TENNESSLEE BATTIST
ADULT HOMES, INC,

FINANCIAL STATEMENTS
AND SUIMTLEMENTARY INFORMATION

OCTOEER 31, 2007



TENMESSEE BAPTIST ADTUTT HOMES, INC.

Tahle of Conlenls

Page

INDEFENDENT AUDITORS® REPDRT wriiisiniiiieer comciecs i isiias s !
FIMANCTAL STATEMENTS

Sttt o F Financied Pasition . i iaeie msiiesticd S it il i 2

Ebmient CF A GRVITIEE i any e i smigssomsssmsss 1 i v s namm g susl = i-a

Saatarentnd Cash R mss i A R A e e e 3 R rd

Sauterrent of Funetional EXDemies. o s e &

Motes to Finaneial STAEMERTE «o i smseces mecees st esis e imns wasens SRy 9.19
SUPPLEMENTARY IKFOEMATION

Cuombining Schedule - Statement of Financial Posiion...... o 20

Combrning Schedule - Statement of AoUvibies ... 2122



E CROSSLINVADEN

gy -w-r-"&g.smmws

Independent Auditors' Keport

The Boeord of Trustess
Tunnessee Baplist Adult Homes, Lne,
Brontwood, Tenoessee

W have nudited the accompanyiag stateiment of fingncial position of Tennesses Baptize Adult
Homes, Inc., (“Adult Homes™) as of October 31, 2007, and the related statarnents of activities,
cugh Nlews and functional expenses for the vear then ended. These financial statements are the
rezponzikility af the Adult Hymes' manegement, Our reaporsibil fy i3 to cxpress an opinion on
these fingneial statements hased on our awdil.

We conducted our awdil in ascordance with awditing standards geaeral’y accepted in he United
Slates ol America. Thoze standards reguire thar we plan and parform the audit to obtain
reasonable assurance alont wharher the financial statements are frez of metarial misstatement,
An oaudit meludes examining, on a test basis, evidence supporting the amounts and disclosurey
in the Sinancial statements. An audit also includes assessing the accounting principles used and
significant estmatss made by management, 88 well as evaluating the overal” financial statcmzant
presentaton. We believe diat oor andit providzss a reasonable basis for our opinion.

In our opinion, the financial statecmeonts reforred to above present Baicky, in all material respects,
the financial position of Tennesses Saptist Adult Homes, Ine, as of Cetober 31, 2007, and the
changes in i3 net ssscts and its cosh Jows {os the yeos then ended in conformily witk
geceunling principles generally avcepled o he Unied Slates ol Aoeriva,

A3 desceribed in Note T o the financial statements, Adult Homes adopted Statement of Financial
Acoowring Standards (SFAS) Mo, 138, Emplavers  Azcounring for Deffned Bencdf Pension ang
arfer Pastrearivement Plane, which changed its method of secmmting far postretitoment eme s
cffoctive for the vear ended Ootoher 31, 2007,

Crur audit was conducted for the parpose of forming an opinion on the hasic financial starcmeaents
Laken as a whale, The supplementary financial information on papes 20 - 22 is presented tor the
purposes of additional analvsis and is not a required part o7 the basic financizl sterements. Such
information has been subjected to the auditing procedurcs applicd in the andit of the basic
finangial statements and, in our opinion, is Teirly stated noall material reapects in relasion to the
hasziz fingncial statements taken 2= 2 whole.

December 6, 2007

Masheille, Tennesses

1325 West Dnd ASwvanue, Swie TG - Maskmalles, Tegneases 33205 - e, G000 - o 0DE-STIMET - woww el b oo



TEMNESSEE BAPTIST ADLLT HOMES, INC.
STATEMENT OF FIKANCIAL POSITHIN
OCTORER 31, 2007
(with comparatve totas for 2004)

