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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Wayne Reed Christian Childcare Center, Inc.

We have audited the accompanying financial statements of Wayne Reed Christian Childcare
Center, Inc. {& nonprofit organization) as of December 31, 2014 and 2013, which comprise the
statements of financial position as of December 31, 2014 and 2013, and the related statemenis of
activities, functional expenses, and cash flows for the years then ended, and the related notes to
the financial statements,

Management's Responsibitity for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
N accordance with accounting principles generaily accepted in the United States of America; this
includes the design, implementation, and maintenance of internal  control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is 1o express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United Stateg
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of materia! misstatement.

An audii involves performing procedures to obtain audit evidence about the amounts ahd
discloswres in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatemen! of the financial
stalements, whether due to fraud or error. In making those risk assessments, the auditor considers
internai control relevant to the entity's preparation and fair bresentation of the financial statements
in order to design audit procedures that are appropriate in the circurnstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal cantrol, Accordingly,
WE express no such opinion. An audit also includes evajuating the appropriateness of accounting
policies used and the reasonabieness of significant accounting estimates made by management,
as well as evalualing the overall presentation of the financial statements.

We believe that the audit evidence we have oblained is sufficient and appropriate {o provide a
basis for our audit opinion.
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WAYNE REED CHRISTIAN CHILDCARE CENTER, INC,

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2014 AND 2013

ASSETS

CURRENT ASSETS:

Cash and cash equivalenis
Accounts receivable, net

Rencvation receivable

Promises to give

Investments in marketable securities
Prepaid expenses and other assets
Total current assets

FROPERTY AND EQUIPMENT,
NET OF ACCUMULATED DEPRECIATION

DEPOSITS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable

Accrued fiabilities

Wages and payroll taxes payable
Total current liahilities

NET ASSETS:

Unrestricted net assets:
Invested in property and equipment
Undesignated

Total unrestricted

Temporarily restricted

Permanently restricted

Total nat assets

TOTAL LIABILITIES AND NET ASSETS

The aceompanying notes are an integral part of these financial statements,

2014 2013
3 262,068 $ 307,071
10,007 33,243
. 48,565
62.192 42,017
1,179,922 1,108,748
7,395 6,333
1,621,674 1545977
483,513 507,830
1,000 1,000
_$ 2,006,187 $ 2,054,807
$ 10,562 $ 9,664
12,674 24,258
20,249 18,447
43,485 52,369
483,513 507,830
1,004,437 988,084
1,487,950 1,495,914
268,187 299,959
206,565 206,565
1,662,702 2,002,438
$ 2,006,187 $ 2,054,807
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WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED BECEMBER 31, 2014

SUPPORT AND REVENUES:
State grants
Donations and private grants
Child care fees and subsidies
Fundraising events
Total
Net assets released

from restrictions
Total suppont, revenues

and reclassifications

NET INVESTMENT RETURN

EXPENSES:

Program services:
Child development

Supporting sefvices:
Management ang geners|
Fundraising

Total expenses

CHANGE IN NET ASSETS

NET ASSETS:
Beginning of year

End of year

Temporariy Permanently

Unrestricteg Restricted Restrictad Total
$ 33813 3 - $ - ] 33,813
179,725 110,788 - 288,513
185,077 - - 185,077
171,549 - ~ 171,548
570,264 110,788 - 681,052

142,560 (142,560} . )
712,824 (31.772) - 881,052
77,508 - 77,509
602,655 - 602 655
766,868 - - 166,868
28,674 - - 28,674
798,207 . - 798,297
{7,964) (31,772) - (38,736)
1,495 914 289 650 208 565 2.002 438
$ 1487950 g 268,187 $  2086.565 $ 1,862,702

The accompanying notes are an integral pari of these financial statements.




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2013

SUPPORT AND REVENUES:

State grants
Denatiens and private grants
Child care fees and subsidies
Fundraising events
Loss on disposal of property
and equipment
Totat
Net assets rejeased
from restrictions
Tota! support, revenues
and reclassifications

NET INVESTMENT RETURN

EXPENSES:

Program services:
Child development

Supporting services:
Management and general
Fundraising

Total expenses

CHANGE IN NET ASSETS

NET ASSETS:
Beginning of year

End of year

The accompanying notes are an

Temporarily Fermanently

Unrestricted  Restricted Restricteg Total
$ 53,187 & - % - $ 53,197
203,181 167,188 - 370,348
196,160 - - 196,160
138,783 - - 138,783
582 311 167,188 - 758,488

73,799 (73,799) -

666,110 93 389 758,458
168,455 - . 168,455
574,747 - - 574,747
167 827 . - 167,827
24 501 - - 24.501
767,075 - i - 767,075
67,490 893,389 - 160,875
1428 424 208,570 206,565 1,841,559
$ 1495914 § 29995¢ $ 206565 $ 2002438

integral part of these financial statements.




