $133,612 payable in monthly instaliments of
$1,868 including principal and interest at a variable rate,
currently 7.75% and a balloon payment at maturity; maturity date
December 22, 2009,

Note payable to First Tennessee Bank collateralized by real
estate with a carrying value of $84,357 payable in monthly
instaliments of $658 including principal and interest at 6.45%,;
maturity date June 30, 2013.

Note payable to First Tennessee Bank collateralized by real
estate with a carrying value of $102,611 payable in monthly
installments of $949 including principal and interest at 6.1%;
maturity date September 1, 2009.

Note payable to Regions Bank collateralized by real estate witha
carrying value of $104,811 payable in monthly instaliments of
$875 including principal and interest at 6.0%; maturity date June
7, 2019,

Note payable to First Tennessee Bank collateralized by reat
estate with a carrying value of $438,308 payable in monthly
installments of $4,180 including principal and interest at 6.6%;
maturity date June 1, 2010.

Note payable to Fifth Third Bank, collateralized by vehicles with
a carrying value of $43,350 payable in monthly installments of
$2,112 including principal and intercst at 7.20%; maturity date
November 27, 2011.

Note payable to Fifth Third Bank, collateralized by vehicle with a
carrying value of $14,250 payable in monthly installments of
$570 including principal and interest at 7.38%; maturity date
January 23, 2012.

Richardson, Pennington & Skinner, PSC
12
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$ 85,151

146,967

73,846

75,416

79,905

388,064

56,065

15,344

GCERTIFIED PUBLIC ACCOUNTANTS



VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

JUNE 30, 2009

(with comparative summarized information from 2008)

NOTE B - MORTGAGES AND NOTES PAYABLE (CONTINUED)

Note payable to Fifth Third Bank, collateralized by vehicles with
a carrying value of $599 payable in monthly installments of $667
including principal and interest at 3.90%; maturity date
December 1, 2009,

Note payable to Fifth Third Bank, collateralized by vehicle witha -

carrying value of $282 payable in monthly installments of $315
including principal and interest at 3.90%; maturity date
December 1, 2009,

Note payable to Fifth Third Bank, collateralized by vehicle with a
carrying value of $13,875 payable in monthly installments of
§450 including principal and interest at 6.87%; maturity date
September 18, 2012.

Note payable to Fifth Third Bank, collateralized by vehicles with
a carrying value of $1,593 payable in monthly installments of
$590 including principal and interest at 3.90%; maturity date
December 1, 2009,

Note payable to Fifth Third Bank, collateralized by vehicle with a
carrying value of $-0- payable in monthly installments of 5491
including principal and interest at 3.90%; matunty date
December 1, 2009,

Note payable to Fifth Third Bank collateralized by real estate
with a carrying value of $181,290 payable in monthly
installments of $1,605 including principal and interest at 6.2%;
maturity date August 1, 2009.

Note payable to Fifth Third Bank, collateralized by vehicle with a
carrying value of $11,042 payable in monthly installments of
$415 including principal and interest at 7.33%; maturity date
February 27, 2012.

Note payable to Fifth Third Bank, collateralized by vehicle with a
carrying value of $31,900 payable in monthly installments of
$1,155 including principal and interest at 7.16%; maturity date
April 23, 2012.

Richardson, Pennington & Skinner, PSC
i3

$ 3,008

1,446

15,457

2,707

2,262

177,979

11,601

35,273
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009
(with comparative summarized information from 2008)

NOTE B - MORTGAGES AND NOTES PAYABLE (CONTINUED)

Note payable to the State of Tennessee with no stated terms.
There is an agreement to repay $42,213 per month during fiscal
year 2009-10. $1.097.504
2,268,055
Amount due n one year or less (1,322.994)
7 £ 945,061

Mortgages and notes payable as of June 30, 2009 are scheduled to be repaid as follows:

During the year Scheduled Principal

ended June 30 Repayments
2010 £1,322.,994
2011 605,116
2012 167,440
2013 107,999
2014 19,234
Thereafter 45272
Total $2.268.055

NOTE C - ENCUMBERED ASSETS

At June 30, 2009 and 2008, encumbered assets included the following donor restrictions, legal agreements and board
designations:

2009 2008
Temporarily restricted net assets $538,775 $584,658
Permanently restricted net assets 14.611 30,315