ASSETS
2007 200G
Cash and cash equivalcnts & 732,303 § TOE &5
Cash cserow - Williams Ferry Pointe (Mose Fl 33,081 16,0465
Investrnents held by the Tennessee Bapfist Founcatior (Note By 326,833 425,254
Recsvabhles:
Patieni receivablag 3,370 258 Eal
Ageounts and notes roccivable - other 4,610 FE,E00
Conributions recedvaale, tet {hote O £.291 T2
Timal receivahles 84,471 S24.952
[nvenluries 13,020 | 1.ETE
Prepaid expense 37544 22,334
Land, building and equiprnent ar cest, cet (>ates D and E) 4,686,171 4,731,703
Beneficial interest in tmsts held by others (Mot %) 742,514 716,851
Crher asszts - 30 B
Total assets NGR4T 972 7047354
LIABILITTES AND NET ASSETS
Acovunts payihls und seeneed liahililies 5 316544 ¥ o325.R03
Deferred revenue [(Note F) B27 10 LAY
PPostredrament benefit Hability (Mote 1) 126,517 330043
Notes pavable (Mot E) 01,103 155149
Tatal I-ahilitics __A%h.nT4 HGS U4
Met assets:
Linrestricted
Boare desipnared 239.611 211,983
Undesiznated 4971 994 _5028.474
5.211,603 524457
Temporanily restricted [Note Ny HE 174 HY,H9S
Permanently restricted (Mote W) 051,414 BS1.8TH
Tolul net usse 6,251,298 B, 181,430
Total liahilities and net assals fh. 847 072 37047 354

Ses pecirmpanying netes e nancial slaements,



TENMESSEE BAPTIST ADULT HOMES, INC,
STATEMENT OF ACTIVITES
YEAR BNDED OCTOBER 21, 2007
[with comparab-ve woins for 2006

Temporarily  Permenently

Lnresiricled Restricted Eestrictled
Suppost and Bovenus
Patient servics revenue, net of allowances
ami] contractual adjustments {Mote 1) B, 352,702 i £ b )
Allicaions from the cooperalive program of
Tennessee Bapiist Comvention 135,107 - -
Conribuiions and aifis 3000k AR5 72,044
[mvcatment income and gaing 71,4732 1,130 27400
Mlunupemenl fees - Deer Luks
Eetirement ¥illage 4,560 -
Fental income - Baptist Village of
Joknson Ciov 11.430 - -
SEnmeway revenne 4464 - -
Rainhow revenuc 116692 - -
Seotts TTHIT revenoe (Mote DY - = =
KEnoxville revenus 220,845 - -
Lake Park revenne 126,552 - -
[hyeare revenue [37,732 - -
Oher opetating revenus 51,484 -
Mot assets released from restrctions
(Mule O) 70631 {79,621
Total support and Tevenos £, 5040 KA _ HELAER
s penses:
Program Services:
SIOneway aypense 2EH,ET 5 E
RRainbow cxponsc 236047 - -
Scoms Hill expense 8,807 - -
Enoxville expense 258273 - -
Special Friemd expense 26,586 - -
Lake Park expense 27,142 - -
Mursing services 1.269.451 - -
Housekeeping servives 29,791
Dietary services 046,123 . -

Mlaintenane: services 254,980 . -



Toital

007 2006
5352702 %5251,313
255,107 264.750)
145,763 1,286,166
100,083 63,63
4,860 4 1)
11.430 15,800
114,464 190,247
1166582 118,256

: 39805
126,845 247 648
126,332 116,693
137732 170,027
51484 1907
7.047.720 7.815.055
206,870 276,150
236,647 232,115
%807 £9 993
238273 261660
126,846 124.819
127.143 130,604
3.260.451 1,004,232
256,791 282,597
686,123 59049
254,980 248 546

Aee accompanying notes o fingrcial stascments,

s



TEMMESSEE BAPTIST ADULT HTOMES, INC.
STATEMEMT OF ACTIVITIEE - Continued
TEAR ENGED OCTOEER =1, 2007
iwith comparatve tetals for 2006}

Temporarily  Permenenlly
Unrestricted Restricted Bogtricted
Spocidl scrvices 5 326981 5 % -
Dhepreciation expense 236,945 - -
Inberest expense T.HE6 - -
Tulal proieram Serv.ces 6,123,932 - -
Ceneral and administrarive 1.038.127 = g
Toral cxpensca 1162050 -
{ Dlecrease) ncrease in net assets before
siTect of adoption of SFAS No, 158 [ 213,059) { BLal YL S A6
Effect of adaption of SFAS Noo 158 (Mole T} 1H4.207 - B -
Wet increase {decrease) in net assots [ 2HH3) { 5140 00 s36
Mer aszets ar begnning of year 3240457 29,095 A31.878
Mot asects at ead of vear E3211.605 § BRaTa n5],414