WAYNE REED CHRISTIAN CHILDCARE CERTER, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2044

Program Supporting
Services Services
Child Manzgement Fund-
Development and Generaj Raising Total

Salaries $ 326140 % 108,713 § - $ 434,853
Employee benefits 37,416 12472 . 49,887
Payroll taxes 23,824 7,842 - 31,7686
Total personnel costs 387,379 129,127 - 516,508
Fundraising expenses - - 28674 28,674
Daycare supplies 88,623 - - 88,523
Utilities 13,843 4615 - 18,458
Contract labor 8,750 3,250 - 13,000
Office supplies 3,231 - - 3,231
Insurance 10,485 3,485 - 13,880
Telephone 2,707 a0z ~ 3,608
Administrative expenses 48 261 16,087 - 64, 348
Total expernises before

depreciation 574,178 157,476 28,674 760,324
Depreciation 28,476 8,492 - 37,968
Total expenses $ 602655 % 166,968 3 28674 § 798,287

The accompanying rotes are an integral part of these financial statements.




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2013

Salaries

Employee benefits
Payroll taxes

Total personnel costs

Fungraising expenses

Daycare suppties

Utllities

Contract labor

Office supplies

Insurance

Telephone

Administrative experises

Total expenses before
depreciation

Depreciation

Total expanses

Program Supporting
Services Services
Child Management Fund-
Development and General Raising Total
$ 344988 114885 % - ¥ 459,081
34,580 11,527 - 46,107
25,608 8,536 - 34,145
405,175 135,058 - 540 233
. 24 501 24 501
88 445 - - 68,445
11,851 3,884 - 15,835
9,750 3,260 - 13,000
2,821 - - 2,821
8,043 2,681 - 10,724
2,605 868 - 3,473
43,083 14 364 - 57,457
551,883 160,205 24,501 736,589
22,864 7,622 30,486
$ 574747 167,827 % 24501  § 767,075

The accompanying notes are an integral part of these financial statements,




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2015

204 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
Net change in net assets 5 (39,736) $ 160,879
Adjustments to reconcile net change in net assets
to net cash provided by operating aclivities:
Depreciation 37,968 30,486
Noncash stock donations - {8,680)
Net unrealized appreciation {depreciation)
in fair value of investments 4,928 {116,550)
Net realized gains on disposal of investments (86) -
Net changes in other operating assets and liabilities’
Accounts receivable 23,147 12,808
Renovation receivable 48 565 {48,565)
Promises to give {20,175) 35,451
Prepaid expenses and other assets (1.062) (4,153)
Accounts payable and accrued iabilities (8,885) 15,671
Net cash provided by operating activities e 44664 77,347
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (13,651) (21,232)
Purchases of investments (76,656) {48,517
Proceeds from sale of investments 640 8,680
Net cash used in investing activities (89,667) .. (61,088
NET CHANGE IN CASH AND CASH EQUIVALERNTS (45,003} 18,278
CASH AND CASH EQUIVALENTS, BEGINNING 307,07+ 250,793
CASH AND CASH EQUIVALENTS. ENDING § 262,088

The accompanying notes are an integral part of these financial statemente.

¥ 307,071




WAYNE REED CHRISTIAN CRILDCARE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014 AND 2013

NOTE 1 - STATEMENT OF PURPOSE

Wayne Reed Christian Childeare Center, Inc. {the ‘Center”), founded in 18886, is qualified as a tax-
exempt organization under section 501(c)(3) of the Internal Revenue Code. The primary program of
the Center is the operation of a day care facility for inner city and low-income chitdren.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Periods

All references to 2014 and 20153 in these financial statements refer to the years ended December
31,2014 and 2013, respectively, unless otherwise noted.

Basis of Accounting

The financial records of the Center are maintained on the accrual basis of accounting in
accordance with U S, generally accepted accounting principles.

Financial Statement Presentation

The Center is required to repont information regarding its financisi position and activities according
to three classes of net assets as follows:

Unrestricted - This class includes net assets tha! are not subject to any donor-imposed
restrictions. Unrestricted net assets may be designated for specific purposes by action of the Beard
of Directors.

Temporarily Restricted — This class includes net assets whose use by the Center is subject to
donor-imposed restrictions that can be fulfilled by actions of the Center pursuant to those
restrictions or that expire by the passage of time. When a restriction expires, temporarily restricted
net assets are reclassified to unrestricted net assels and reported in the statement of activities as
net assets released from resfictions.

Permanently Restricted - This class includes net assels subject fo donor-imposed restrictions
that require the assets to be maintained permanently by the Center. Generally, the donors of these
assets permit the Center to use all or part of the income earned on any related investments for
generai or specific purposes.