553,386 614

At June 30, 2009 and 2008, encumbered assets included the following classes of assets:

2009 2008
Building renovations $538,775 $584,658
Investments at fair value 14,611 30315

$553.386  $614.973

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009
(with comparative summarized information from 2008)

NOTE D - PENSION PLAN

Volunteers of America of Kentucky, Inc. and Subsidiary participate in a non-contributory defined benefit pension and
retirement plan. The plan is administered through a commercial insurance company and covers all commissioned
ministers, Pension plan expense for the years ended June 30, 2009 and 2008 was $17,421 and $13,502 respectively.
Because the plan is a multi-employer plan, the accumulated benefits and net assets available for benefits as they
relate solely to Volunteers of America of Kentucky, Inc. and Subsidiary is not readily available.

Volunteers of America of Kentucky, Inc. and Subsidiary participate in a defined contribution pension in which only
full time employees can participate and the company starts contributing if the employee chooses to participate 12
months after hire date. The employee can choose to start participating as of the next enroliment period after date of
hire. The company contributes up to one-half of six percent. Thrift plan expense for the years ended June 30, 2009
and 2008 was $55,274 and $50,737 respectively.

NOTEE - RELATED PARTY TRANSACTIONS
Volunteers of America of Kentucky, Inc. and Subsidiary are affiliated with Volunteers of America, Inc., which
provides support services to the agency for a fee. Affiliate fees for the fiscal year ended June 30, 2009 totaled

$459,525. Amounts due to Volunteers of America, Inc. at June 30, 2009 were as follows:

June 30, 2009

Affiliate Fees $101,685
National MR/DD Initiative Loan 249,353
Total $351,038

NOTE F - INVESTMENTS

Long-term invesiments are stated at fair value. Fair values and unrealized depreciation at June 30, 2009 are as
follows:

Fair Unrealized
Cost Value Loss
Investments Unrestricted:
Money Market Funds $112,601 $112,601 $ (-
Bonds and Bond Funds 59,220 59,585 365
Equity Securities 307.699 248,334 (59,365)
$479,520 $420,520 $(59,000)
Richardson, Pennington & Skinner, PSC CERTIFED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED}
JUNE 30, 2009
(with comparative surnmarized information from 2008)

NOTE G - FUNDS AND INVESTMENTS

At June 30, 2009 and 2008, Volunteers of America of Kentucky, Inc. and Subsidiary had a cash and cash equivalents
balance of 3$-0- and $195,897 respectively on deposit at various financial institutions. Federal Deposit Insurance
Corporation (FDIC) insurance is limited to $250,000 per financial institution at June 30, 2009 and $100,000 per
financial institution at June 30, 2008. Accordingly, at June 30, 2009 and 2008, $-0- and $-0- respectively was not
covered by FDIC Insurance,

NOTE H - RISK MANAGEMENT

Volunteers of America of Kentucky, Inc. and Subsidiary are exposed to various risks and losses related to torts; theft
of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Organization currently carries property and general liability insurance through Cincinnati Insurance Company and
Lexington Insurance Company. Workmman's Compensation insurance is carried through the Seneca Insurance
Company.

NOTE I - COMPENSATED ABSENCES

The Organization allows up to a maximum of 240 hours of annual leave to be accumulated, which is payable upon
separation of employment or used by the employee. There 1s no allowance for accumulated sick leave. Accrued
annual leave pay as of June 30, 2009 and 2008, was $491,237 and $437,239 respectively.

NOTE J - LINE OF CREDIT

Line of credit balances at June 30, 2009 are -0-. As of June 30, 2009 Volunteers of America of Xentucky, Inc, and
Subsidiary had $2,000,000 of unused lines of credit with PNC Bank to be drawn upon as needed at prime plus .5%
interest and $300,000 of unused lines of credit with Fifth Third Bank to be drawn upon as needed at the 30 day
LIBOR rate plus 4.5%.

NOTE K- GOODWILL

Goodwill has been recorded in connection with the acquisition of management services over the MRDD Program
from Volunteers of America of Indiana. Under the agreement, Volunteers of America of Kentucky has assumed
management of the MRDD Program in Southermn Indiana in exchange for assuming debt from Volunteers of America
of Indiana to the National Volunteers of America Office.