Total

W7 2006

3260981 5 334%

130,505 243470
786 0265
6,173,052 5,066,501
1038127 872,433
7162059 6. 034 424
(114,335 473631
184,207 .
(0, E62 975531
6181450 3.205.799
56,251,008 n 181,43

Seas nocompanying notes o Ninanctal stalcinciis,

b



TENBESREE BAPTIST ADULT QOMES, INC,
S TATEMERT OF CASH FLOWS
YEAR ENDEDR OCTOBER 31, 2007
(with comparative rotals Sor 2006

2007 2005
Cesh flows from oporating activitics:
Inerease nnef assets S5 GU.H6Y I R
Adjustments to rseona e increase 10 net assets to net
cash provided by operatic g activities:
Depreciation 236,405 343 474
Loss on disposs] of property and equipment 1,421
Mer gains on investments and beneficial interests in ousts {36,354 { 16,301}
Effect of adoption of SFAS Mo, © 38 (184207 -
ln-kind coacributions - (T
Grifts restricted for long-term tavestment [ T30 ¢ AT.S00)
Dicercase (nerease) n receivables 270481 [ 3.2110
{Tnerease) decrease in propaid expeise and other assets [ 25210 5.840)
Tnereese in nventirica {1,142} [ 4Ea)
(Crecrease) increase inaccounds pavable amld
accimed liabilities [ 92610 15607
Increase in deforred revenue, net 11,567 0,711
(Decrsase) inercase in postretirement >enctit ability (- ] 12309
et cush proveided by operating activitics 241.17% _ 442 8T
Cash [ows [rom invesling aolivitios:
Purchases of property and squipment (191,461 [ 37.12%
Aqtvanues t relatesd] party | Leer Lake) - [ 1Z,H4)
Pavments received on nale receivibls - 175,000
Mzl rpurchases) sales ol investmenls (OG5 034480
Met cash (used n) provided by investing avlivities (282.112) S 2425
Cash flows from financing activitics:
Gifls restricted for long-term investment 72,040 ET.200
Payvments on notes pavable [ &7.04a) e LY
el cash wsend in Fnencing activities { 25000 CLOT A0
Mel (decrease) morease i cash { a5.040) 347 287
Cash and cash covivalents at beginning of year TYE.243 450,936
Cush and cash equivalents at end of vear £ 732303 5708 241
Additional information:
[mezes. paid 5 T.OHG S LT

See acomnpanying notes o financial statcments.

-
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TENWTS5EE BAPTIAT ADLLT HOMES, [N,
STATEMENT OF FUIMCTIONAL EXPENSTS
Y EAR EMDED OCTORER 21, 2007
Cwilh comparative letals for 2006)

P'rogram Grenwre] arnd Total
borvices  Administrative A7 2005
Salaries R3,580.613 F404,272 535903 885 £3.771. 168
Emplivves henefits 582420 149.71 T2 36 [T )
Tmal salures and
related benefits 41,142,033 253,948 A 086,07 A4431,320
Audvertising, marketing
and recruitment = 123,77 Tu3.774 1349107
Baod tazes and licenscs 237453 - 237 453 X37274
Dicprociation 236,965 - 26,9085 243,171
Frod snpplieg 434202 434, 102 423 159
Freight G272 = 0.272 5011
Insurance 247,305 |H,855 264, 1) 328,176
Interest R - THEA 10,2685
Laundry B1.4T2 - %1472 74,250
Maintenance and repairs 26,844 . M 844 17,0093
Mernberships, dues ard
subsoriptions 12,5356 12,550 1 2.A&l
Miscelloneous - 13k L0030 T0AL7
Prodisesional am! consulting
SCTVICTS 3800 4,873 10,773 13.571
Property faxes 18359 B.O7E 27,337 200,200
Porchased services 11,702 i, 553 TRAGS TI RS
Resident activitics 5,500, 231 5. R20 7.7
tesident allowanees | 5,505 £ 15,698 13,629
Spocial fHends camps 5026 - 39 206 S4.056
Suprlics I0R. IR 17,455 320019 337,845
TTaining 17,283 217 18207 14,602
Travel and auto I90Th 30,14 a4 756 67TAS2
Uniforms 4,333 - 4,333 | LN |
Llulites _1Taal 21,706 248 867 243 132
Tulul Expenscs 56125052 SL03F 12T 5702 050 L0839 424
Percentages BE0% 14,501 BLICERT NG RTINS

