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B  Edmondson, Betzler I Montgomery, PLLC
(Certified Public Accountants)

INDEPENDENT AUDITORS' REPORT

Members of the Board of Directors
Journeys in Community Living, Inc.

We have audited the accompanying statements of financial position of the Journeys in Community Living,
Inc. as of June 30, 2012 and 2011, and the related statements of activities, functional expenses, and cash
flows for the years then ended. These financial statements are the responsibility of the management of

the Journeys in Community Living, Inc. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States of America. 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 overall financial statement
presentation. We believe that our audits provide a reasconable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Journeys in Community Living, Inc. as of June 30, 2012 and 2011, and the
changes in its net assets and its cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The schedule of expenditures of federal awards and state financial assistance on page 11 is presented
for purposes of additional analysis and is not a required part of the financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in
relation to the financial statements as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated October 5,
2012, on our consideration of Journeys in Community Living’s internal control over financial reporting and
our tests of its compliance with certain provisions 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 internal control over financial reporting or on compliance. That report is an integral part of an audit

performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.
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October 5, 2012
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JOURNEYS IN COMMUNITY LIVING, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2012 AND 2011

ASSETS
2012 2011
Current assets:
Cash $ 574,255 $ 717,842
Accounts receivable 391,831 336,851
Deposits 10,532 10,532
Prepaid expenses 6,294 6,140
Total current assets 982,912 1,071,365
Capital assets less accumulated depreciation 506,440 413,880
Total assets 3 1,489,352 $ 1,485,245
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable $ 14,840 $ 11,531
Accrued leave payable 151,543 136,547
Other accrued expenses 115,923 101,704
Advance - State of TN - 122,533
Client trust accounts 56,050 55,109
Total current liabilities 338,356 427 424
Net Assets:
Unrestricted net assets 1,048,594 1,057,821
Temporarily restricted net assets 102,402 -
Total net assets 1,150,996 1,057,821
Total liabilities and net assets $ 1,489,352 $ 1,485,245

The accompanying notes are an integral part of these financial statements.
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JOURNEYS IN COMMUNITY LIVING, INC.
STATEMENTS OF ACTIVITIES
YEARS ENDED JUNE 30, 2012 AND 2011

Unrestricted support and revenues

Tennessee Department of Intellectual and
Developmental Disabilities

Tennessee Department of Human Services-
Division of Rehabilitation Services

Rutherford County

United Way

Workshop contracts

Client rent

Contributions

Gain on disposal of fixed assets

Interest income

Miscellaneous

Net assets released from restrictions

Total unrestricted support and revenues

Expenses
Program services:
Day services
Residential services
Total program services expense

Supporting services:
Management and general
Development
Total supporting services expense
Total expenses
Increase (decrease) in unrestricted net assets
Temporarily restricted net assets
Contributions
Tennessee Department of Transportation
Other contributions
Net assets released from restrictions
Restrictions satisfied by passage of time
Increase in temporarily restricted net assets
Change in net assets

Net assets, beginning of year

Net assets, end of year

2012 2011
$ 4,121,995  $ 3,933,253
10,419 11,664
32,000 32,000
100,891 101,000
86,930 72,345
41,981 48,375
42,458 18,999
5,970 1,300
1,660 3,412
3,010 946
26,681 -
4,473,995 4223294
1,025,565 1,022,120
2,818,985 2,633,720
3,844,550 3,655,840
587,130 544,615
51,542 -
638,672 544,615
4,483,222 4,200,455
(9,227) 22,839
119,083 ’
10,000 .
(26,681) .
102,402 -
93,175 22,839
1,057,821 1,034,982
$ 1,150,996 $ 1,057,821

The accompanying notes are an integral part of these financial statements.
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JOURNEYS IN COMMUNITY LIVING, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2012 AND 2011

2012 2011
Cash flows from operating activities
Change in net assets 93,175 $ 22,839
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 72,576 57,069
Gain on disposal of equipment (5,970) (1,300)
In kind contributions and grants (137,063) -
Changes in current assets and liabilities:
(Increase) decrease in accounts receivable (54,980) 83,650
Decrease in deposits - 321
(Increase) decrease in prepaid expenses (154) 13,608
Increase (decrease) in accounts payable 3,309 (2,605)
Increase in accrued leave payable 14,996 -
Increase in other accrued expenses 14,219 11,875
Decrease in advance - State of TN (122,533) (169,310)
Increase (decrease) in payables to clients 941 (16,620)
Net cash used in operating activities (121,484) (473)
Cash flows from investing activities
Proceeds from sale of fixed assets 5,970 1,300
Fixed assets purchased (28,073) (25,554)
Net cash used in investing activities (22,103) (24,254)
Net decrease in cash (143,587) (24,727)
Cash at beginning of year 717,842 742,569
Cash at end of year $ 574,255 $ 717,842
Supplemental disclosure of cash flow information:
Equipment acquisitions through contributions and grants 137,063 $ =

The accompanying notes are an integral part of these financial statements.
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NOTE 1 -

JOURNEYS IN COMMUNITY LIVING, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2012 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Journeys in Community Living, Inc. is a private, nonprofit agency established in
1974 to provide independent living and vocational training services to adults with
mental retardation who live in Rutherford County. Prior to this year, the
Organization operated under their former name, Rutherford County Adult Activity
Center, Inc. Currently, approximately 95 adults are served by the program. The
Organization operates one group home and seventeen companion homes in
addition to its sheltered workshop.