Cash and Cash Eouivalents

For purposes of the statement of cash flows, the Center considers all highly liquid investments with
a maturity of three months or less when purchased to be cash equivafents.

-0 -




WAYNE REED CHRISTIAN CHILDCARE CENTER, ING.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

NOYE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Investmenis
investments are reporled at fair value. Gaing and losses, whether realized or unrealized, are

included in the statement of activities and changes in net assets. investment income is aliocated
on a monthly basis to each fund based on the fund's percentage of total market value.

See Note 3 for furthar details related to investments.

Accounts Receivable

Accounts receivable consist of receivables from parents, guardians, and governmental agencies for
child care fees and subsidies and from governmentat agencies for grants earned. The Center uses

on prior years' experience and management's analysis of specific accounts receivable. At
December 31, 2014 ang 2013, management believes that all accounts receivable are fully
collectible. Therefore, no aliowance was deemed necessary,

Contributlons and Promises tc Give

In unrestricted net assets if the restrictions expire in the fiscal year in which the contributions are
recognized. All other donor-restricted contributions are reporied as increases in temporarily or
permanently restricted net assets depending on the nature of the restrictions. When a restriction ic
satisfied or expires, temporarily restricted net assets are reclassitied to unrestricted net assets.

made. At December 31, 2014 and 2013, management believes that all promises to give are fully
collectible. Therefore, no allowance was deemed necessary.

Property ang Ecuinment




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC,
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Deferred Revenue

Tuition is recorded by the Center as revenue in the period to which the tuition relates. Tuition

cellected in the current year, which is applicabie to future years, is deferred and recognized as
revenue in the appropriate year.

income Taxes

As menticned in Note 1, the Center is a fax-exempt organizatior: accordingly, no provision Tor
income taxes is included in the accompanying financial statements.

The Center files an annual information return (Form 980) with the U S government. At December
31, 2014, the Foundation is no tenger subject to U.8. tax examinations of these information returns
by tax authorities for years before December 31, 2011,

Grant Revenues

Grant revenues are recognized when qualified, reimbursable expenses are incurred or when
services are performed,

Donated Materials and Services

Donaied materiais are recognized as contributions at their estimated fair values at date of receipt.
The value of donated services meeting the requirements for recognition in the financial statements
was not material and has not been recorded. A substantial number of volunteers have donated
significant armounts of time in the Center's programs, development and fund raising activities.

Functional Allocation of Expenses

Expenses, which are directly related to a function, are charged to that function Expenses that are
related 1o more than one funciion are allocaled to the applicable functions based Upon various
allocation methods in order to reflect the total cost of each function.

Estimates
The preparation of financia! statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported

amounts and disclosures. Accordingly, actual results could differ from those estimates.

Events Occurring After Reporting Date

The Center has evalualed events and lransactions that occurred between December 31, 2014 and
January 27, 2016, which is the date that the financial statements were available to be issued, for
possible recognition or disclosure in the financial statements.

BTN




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC,

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

NOTE 3 ~ INVESTMENTS in MARKEYABLE SECURITIES

levels: Level 1 inputs consist of unadjusted quoted prices in aclive markets for identical assels and
have the highest priority, and Leve! 3 inputs have the lowest priority. The Center uses appropriate
valuation techniques based on the available inputs to measure the fair value of its investments
When available, the Center measures fair value using Level 1 inputs because they generaily
provide the most reliable evidence of fair vaiue.

Following are the fair values of invesimenis according to the fair value hierarchy at December 31,
2014 and 2013:
Fair Value
Measurements Using
Cluoted Prices

in Active
fifarkets for
Fair identical Assets
Value ‘ {Levei 1}
At December 31, 2014:
Mutuai funds and
exchange traded funds $1,179.922 31,179,622
At December 31, 2043:
Mutual funds ang
exchange traded funds ¥ 1,108,748 $ 1,108,748

Level 1 Fajr Value Measurements - The fair values of the mutual funds and exchange traded funds
are based on quoted market prices in active markets.

Following are the details of the net investment return for 2014 and 20613

2014 2013

Interest and dividends $ 82351 $ 51,905
Realized gains on disposal of investments 86 -
Unrealized appreciation {depreciation) in fair value

of investments (4,828) 116,550
Net investment return $ 77500 $ 168,455

At December 31, 2014, the cumulative unrealized appreciation of investments is $181,822.

-43.



WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consists of the following, as of December 31, 2014 and 2013

2014 2013
Building and related improvements & 772,767 $ 767,791
Office equipment and computers 64,000 83,275
Kitchen equipment and cabinets 37,253 29,303
Playground equipment 56,443 56,443
Totai cost 830,463 916,812
Less accumulated depreciation {446,8503 {408,982)
Net property and equipment 3 4B3.513 § 507,830

Depreciation expense for the years ending 2014 and 2013 was $37,968 and $30,486, respactively.

