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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
General 
 
Nashville CARES (the “Agency”) was founded in 1985 as a Tennessee not-for-profit corporation. 
The Agency serves northern Middle Tennessee and other Tennessee areas by providing practical, 
financial, material and emotional support services to persons living with AIDS or HIV infection 
and to those persons’ families and loved ones.  The Agency educates and informs the general 
public by providing the most current medical and scientific information about AIDS/HIV 
infection and risk reduction practices. The Agency also provides HIV testing and screening to 
identify individuals infected with HIV and link them to medical care and support. Funding for the 
Agency’s services is provided principally by grants from the U.S. Department of Housing and 
Urban Development (“HUD”), the U.S. Department of Health and Human Services and from 
individual, foundation and corporate donors.  
 
Basis of Presentation 
 
The accompanying financial statements present the financial position and changes in net assets of 
the Agency on the accrual basis of accounting in conformity with generally accepted accounting 
principles (“GAAP”). 
 
Resources are classified as unrestricted, temporarily restricted and permanently restricted net assets, 
based on the existence or absence of donor-imposed restrictions, as follows: 
 
 Unrestricted net assets are free of donor-imposed restrictions.  All revenues, gains and losses 

that are not temporarily or permanently restricted by donors are included in this classification.  
All expenditures are reported in the unrestricted class of net assets, since the use of restricted 
contributions in accordance with the donors’ stipulations results in the release of the restriction. 

 
 Temporarily restricted net assets are limited as to use by donor-imposed restrictions that expire 

with the passage of time or that can be satisfied by use for the specific purpose. 
 
 Permanently restricted net assets are amounts required by donors to be held in perpetuity, 

including gifts requiring that the principal be invested and the income or specific portions 
thereof be used for operations.  The Agency had no permanently restricted net assets as of 
June 30, 2016 or 2015. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Contributions, Support and Revenues 
 
Contributions received are recorded as unrestricted, temporarily restricted, or permanently 
restricted support, depending on the existence and/or nature of any donor restrictions. 
 
Contributions are considered to be available for unrestricted use unless specifically restricted by 
the donor.  Amounts received that are restricted by the donor for future periods or for specific 
purposes are reported as temporarily restricted or permanently restricted support that increases 
those net asset classes.  When a restriction is fulfilled (that is, when a stipulated time restriction 
ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified to 
unrestricted and reported in the Statement of Activities as net assets released from restrictions. 
 
Grant revenue is recognized in the period a liability is incurred for eligible expenditures under the 
terms of the grant.  Grant funds received prior to expenditure are recorded initially as deferred 
revenue. 
 
Contract revenue is recognized when services are rendered and/or reimbursable charges are 
incurred under the terms of the contract.  Contract revenue received in advance of services 
provided and/or reimbursable charges being incurred are recorded as deferred revenue. 
 
The Agency reports any gifts of equipment or materials as unrestricted support unless explicit 
donor restrictions specify how the assets must be used.  Gifts of long-lived assets, and/or support 
that is restricted to the acquisition of long-lived assets, are reported as restricted support. 
Expirations of donor restrictions are recognized when the donated or acquired long-lived assets 
are placed in service. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents include demand deposits with banks and money market funds.  
 
Promises to Give 
 
Unconditional promises to give that are expected to be collected within one year are recorded as 
contributions receivable at their net realizable value.  Unconditional promises to give that are 
expected to be collected in future years are recorded at the present value of estimated future cash 
flows.  The discount on those amounts is computed using a risk-free interest rate applicable to the 
year in which the promise is received.  Amortization of the discount is recognized on the interest 
method over the term of the gift and included in contribution revenue.  Conditional promises to 
give are not included as support until such time as the conditions are substantially met. 
 
All contributions receivable at June 30, 2016 and 2015 are temporarily restricted and due in less than 
one year. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Property and Equipment 
 
Property and equipment are recorded at cost at the date of purchase or at estimated fair value at 
the date of gift to the Agency.  The Agency’s policy is to capitalize purchases with a cost of 
$1,000 or more and an estimated useful life greater than one year.  Depreciation is calculated by 
the straight-line method over the estimated useful lives of five years for vehicles, software, 
furniture and equipment, most building improvements, and forty years for building and significant 
building improvements.   
 