Yoo accompanying nows to financia] statemenls,

I



"ENMNESEEE BAPTIST ADLULT HOMES, INC,
NOTES TO TTNARCTAT STATEMENTS
OCTORER 31, 2007
{with comparative tetals foe 20060

SINAARY OF SIGHNTZICARNT ACCOIINTIMG POLICIES

General

Termesse: Baptist Adult Homes, Ing., ("Adult Homes”™) oporates under the auspices of
the: Temnessee Baphist Convention,  Is purpese. sencraflv, i= oo arovide speoally
destgmed housing facilities amd services (o the eldery andfor develapmentally disabed.

Adult Homes' pringipal revenue sourzes, in additicn 1o supporl em the Tonnessac
Fapiist Convention, consist of operaing an intermediste nursing care, ass:sted living send
clay care Zacilily (Bapast TTealth Care Certer) m Leaorr City, 'l ennessee; and adult group
homes in Jackshoro/Knoxville, Lebanon, and Hermilage, Tennessee (Rainbow Acres,
Etoneway Acrss, and Lake Park Home). [n addition, Adult Tlomes receives management
fezs from Deer Lake Rerirement Yillage and the Baptizt Health Cire Center, remtal
income from elderly howsing at the Baptist Village of Jolosen City, and fees under
sponsorship agrezments (See Mote G The Adult Homes is cuirently in the planning
and development stapes for the construction of en adult independent bving community,
Willlams Ferry Painte, located in Lenair City.

Accrual Basis and Financial Statement Presentation

The finoneiw] stutements of Adult Homes have heen prepared an the azenaal basis of
auueiling,

Adult Homes' net assets and its tevenue, oxpenscs, gains, and losses are classifiec into
three classes of net assets based oo the existence or sheence of donor-imposcd
restriotions. et assets of Adult Homes and changes therein are elassifisd as follows:

Lnresioeted net assals = Mol assels that are not subject to dosor-imposed
stipuiations.

Tempormanilv  resmicted net assets - MNor assets snbjest o doaos-imposed
stipulations that may or wi.l he met cither by actions of Adult Homes andfcr the
Jassape of time.

Poanen ]y sesiivted ool gssels - Wel wseers sobject w doso-imposed
stipulatioes that arc maintained permanently by Adoll TTemes. Generally, the
doaoes of these asseis permit Adult Homes to use all o part ol the income earned
on related investments for general or specific purposes.

The amount for cach of these classes of 1ot assets 65 displayed o the slarement of
financial position and the amount of change n zach class of net asscs is displaved in dre
statement of actvitles,



TEMNESSEE BAPTIST ADULT HOWMES, [NC,
MOTES TO FINANCIAL STATEMENTS
CCTOBER 31 2007
fwith comaarative totals Zor 2006 )

AINIMARY OF STGHTFTCANT ACCOURTING POT TCTES - Cantinued

Comparabive Financie] Slolcmezls

I'he finanetal mformyation shown for fizeal year 2006 11 the accompanying seatcment o7
finanuial position, statememt of gonvities, statement of cash flows and statement of
funelione] expenses is included to provade a basis for companson with Hseal vear 2H7,
Cantributioss

Adull TTomes reparrls gifls of cash and olher ussels as restricted suppor i they are
received with donoe stipulations that Timil the use of the donated pssets, When o donor
restriction expires, that is, when ¢ stipaleted dme restriction ends o- purase resloiction
iz accomplished, temporarily restricted net assers are reclossified W unresiicled nes
azzetz and reportad in the statement of activities as net assels relzased from resirictions,