Intangible assets that are subject to amortization are reviewed for potential impairment whenever events or
circumstances indicate that carrying amounts may not be recoverable, Assets not subject to amortization are tested for
impairment at least annually.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2009
(with cemparative summarized information from 2008)

NOTE L - LEASE COMMITMENTS
Properties are being leased in Kentucky, Tennessee and Indiana for various group homes and offices with
monthly rents totaling $70,158. The leases will expire between July 14, 2009 and April 30, 2012. Several leases are

on a menth-to-month basis.

In addition copiers are being leased in Kentucky and Tennessee with the leases expiring between July 13, 2009 and
December 31, 2009 and monthly rents totaling $369. These leases are being accounted for as operating leases.

The aggregate future minimum payments as of June 30, 2009 are as follows:

During the year

ending June 30, Amount
2010 $ 618,079
2011 471,063
2012 195,278
2013 -0-
2014 -0-
Thereafter -0
Total $1,284,420

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
NOTES TO THE CONSOLIDATED SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2009

NOTE —1 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes federal grant activity of Volunteers
of America of Kentucky, Inc. and Subsidiary and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the basic financial
statements.
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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 Management and the Board of Directors
Volunteers of America of Kentucky, Inc. and Subsidiary
Louisville, Kentucky

We have audited the financial statements of Volunteers of America of Kentucky, Inc. and Subsidiary (a
nonprofit organization) as of and for the year ended June 30, 2009, and have issued our repott thereon dated
November 3, 2009. We conducted our audit in accordance with U.S. generally accepted auditing standards
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 Volunteers of America of Kentucky, Inc. and
Subsidiary’s internal control over financial reporting as a basis for desigmng our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Volunteers of America of Kentucky, Inc. and Subsidiary’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of Volunteers of
America of Kentucky, Inc. and Subsidiary’s internal control over financial reporting.

A control deficiency 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 significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or repoil {inancial data
reliably in accordance with gencrally accepted accounting principles such that there is more than a remote
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will not
be prevented or detected by the organization’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results n
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the organization’s internal contral.

Our consideration of internal contro! over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal contrel that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over {inancial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Qther Matiers

As part of obtaining reasonable assurance about whether Volunteers of America of Kentucky, Inc. and
Subsidiary’s 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 audit committee, board of directors,

management, others within the organization, and federal awarding agencies and pass-through enfities and is
not intended to be and should not be used by anyone other than these specified pariies.

Mpwf%{ )&J&M/Pfc

Louisville, Kentucky
November 3, 2009
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

To Management and the Board of Directors
Volunteers of America of Kentucky, Inc. and Subsidiary
Louigville, Kentucky

Compliance

We have audited the compliance of Volunteers of America of Kentucky, Inc. and Subsidiary with the types
of compliance requirements described in the U.S, Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to its major federal programs for the year ended June 3¢, 2009.
Volunteers of America of Kentucky, Inc. and Subsidiary's major federal programs are 1dentified in the
summary of auditors’ results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of Volunteers of America of Kentucky, Inc. and Subsidiary's
management. Our responsibility is to express an opinion on Volunteers of America of Kentucky, Inc. and
Subsidiary's compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing standards; 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 Volunteers of America of Kentucky,
Inc. and Subsidiary’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. Qur audit does not provide a legal determination on Velunteers of America of Kentucky, Inc. and
Subsidiary's compliance with those requirements,

In our opinion, Volunteers of America of Kentucky, Inc. and Subsidiary complied, in all material respects,
with the requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2009, However, the results of our auditing procedures disclosed instances of non-
compliance with those requirements, that are required to be reported in accordance with OMB Circular A-
133 and which are described in the accompanying schedule of findings and questioned costs as item 09-1.
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Internal Control Over Compliance

The management of Volunteers of America of Kentucky, Inc. and Subsidiary 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 Volunteers
of America of Kentucky, Inc. and Subsidiary'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, 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 Volunteers of America of Kentucky, Inc. and Subsidiary’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses as defined below. However, as discussed below, we
identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies.

A control deficiency in an entity’s intemal control over compliance 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 noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to administer a federal program such that there is
more than a remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the entity’s internal
control. We consider the deficiency in internal control over compliance described in the accompanying
schedule of findings and questioned costs as item 09-1 to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.