Agency Endowment Fund 
 
The Agency’s beneficial interest in an agency endowment fund held by the Community 
Foundation of Middle Tennessee (the “Community Foundation”) is recognized as an asset.  
Investment income and changes in the value of the fund are recognized in the Statement of 
Activities, and distributions received from the fund are recorded as increases (decreases) in the 
beneficial interest.  (See Note 4.) 
 
Fair Value Measurements 
 
The Agency classifies its assets measured at fair value based on a hierarchy consisting of: Level 1 
(valued using quoted prices from active markets for identical assets), Level 2 (not traded on an 
active market but for which observable market inputs are readily available), and Level 3 (valued 
based on significant unobservable inputs). 
 
An 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 maximize the use of observable inputs and minimize the use of unobservable 
inputs. 
 
The beneficial interest in an agency endowment fund held by the Community Foundation of 
Middle Tennessee represents the Agency’s interest in pooled investments with other participants 
in the funds. The Community Foundation prepares a valuation of the fund based on the fair value 
of the underlying investments using quoted market prices and allocates income or loss to each 
participant based on market results. The Agency reflects this asset within Level 2 of the valuation 
hierarchy. 
 
There have been no changes in the valuation methodologies used at June 30, 2016 and 2015. 
 
The method 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 Agency believes its 
valuation method is appropriate and consistent with that of other market participants, the use of 
different methodologies or assumptions to determine the fair value of certain financial instruments 
could result in different fair value measurements at the reporting date. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Donated Services 
 
Donated services are recognized if the services (a) create or enhance non-financial assets; or (b) 
require specialized skills, are performed by people with those skills, and would have otherwise 
been purchased by the Agency. 
 
A substantial number of unpaid volunteers have contributed their time to the Agency’s program 
and supporting services.  The value of this contributed time is not reflected in these statements 
since it does not meet the criteria noted above. 
 
Program and Supporting Services 
 
The following functional expense allocations are included in the accompanying financial 
statements: 
 

Program Services 
 
Case management services - social services to meet financial and material needs of HIV-
infected individuals and their families living in 17 counties of northern Middle 
Tennessee. 
 
Housing and financial assistance - provides social services to meet housing and related 
financial needs of HIV-infected individuals and their families living in 17 counties of 
northern Tennessee. These clients also received case management services.  
 
Emotional health and wellness - social services to meet emotional and/or therapeutic 
needs of HIV-infected individuals and their families. 
 
Onsite services - manages access by clients to Agency’s full range of social services and 
phone access to services via an 800-number.  Provides eligibility services for clients via 
Medical Case Management Associates. Also provides practical and material assistance 
such as nutrition assistance and transportation assistance to HIV-infected individuals and 
their families. 
 
Educational services - provision of HIV/AIDS prevention education and awareness to 
various populations and target groups throughout 17 counties of northern Middle 
Tennessee, as well as HIV testing/screening to help individuals learn their HIV status 
and take appropriate action. 
 
Public policy and advocacy - works to inform the community about the importance of 
the challenges of HIV/AIDS in Tennessee and the benefits of federal, state and 
community partnerships to address the needs of prevention, treatment and care in the 
state. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Program and Supporting Services (Continued) 

 
Program Services (Continued) 

 
Dental services - financial assistance for the payment of dental care for persons with 
HIV/AIDS throughout a 39-county area in Middle Tennessee and Upper Cumberland.   
 
Insurance services - financial assistance for payment of medical insurance premiums 
and/or medical and prescription deductibles and co-payments for persons with 
HIV/AIDS throughout the State of Tennessee. 

 
Supporting Services 

 
Management and general - includes the functions necessary to ensure an adequate 
working environment, board operations, and community planning and networking 
activities. 
 
Marketing - includes activities to inform the public and agency constituencies about 
the organization and its work, as well as education to raise and sustain community 
awareness of domestic HIV/AIDS issues.  Includes the cost of the Agency newsletter 
and any public relations campaigns. 
 