Adull TTomes repords @ifls of laml, huildings, und equipment 25 mresimcosd suppon
unless explicit donor stipulations specify how the donated pssets must be wsed, Gills of
leng-lived assers with explicit resieictions that specify hivw the assels are o he wsed and
aifts of cazh or other assets that mast be used to acquire lome-lived assels are reporied as
reatricted supporr, Ahsent explicit donor stipnlations about how leno those lona-Hed
asgets must be maintained, Adult Hes reports expirations of donar restrictions whan
the donated or acquired long-lived assets are placed in servics,

loventorizs

Inventorizs consist prineipally of dictary ttoms and zencral supplies of Baptist Health
Care Center and are priced at lower of cost or marker (fivst-in, firsf-out method).

Land. Buildines zod Equimnendt

Land, buildinas, imprevenents, fumimre, equipiment and vehicles, are stated in the
accompanying starement of Jdnancial position at cost or if contribuled, at foir value ar
date: of gift. Tt i3 the Adult Home's pelicy to crpitalize expenditures Sor ikese items in
cxoeas of $300,

Drepreciation of buildings, Tumitere and eguipment is provided sver the estimaed userul
lives of the respective assels using the stroaght-line melhod.

e



TEMNESSEE BAPTIST ADULT HOMES, INC,
MOTES TO FIKANCIAL STATEMENTS
QCTOBER 31, 2007
Cwith comparative tnals S 20063

SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES - Continued

Lo Taxes
Adult Homes is cxempt from federal income taxes under Section S0T(c)i3) of the
Intemal Revenue Code: aceordingly, no provision for income taxes has been made o the

(inancial slalements.

L-se of Estinates in the Preparation of Financial Slalvmnts

Tudgmenl and esbimation are exercised by mamegement in cortain arcas ot the
preparation of fimancial stilements. The more significant areas include the collectbilicy
of receivables. the recovery perod Tor properly, huildings snd equipment and the
determination of the posteticement benafit liabiliy, Mansgemen: believes that suck
catimates have bheen hased on reasopable assurnptions and thuet such estimotes are
adequiete. Actual results could differ from those estimates,

Hair Value of Financial Instruments

The carmving value of cash, recevebles, accounts pavable amd accrued hahilides
approximate fair veluz hecanse of the short materity of these ingrruments, The carrying
viluss ol other Hebilites and long-termy dest are not marcrially different from the
catiated [ valucs of ese instromenls,

Cagh and Cash Equivalots

For purpeses of the statement of cash fows, Adult Homes consicders all cash ard all
highly liquid debl instruments purchased with a materity of three monthe or less ta he
cash couivalents, Adult [lomes miinlains cash balances in Arancial institotions that it
eomsiders to be hizh quality finsncial instinmiens.

Imvestments

Adult Homes 15 required to report investments at fair wvalue with gaine and losses
ineluded in the slutement of welivities.



TENNESEEE BAPTIST ADULT HOMES, TN,
NOTES TO FINANCIAL STATEMENTS
OCTOBER 21, 2007
{with comparatve totals for 20047

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continuer

Conlobubos Becavahle

Contributinas recervable are recorded at their estimated fair value and reflect discounts
for savment teems preater than one vear,  Under (he provdsions of SFAS Ko, 16,
contribnrors reecivahle are considered 1o be either conditionsl or meonditional
promises o ogive. A eomdinional contribution i ene which depends on the ovcurrenve ol
soms speciiied uncertain futune event to hecome binding oo the dewor,  Conditiona!
conmibutions are not recorded as revenue untl the comidition is met, at which time they
hecomez ungendricna. Unconditional eantributions are recordes] as revenu at the fime
verfiable evidence of the pledae 1= roceived

IMVESTMENTSE HELD BY THE TEMNNESSEE BAPTIST FOLUMNDATION

Investments at Cetober 21, 2007 and 2000 are summanized as follows;

Total 2247 ] ozl 2006
Mlark et Crist hdarket ot
mluteal finds SZ6RO33 245009 8242006 5234213
Doy and rofes 4402 247 BOE 166,521 171,000
Alock 14, /85 | RN 15690 LKL

S52A.838 507817  S42335G 476

Investments at Octeber 31, 2007 anad 2008 for such slass of not asscts were as follows:

Tatal
2007 )
Market Markat
Unrestricted 5235087 Finig, 164
Temporarily restsicied 24118 24,704
Permanently restriced 24,633 | 92,088

§325 538 §423,35¢

[ocome und gams on investments owned by Adult Homee and beneficial interests in
trusls held by others amoeunted to 51000083 and %6363 for the vears ended October 31,
2007 ad 20060, respectively. This inceme ol ggins represent 4 vield of 8.3% and 3.9
Pascd on the average market of such investments snidl bencfizal interests in trusts held
b others for tiscal 2007 and 2006, respectivel v,



TEWWEZEEE BAPTIST ADULT HOMES, TMC,
WOTES TO FINANCIAL STATCMERTS
QOCTOBER 31, 2(HI17
{(with comparative tetals for 2U04)

CONTRIBUTIONS RECTIVARLE

Comribations receivasle ar Cotober 31 comssied ol e lollow g,

AL, _ 20U
Conmibuiions receivaale 71,910 £ 72910
Less ullowunce [or uneollectible
coulribuiions recetvable s 0l 5510
§ 6291 7,29

Fxpected maturities of contributions rece vahle al Gewber 31, 2007 are as follows:

Y ended Oetoher, Ariount
O0E $6,29|

LAND, BUTI DINGS AND EOUIPMENT

A summary of the major classifications of lund, bulldings und  eguipment and
accumulated depreciation is s fulliws:

2007 2006
Land and improvements £ 1208050 S 1208030
Buailding: L 070238
Building iuprovemenis 631218 f73,5232
Leasehold improvenients 2,185 2,183
Farniture, cqnipmeent an:d sutomotive equipment L4513 L1 78,038
COnSTOCTIon TN progresss 360,063 230067
B.954,968 R 071,430
Less aceumnulated depreciation (4 208 707 (4238 735)
5 4,686,171 ;4,731,708

-y
™



TEM™ESSLEE BAPTIST ADUL T HOMES, MG,
MOTES TO FINAKRCIAL STATEMENTS
QCTOBER 31, 2007
{aath comparative tetals Tfor 2006)

[ANTL BUTLDINGS AND FOUIPMERT - Cantined

Fully depreciated asscts with a comt of 51,675 %61 were still in wse at Cherober 21, 2007,

Draring fiscal 2006, the Scou’s Hill facility was closed and placed on the market for sale.
Az af Octsker X, 2007 the property remains held for =alc. The book value of 3135197
approxiroates [hir valve as of Oeteber 31, 2007,

The construction in progress reporbed by Adull Howwes is cowpesed primarily of
architectural and engineering costs and site preparation related to the construction of
Williams Ferry Mointe, o senior independent Lving project, Censtrietion on the peojec:
has nol commmenced as the result of 31 sower meratorivm imposed by Lenvir City in
August 2006, limiting major infrastmemre sdditions o the Cin's sewer system for a
period of 12 to 18 months, The Executive Committes of the Adult Homes spproved and
construction has commenced on two model homes dunng scal 2007 for viewing
purposes. Whes the meocatoriwm is lified, it s aorcipated cher constuction on e
provect will commeance.

NOTES PAYARLE

Tolluwing Is asemnery ol noles pavalble as of Octoler 31

20607 2006
Mnte pavable o hank, due in monithly pasments
of $1.248, meluding interest al 4.5%, (brough
August 2008, collateraliced by & decd of trust e
certain property. The note was repaid during
fiseal ZO07. b - 5 ET.Ta2

MNote pavalie to a bank. pavable in monthiy
installments of $1,308 including inderest at 5.5%
through Scptovher 2009, ot which ame 1! outslanding
princpal wnd mierest s doe. The wle is
collateralized by & deed of trust on certain proporty. 91,103 10,387
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TEMMESSEE BAPTIST ADULT HOMES, INC,
MOTES TOTTNAMNCIAL STATEMENTES
OCTOBER 31, 2007
Cwith comparative totals for 2006}