NOTE 5 - EMPLOYEE BENEFIT PLAN

The Center maintains a 403(b} plan for its employees. Upon completion of one year of service, the
Center will match an emplcyee’s annual contribution, up to $1,000. The Center recognized $2,812
and $3,435 of costs related o this pian during 2014 and 2013, respectively.

NOTE 6 ~ LEASES

in 1897, the Center entered into a ground iease and operating lease with Youth Encouragement
Services for the use of their premises for a period of thirty vears ending December 2026. The
Center agreed to pay rent of one dollar each year of the lease. Under the terms of the leases the
Center has the right of first refusal should Youth Encouragement Services desire to sell the facility.

NOTE 7 ~ CONCENTRATIONS

The Center maintains bank accounts whose balances may, at times, exceed FDIC insurance limits.
The Center has not experienced any losses in such accounts, and management does no! believe
that they are exposed to any significant credit risks on these accounts.

See Note 3 for g description of the risks associated with the Center's investments in marketable
securities.

The Center relies heavily on donations ang grants to fund its operations  The loss of these funds
would have a significant impact on the operations of the Center,

14 -




WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

NOTES TO FINARCIAL STATEMENTS {CONTINUED)
DECEMBER 31, 2014 AND 2013

NOTE 8 - RENOVATION RECEIVABLE

NOTE 8 - NET ASSETS

The State of Tennessee has passed the Uniform Prudent Management of Institutional Funds Act
("UPMIFA"). The Center has interpreted the UPMIFA as requiring the preservation of the fair value
of the originat gift as of the gift date of the donor-restricted endowment funds absent explicit
restrictions {o the contrary. The Center classifies as permanently restricted net assets the sum of
(8) the original value of gifts donated to the permanent endowments, (b) the criginal value of
subsequent gifis to the peérmanent endowments, and {c} accumulations to the permanent
endowments made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. Al the current time, none of the endowment funds
have donor-imposed instructions that specify accumulations, as noted in item (¢} of the preceding
sentence.

The remaining portion of the donor-restricted endowment funds that are not classified in
permanently restricted net assets are classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the Center in 2 manner consistent with the standard
of prudence prescribed by UPMIFA.

In accordance with UPMIFA. the Center considers the following factors in making a determination
1o appropriate or accumulate donor-restricted endowment funds.

{1) General economic conditions;

(2) The possible effect of inflation and deffation;

(3} The expected tax consequences, if any, of investment decisions or strategies;

(4) The role that each investment of course of action plays within the overali investment
portfolio;

{5) The expected totai return from income and appreciation of investments:

(6) Other resources of the Center;

{7} The needs of the Center and the endowment funds to make distributions and to
preserve capital; and

{8) An asset’s special retationship or special value, if any, to the charitable purposes of the
Center.

The Center has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supporied by its endowments while seeking o
maintain the purchasing power of the endowment assets. Endowment assets include those assets
of donor-restricted funds that the Center must hold in perpetuity or for a donor-specified period as
well as any entity-designated funds

-15.



WAYNE REED CHRISTIAN CHILDCARE CENTER, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2014 AND 2013

NOTE 8 - NET ASSETS (CONTINUED)

To satisfy its long-term return objectives, the Center relies on a total return sirategy in which the
investment returns are achieved through both capital appreciation {realized and unrealized) and
current yield (interest and dividends).

Permanently restricted net assets consist of the following at December 31, 2014 and 2013

2014 2013

Danor-restricted endowment fund § 206,685 3 206,565

Temporarily restricted net assets were available for the following purposes at December 31, 2014
and 2013:

2014 2013
Multicullural center ¥ 131,232 $ 131,232
United Way fileracy grant 126,493 108,541
Memorial Foundation remodeling grant 462 4,621
Pre-K summer program 10,000 10,000
Community Foundation renovation grant - 48,565
Total temporarily restricted assets $ 268,187 $ 299959
R e e s

The entire release of temporarily restricted net assets for both years was related {0 the incurrence
of various expenses that satisfied the respective donor restrictions.

NOTE 10 — PRIOR PERIOD ADJUSTMENT

The center employs individuals to provide child care and operational support. Historically, accruals
for unpaid wages, vacation and the related employer taxes have not been recorded due to the
relative immateriality of those amounts. During 2014, the Center decided to correct this error.
Accordingly, the Center restated its financial statements for the year ended December 31, 2013,
The effect of the correction on the 2013 statement of activiies was to increase the change in net
unrestricted assets for 2013 by $692. The effect of the correction on the 2013 statement of
financial position was 10 increase wages and payroll taxes payable in the amount of $18,447 as of
December 31, 2013. The cumulative effect of this correction for all prior years resulted in 2
decrease in unrestricted net assets at the beginning of 2013 in the amount of $19,138,
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