Fund development - includes costs of activities directed toward appeals for financial 
support, including special events.  Other activities include the cost of solicitations and 
creation and distribution of fundraising materials. 
 
Volunteer services - recruitment, training and placement of volunteers within the various 
departments of the Agency.  There are currently more than 350 volunteers that work in 
all areas of the Agency. 
 

Allocation of Functional Expenses 
 
Expenses that can be directly attributed to a particular function are charged to that function. 
Certain costs have been allocated among more than one program or activity based on objectively 
evaluated financial and nonfinancial data or reasonable subjective methods determined by 
management. 
 
Income Taxes 
 
The Agency qualifies as a not-for-profit organization exempt from income taxes under Section 
501(c)(3) of the Internal Revenue Code.  Accordingly, income taxes are not provided. 
 
The Agency files a U.S. Federal Form 990 for organizations exempt from federal income tax.  
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Income Taxes (Continued) 
 
Management performs an evaluation of all income tax positions taken or expected to be taken in 
the course of preparing the Agency’s income tax returns to determine whether the income tax 
positions meet a “more likely than not” standard of being sustained under examination by the 
applicable taxing authorities. Management has performed its evaluation of all income tax positions 
taken on all open income tax returns and has determined that there were no positions taken that do 
not meet the “more likely than not” standard. Accordingly, there are no provisions for income 
taxes, penalties or interest receivable or payable relating to uncertain income tax positions in the 
accompanying financial statements. 
 
Use of Estimates in the Preparation of Financial Statements 
 
The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period.  Actual results could differ from those 
estimates. 
 
Events Occurring After Reporting Date 
 
The Agency has evaluated events and transactions that occurred between June 30, 2016 and 
December 13, 2016, the date the financial statements were available to be issued, for possible 
recognition or disclosure in the financial statements. 
 
Recent Authoritative Accounting Guidance 
 
In May 2014, the Financial Accounting Standards Board (“FASB”) issued guidance on revenue 
from contracts with customers, requiring an entity to recognize the amount of revenue to which it 
expects to be entitled for the transfer of promised goods or services to customers. The updated 
standard will replace most existing revenue recognition guidance in GAAP when it becomes 
effective and permits the use of either a full retrospective or retrospective with cumulative effect 
transition method. In August 2015, the FASB issued Accounting Standards Update (“ASU”) 
2015-14 which defers the effective date of ASU 2014-09 one year making it effective for annual 
reporting periods beginning after December 15, 2018. The Agency is currently evaluating the 
effect that the updated standard will have on the financial statements. 
 
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU 
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are 
required to recognize lease assets and lease liabilities on the balance sheet for all leases with terms 
longer than 12 months. Leases will be classified as either finance or operating, with classification 
affecting the pattern of expense recognition in the income statement. The new standard is effective 
for fiscal years beginning after December 15, 2019, including interim periods within those fiscal 
years. The Agency is currently evaluating the impact of the pending adoption of the new standard 
on the financial statements. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Recent Authoritative Accounting Guidance (Continued) 
 
In April 2015, the FASB issued guidance requiring that debt issuance costs related to a recognized 
debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that 
debt liability, consistent with debt discounts. This ASU will be effective for the Agency for fiscal 
years beginning after December 15, 2015. The adoption of this standard is not expected to have a 
material impact on the Agency’s financial statements. 
 
 
 

NOTE 2 - GRANTS AND CONTRACTS RECEIVABLE 
 
Grants and contracts receivable consisted of the following as of June 30: 
 

2016 2015

HUD - Housing Opportunities for Persons with AIDS (HOPWA) 250,105$    164,212$    

HUD - Emergency Solutions Grant 14,735        -                  

CDC - HIV Prevention and Education 29,331        26,566        

CDC - Counseling and Testing Services 53,797        37,793        

CDC - High Impact Prevention 211,604      -                  

Ryan White CARE Act - Part B - Medical Case Management 149,359      65,701        

Ryan White CARE Act - Part B Care Middle Tennessee 28,587        26,185        

Ryan White CARE Act - Part B Dental Assistance Middle Tennessee 467,822      79,216        