MOTES PAYABLE - Continaed

2007 2005
Male payahle to bank nnder a 3200,000 revalving
line-of-credit. Interest s pavable monthly at a
variahle interest rate through Aprl 2008 at which
tire all nutstanding interest and principal is due,
Available borrewings al Cetober 31, 2007 wore
$200.000. The linc-of-credit is unseoured, - o
a 3 ] RE 145
Waturites of the noles pavable are az follows:
Yew Ending
Detober 31, Amount
20005 10,504
200 B HH
91103

Adull Homes also has cntered into g comstruction loan agresment with 2 maximum
available borrowing of $350,000. Interest at 8.4% on the outstanding balance is paud
monthly.  All cutstanding principal and molerest is diae June 5 2008 The note is
collateralized by a desd of frust on cerlain property. There wese no amounts due under
the loan at October 31, 2007

DETERRED REVENLE

The Aduolt Homes is comently collecting membership and lease agreesient foos from
furure residents of the Willams Ferry Pointe adull independent living community

Membership Tees represenl @ one o g paid by cach futare resident of the community
in the amount ¢ 52,000, Az of Ocreber 31, 2007 and 2006, Adult Homes reporied as
defirred revenue, membership fecs i the amount of 53000 and 54,000, respectively.

Leuse ageeement fees represent 8 nne time fue made hy esch fulu-e home owner for the
lese of land cn which cach home will he construeled. The (be is samnel by the Adult
Huwnes over a four year perimd. A proerata relund is available le home ownera who
leave the community prioe w the end of thz four year pericd. As of October 31, 2007
and 2006, Adull “lemes reporied as deforred rovenus, lease sgroement fees in the
amount of 327000 ard 512 000, recpectivel v,

A



TENMESSEE BAPTIST ADULT HOMES, INC.
MOTES TO FINANCIAL STATEMENTS
OCTOBER 31, 2007
Cwith comparstive totals for 2006}

DEFERREER REVERUE - Continued

As of Qetaber 31, 207, consTuction of Willioms Fery Pointe has not commenced,
tharefore all fees are refundable and have nel been eamed by Adult Homes,

[eferred revenue also includss cormain fees totaling 527,710 aml 516,127 cullected Lom
resicents of Adult Homes tacilitics for semviees not yel provided as of October 31, 2007
ard 2006, respectvely,

SPONEORSHIP AGREEMERTS

Dizer Lake Betiremont Commurity

Adult Homes sponsors The Deer Lake Retiemeat Comnmcity, Additienally, is
resprmsihility ineludes appointing certain directors to the Deor Lake Fetirernent
Agmoviptivn  Bourd of Direstors and  mmizcoring to the homeowners. The
Prosident Treasurer of Adult Hormes is alsae the President of the [lomeowners
Asgsociation and, m thes capasily, munagss Ooancial aclivitdes ol e Homeowners
Association.  Adult TTomes receives 34035 per month trom the Homeowners Assoctation
for reimbumsement ol financial cnd cther office zorvices, including the Hookkezping
fumclion,

The Homeowners Association of Deer Lake is not considered on allilialed entity of

Adult Homes and, accordingly, ite accounls are ool included in the accompanying
finamcial siutements,

NET PATIENT SERVICE REVENLUE

Mt paticnt servise revenue conaists of the follrwing:

2007 i
Putienl service TEvELE 55471273 55430435
Lesz contracty al adjustments [ 1185371 { 20R.122)

h 5552702 55233312

Approximarely 48% and 32% ol patient revenue is from Medicaid tio: the vears enced
Chctober 31, 2007 and 2006, resoectively,

-1h -



IENNESSEE BAPTIST ADULT LHOMES, INMC.
NOTES TO FTNANCIAL STATEMENTS
OCTOBER 21, 2007
(with comparative totals for 2006]

Tennesses Baptist Adult Homes, Ine, offers postretiremenl healls cme benefies,
dependent health care benefits on a shared cost bass, and life insurance to its cmployees
prowvided they remain employed unii] retirement.