Volunteers of America of Kentucky, Inc.’s response to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit Volunteers of America of
Kentucky Inc.’s response and, accordingly, express no opinion on it.

This report is intended solely for the information and use of the audit committee, board of directors,

management, others within the organization, and the Department of Housing and Urban Development and is
not intended to be and should not be used by anyone other than these specified parties.

(L atag~, pmwx..m(ﬁ—\-_ { ’QM; PSe.

Louisville, Kentucky
November 3, 2009
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2009

SECTION I - SUMMARY OF AUDITORS’ RESULTS

Financial Statements

The auditors’ report expresses an unqualified opinion on the financial statements of Volunteers of America of
Kentucky, Inc. and Subsidiary.

Internal Control Over Financial Reporting:
e Material Weakness(es) identified? ___Vyes X no

e Significant Deficiency(ies) identified that
are not considered to be material weaknesses? _yes x_none reported

Noncompliance material to financial statements
noted? yes X 1o

Federal Awards
Internal Control Over Major Programs:
» Material Weakness({es) identified? __.yes X_1o

e Significant Deficiency(ies) identified that
are not considered to be material weaknesses? X yes none reported

The auditors’ report on compliance for the major federal award programs for Volunteers of America of
Kentucky, Inc. and Subsidiary expresses an unqualified opinion.

Any audit findings disclosed that are
required to be reported in accordance with

Section 510(a) of Circular A-133? X ves no
Auditee qualified as low risk auditee? yes X_no
Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2009

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster
17.805 Homeless Veterans Re-integration Project
14.235 Supportive Housing Programs

93.917 HIV Care Formula Grants

64.024 Veterans Per Diem Program

Dollar Threshold used to distinguish
between type A and type B programs: $300,000

SECTION I — FINANCIAL STATEMENT FINDINGS

None.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

1. Homeless Veterans Re-integration Project Program finding 09-1

Statement of Condition: An incident of fraud was discovered by Volunteers of America of Kentucky, Inc.
and Subsidiary in which approximately $18,000 in rent payments were mis-appropriated over a three year
period. The incident was brought to management’s attention through their whistleblower policy.

Criteria: Management is responsible for establishing and maintaining effective internal control.
Effect of Condition: Funds were fraudulently diverted from the intended program.

Context: A program employee was creating check requests for rents to fictitious landlords for program
participants. Approximately $18,000 was misappropriated to the fictitious landlords over a three year
period.

Cause of Condition: A lack of proper internal control at the program level allowed a program employee to
create check requests to fictitious landlords. The program manager who approved the check requests failed

to verify the information on the request. Procedures were not in place to verify that the clients whose names
were on the check requests should have received such benefits.

Recommendation: Management should review controls over disbursing rents for this program to insure that
all disbursements are properly documented and to legitimate tandlords.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2009

SECTION II1 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (CONTINUED)

Homeless Veterans Re-integration Project Program finding 09-1 (Continued)

Response: Management will review internal controls and processes at the program level to ensure that
weaknesses do not exist which allows misappropriations to occur. Accounting staff will enhance its internal
controls by making random program site visits to inspect their activities in an effort to minimize

organizational risks.

Richardson, Pennington & Skinner, PSC CERTIFED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED JUNE 30, 2009

Volunteers of America of Kentucky, Inc. and Subsidiary, respectfully submits the following corrective
action plan for the year ended June 30, 2009.

Audit Firm:  Richardson, Pennington & Skinner, PSC
513 South Second Street
Louisville, Kentucky 40202

Audit Period: Year ended June 30, 2009

FINDINGS — FEDERAL AWARDS PROGRAMS
Homeless Veterans Re-integration Project Fimding 09-1.

Recommendation: Management should review controls over disbursing rents for this program to insure that
all disbursemenis are properly documented and to Iegitimate landlords.

Current Status: Agency documents have been released to local authorities for investigative purposes. The
program employee alleged to have misappropriated funds and the supervisor who approved the check
requests have been terminated. The federal funding which supported this program expired June 30, 2009
and the services ended on that date.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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VOLUNTEERS OF AMERICA OF KENTUCKY, INC. AND SUBSIDIARY
CONSOLIDATED SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2009

There were no prior audit findings
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