Ryan White CARE Act - Part A Care
   Nashville Transitional Grant Area (TGA) 244,546      203,331      

Ryan White CARE Act - Part A Dental Assistance Nashville TGA 79,622        47,536        

Ryan White CARE Act - Part A Minority AIDS Initiative
   Nashville TGA 7,270          6,641          

Ryan White CARE Act - Part A Minority AIDS Initiatives Dental
   Nashville TGA 41,956        26,644        

Ryan White CARE Act - Part B Insurance Assistance 115,262      354,606      

State Department of Mental Health - Early Intervention Services 37,196        16,363        

National Institutes of Health -                  3,245          

Metro Nashville Community Enhancement Grant 14,105        21,986        

1,745,297$ 1,080,025$ 
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NOTE 3 - PROPERTY AND EQUIPMENT 

 
Property and equipment consisted of the following as of June 30: 
 

2016 2015

Land  $        400,000  $        400,000 
Building         1,615,000         1,615,000 
Building improvements            845,764            833,114 
Vehicles              32,957              32,957 
Software            120,283            115,033 
Furniture and equipment 331,647        291,684          

3,345,651       3,287,788       
Less accumulated depreciation (723,714)       (628,979)         

2,621,937$    2,658,809$     
 

 
 
NOTE 4 - AGENCY ENDOWMENT FUND 

 
The Agency has a beneficial interest in the Nashville CARES Endowment Fund (the “Fund”), an 
agency endowment fund held by the Community Foundation.  The Agency has granted variance 
power to the Community Foundation, and the Community Foundation has the ultimate authority 
and control over the Fund and the income derived therefrom.  The Fund is charged a .4% 
administrative fee annually.  Upon request by the Agency, income from the Fund representing a 
5% annual return may be distributed to the Agency or to another suggested beneficiary. 
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NOTE 4 - AGENCY ENDOWMENT FUND (CONTINUED) 

 
A schedule of changes in the Agency’s beneficial interest in this fund for the years ended June 30, 
2016 and 2015, follows: 
 

2016 2015

Balance - beginning of year 32,838$   28,826$   

Contributions to the fund 264          5,250       

Change in value of beneficial interest in agency endowment fund:
    Investment income (loss) (630)         668          

    Administrative expenses (158)        (406)        

(788)         262          

Distributions to the Agency (1,600)     (1,500)     

Balance - end of year 30,714$   32,838$  
 

 
 
 
NOTE 5 - FAIR VALUE MEASUREMENTS 

 
The following table sets forth by level, within the fair value hierarchy, the Agency’s assets at fair 
value as of June 30: 
 

Level 1 Level 2 Level 3 Total

Beneficial interest in agency 
   endowment fund -$                  30,714$         -$                   30,714$         

Level 1 Level 2 Level 3 Total

Beneficial interest in agency 
   endowment fund -$                  32,838$         -$                   32,838$         

2016

2015
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NOTE 6 - DEBT 

 
In May 2013, the Agency entered into a new loan agreement with BancorpSouth Bank.  The new 
note had an initial balance of $2,015,000 that was used to pay off an existing loan with Beacon 
Federal Bank. The loan requires principal and interest installments, with interest accrued at 4.49% 
per annum, through June 3, 2028.  On that date, the interest rate will be modified to be prime plus 
0.25% (with a floor of 4.5%) until the note’s maturity on June 3, 2033.  The note is secured by a 
deed of trust on the Agency’s real estate. This note may be prepaid in whole or in part at any time 
and requires a prepayment premium for prepayments under certain circumstances prior to May 3, 
2018. 
 