A major portion of funding is provided by the Department of Intellectual and
Developmental Disabilities under a five year contract expiring December 31,
2014. A major reduction in these funds, should this occur, could have a
significant effect upon future operations.

Basis of Presentation

The Organization is required to report information regarding its financial position
and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis
of accounting. The accrual basis of accounting recognizes revenues when
earned. Expenses are recorded when incurred.

Revenues

Grants and other contributions of cash are reported as temporarily restricted
support if they are received with donor stipulations that limit the use of the
donated assets. When a donor restriction expires, that is, when a stipulated time
restriction ends or a purpose restriction is accomplished, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.



NOTE 1 -

NOTE 2 -

NOTE 3 -

JOURNEYS IN COMMUNITY LIVING, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2012 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles 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.

Tax-Exempt Status

Journeys in Community Living, Inc. is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and, accordingly, no provision for income
taxes is included in the accompanying financial statements. It is chartered as a
not-for-profit corporation by the State of Tennessee.

Events Occurring After Reporting Date

Journeys in Community Living, Inc. has evaluated events and transactions that
occurred between June 30, 2012 and October 5, 2012, which is the date that the
financial statements were available to be issued, for possible recognition or
disclosure in the financial statements.

CASH AND CASH EQUIVALENTS

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

ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following at each June 30:

2012 2011
State of Tennessee $ 367,455 $ 329,969
Workshop activities and other 24 376 6,882
Total $ 391,831 5 336,851




NOTE 4 -

NOTE 5 -

NOTE 6 -

JOURNEYS IN COMMUNITY LIVING, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2012 AND 2011

FIXED ASSETS AND DEPRECIATION

Property and equipment acquisitions with a per-unit cost in excess of $500 are
capitalized at cost. Depreciation is taken on the straight-line method using
estimated useful lives as follows:

Life in years

Buildings 25 $ 285196 $ 285,196
Building improvements 25 21,166 21,166
Leasehold improvements 15-25 550,133 550,133
Furniture and fixtures 5-7 89,526 89,526
Transportation equipment 5 459,256 374,100
$ 1,405,277 $ 1,320,121

Less accumulated depreciation 918,632 926,036
486,645 394,085

Land 19,795 19,795

$ 506,440 $ 413,880

LINE OF CREDIT

The Organization has a $200,000 line of credit with FirstBank. There were no
amounts drawn on the line of credit at June 30 of 2012 and 2011. Interest is
payable monthly at prime. The line matures on October 1, 2013.

OPERATING LEASES

The Organization leases 4 automobiles used in its day services. All automobiles
are leased under 36 month terms with maturity dates ranging from January 2013
through June 2014. Minimum lease payments under these leases for years
ending June 30, 2013, and 2014 are expected to be $21,573 and $6,205,
respectively. For June 30, 2012 and 2011, lease expenses of $31,287 and
$35,717 have been included in the statements of functional expenses as vehicle
expenses.

The Organization leases its office under a month to month lease with Rutherford
County. For both June 30, 2012 and 2011, lease expense of $9,600 has been
included in the statements of functional expenses as rent expense



NOTE 7 -

NOTE 8 -

NOTE 9 -

JOURNEYS IN COMMUNITY LIVING, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2012 AND 2011

FUNCTIONAL ALLOCATION OF EXPENSES

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

CONCENTRATIONS OF CREDIT RISK

The Organization maintains deposits a local financial institution. The deposits in
this institution, at times, exceed amounts covered by insurance provided by the
U.S. Federal Deposit Insurance Corporation (FDIC). The Organization believes
that there is no significant risk with respect to these deposits.

NET ASSETS

Temporarily restricted net assets as of June 30, 2012 were restricted for the
following purposes:

Tennessee Department of Transportation -

Restricted grant $ 92,402
Vehicle purchase 10,000
$ 102,402

During 2012, the Tennessee Department of Transportation awarded the
Organization a grant for the purchase of 2 buses and 2 vans for the
transportation of service recipients. The grant gives legal title of the vehicles to
the Organization subject to the State’s equitable interest, to the extent of its pro
rata share, based on the State’s contribution to the purchase price, which is 90%
of the total cost. The Organization paid 10% of the cost of the vehicles. Buses
and vans used under this grant are to be used for five years or 125,000 miles
and 4 years or 100,000 miles, respectively.

-10-
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B  Edmondson, Betzler L Montgomery, PLLC
(Certified Public Accountants)

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Journeys in Community Living, Inc.

We have audited the financial statements of Journeys in Community Living, Inc. (a nonprofit
organization) as of and for the year ended June 30, 2012, and have issued our report thereon
dated October 5, 2012. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial

audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control over Financial Reporting

Management of Journeys in Community Living, Inc. is responsible for establishing and
maintaining effective internal control over financial reporting. In planning and performing our
audit, we considered Journeys in Community Living, Inc.’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Journeys in Community Living, Inc.’s internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the Organization’s internal
control over financial reporting.

A deficiency in internal controls exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable

possibility that a material misstatement of the organization’s financial statements will not be
prevented, or detected and corrected on a timely basis.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Journeys in Community Living, Inc.’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.
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INDEPENDENT AUDITORS’ 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 (CONTINUED)

We noted certain matters that we reported to management of Journeys in Community Living,
Inc. in a separate letter dated October 5, 2012.

This report is intended solely for the information and use of the Board of Directors,
management, others within the organization, and the State of Tennessee Division of Municipal

Audit, and is not intended to be and should not be used by anyone other than these specified
parties.

T, Dl &) Drzsnies, b

October 5, 2012
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