A schedule of future principal maturities under the note as of June 30, 2016, follows: 
 

Year ending June 30,

2017 72,886$                
2018 76,273                  
2019 79,819                  
2020 83,336                  
2021 87,403                  

Thereafter 1,415,131             

1,814,848$          
 

 
On December 4, 2012, the Agency entered into a new line of credit agreement with BancorpSouth 
Bank.  The new line of credit allows for maximum borrowings up to $1,000,000, bears interest at 
the prime rate (with a floor of 3.75%) and matures on June 6, 2017.  The effective interest rate at 
June 30, 2016 was 3.75% and the outstanding balance was $741,393 ($154,747 at June 30, 2015). 
The line of credit is secured by substantially all assets of the Agency, except for real property. 
 
Both the facility note and the line of credit place certain restrictions and limitations on the 
Agency, including maintenance of a specified debt service coverage ratio. As of June 30, 2016, 
the Agency was in compliance with this requirement.   
 
Total interest expense incurred by the Agency was $93,955 in 2016 and $113,277 in 2015 and is 
included in occupancy expense for the note payable and in bank fees and interest expense for the 
line of credit. 
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NOTE 7 - TEMPORARILY RESTRICTED NET ASSETS 

 
Temporarily restricted net assets consisted of the following as of June 30: 
 

2016 2015

United Way of Metropolitan Nashville:
Designations 16,790$       12,228$       
Outcome-based funding grants 24,435         19,650         

HCA Caring for the Community campaign 18,469         17,903         
Other United Way and workplace campaigns 18,252         31,421         
Donation for special events 78,452         57,258         
Corporate and foundation grants - operational support

for the following year:
AIDS United 35,000         19,000         

Annual campaign 36,842         32,133         
Religious contributions 4,625           3,500           

232,865$     193,093$     
 

 
 
NOTE 8 - EMPLOYEE BENEFIT PLAN  

 
The Agency sponsors a Section 403(b) retirement plan.  Employees may participate in the plan 
upon hiring.  Under the plan, the Agency has the discretion to vary the rate of the Employer match 
on an annual basis up to a maximum of 6% of each eligible employee’s compensation.  During 
2015, management approved a matching contribution for employees with at least five years of 
service, and at a rate up to a maximum of 2.5% of each eligible employee’s compensation, based 
on seniority.  The Agency contributed $11,462 during 2015. Management elected to not make 
matching contributions during 2016. 
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NOTE 9 - CONCENTRATIONS OF CREDIT RISK 

 
Financial instruments that potentially subject the Agency to concentrations of credit risk consist of 
cash and cash equivalents, various federal grants, accounts and United Way receivables. 
Contributions receivable consist of individual and corporate contribution pledges which are 
widely dispersed to mitigate credit risk. Grant and United Way receivables represent 
concentrations of credit risk to the extent they are receivable from concentrated sources. 
 
The Agency maintains cash balances at financial institutions whose accounts are insured by the 
Federal Deposit Insurance Corporation (“FDIC”) up to statutory limits. As of June 30, 2016, the 
Agency’s depository accounts exceeded FDIC insurance limits by approximately $5,186,000. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

FOR THE YEAR ENDED JUNE 30, 2016 
 
 
Summary of Auditor’s Results 

   

Financial Statements    

Type of report the auditor issued on whether 
the financial statements audited were prepared 
in accordance with GAAP: 

 Unmodified  

  
Internal control over financial reporting:    
  
 Material weakness(es) identified?                    yes       x        no 
  
 Significant deficiency(ies) identified?                   yes       x        none reported 
  
Noncompliance material to financial statements 
noted? 

  
                 yes 

 
      x        no 

  
Federal Awards    
  
Internal control over major programs:    
    
 Material weakness(es) identified?                   yes         x       no 
    
 Significant deficiency(ies) identified?                   yes         x       none reported 
  
Type of auditors’ report issued on compliance 
for major programs: 

  
Unmodified 

 

  
Any audit findings disclosed that are required 
to be reported in accordance with 2 CFR 
200.516(a)? 

  
 
                 yes 

 
 
        x       no 

  
Identification of major programs:    
  
CFDA Number(s)  Name of Federal Program or Cluster 
 
93.914 HIV Emergency Relief Project Grants 
 
 
Dollar threshold used to distinguish between 
type A and type B programs: 

  
$750,000 

 

  
Auditee qualified as low-risk auditee?          x       yes                  no 
 
 