Effective for the yesr =nded October 31 2007, Adolt Homes adoped Statement of
Financiol Accvunting Standards (SFASY Mo, 158, Emplovers " dveonwaiing for Deffned
Bungfli Porvivn wed Ofher Posoresivenient Plans, which sequires Adult Homes to now
reCOENize in its statement of fnancizl pocition the over-funded or under-funded staus of
the pestretirement benefils plan. Under the provisions of the statement, actuarial and
cxperience gains and losses and unrecognized prior servive costs which were deforred
rver the remaining service period urder SFAS 108, a-e reguired 1n be recognized on the
stalernent of financial position =nd s a separate item on the statemeant of activities,

The adoprien of the stalemenl resalled in @ Jeaease i the postretivement bemcils
liability and an increase in the change in unrestricted net assels of 5184207 for the year
encded Chctober 31, 2007, The status of the plan at October 31, 2007 and 2000, was o8
lollews:

W07 206
Charge in beneflt oolization:
Benetic oaligation at hegmning of year § 120,100 113,392
Scorvice cost 4. 89% 4.237
Interest cost 7025 7944
(Gain) loss dus Lo plan experience { 1ot 743
Actual beneiil disbursements { 6.2146] (B340
Benefl: oblization at the end of year 120317 5120,100
Changes in plan assets,
Fair walue of plan assels al beginning of yeas 5 - 5
Aptus] contbulions 6.216 6.216
Actual benelil disburscments [ 6216 [ B.216)
Fair value of plan assets af end of vear A = R, e
Frnced status:
Benefit ohligation 120,517 S1A0, 100
Unrecngnized notuarial pain (beloce SEAR 155) M:A 150,941
Wel puostretirement beng i ability peecgnized in
slalements of financial positien fiEa.517 5320043

L



TEMNESESEE BAPTIET ADULT [ICMES, INC.
MNOTES TOFINARNCIAL STATEMENTS
CCTOBRER 31, 2007
{weth comparative totals for 2006

POSTRETIRFMEYNT BEMEFITE - Condiryexd

The net pericdic posrretiremen. benefit cosl recegnizwd during each of the years ended
October 2 2007 und 2006 was 512,633 and 512924, respectively,

The accumulated postretirement benefit oblicaton and the net perodic pesteetirernant
henefit cost recognized were determinzd vsing assumed annnal increnses in benlth care
costs of 824 enc 999 for fiscal 207 and 2006, reapectivels, and futire compensation
levels of 5%, In additon, a discount ratz of §.50%% and 7.23% was cssumed for fiscal
2007 and 20046, respectively.

At October 31, 2007, Adult Homes asscis with 3 fair value otaling $33,7046 have boon
desimated 1o Jund the oblizgaton.

RETIREMENT 2L AN

Adult Homes and the Baptist Health Care Conter perticipate in the retirement program of
Cutdestome Finaneial Resources of the Southen Baptist Corventor.  Thc plans arc
defined contrhution plans that cover substantiadly all full-tme employees. Adntt Homes
conlribules an amount equal e 11% ol the partivipants’ compensation S admincstrabve
division amplovees, For the non-administralive division, cmployee conmbudons ol up
tx 6% are matched by Adult Homes, The Bapdst Health Care Center provides &
cimtrihuton-matching program fe 1ls emplovess,  Pension expense for tc years ended
COetober 31, 2007 and 2006, was 549220 and 334,638, respectively.

RELATED PARTY TRANSACTIONS

Adult Homes oecvpizs office space in the Tenmessee Baptist Conventicn buildizg in
Brentword, Tennessee, Adult Homes pays the Convention an annual use charge for the
lacilities whicy amouated 516,797 and $22,342 for 2007 and 2006, 1espectively,

CONCENTRATIONS OF CRETHT RISE

Fmaneal mstruments which potentially subject Adult Homes to concentrations of credit
risk consst principally of sish and investments beld by Adul: Bomes and the Teanzssee
Baphat Foundation, Cash at Qetober 31, 2007 inclodss demand depasits at hizh qualice
fimancial institutions. The deposits possess eredit risk oo the axtent they encess federally
mswced Dmits. The exposure to concentretions of eredit risk relasive 1o seeuritios 15
Lited due o Adu’t Hioones" investinen! objectives and policies of maintainng o variely
of quaity invesumens.  Credit risk also extends @ uneollatsralize] receivables, nel of
allowaiees.
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TENMNESSELE BAPTIST ADULT HOMES, TNC.
MOTES TO FINANCIAL STATEMENTS
CUTOBLRR 31, 2007
(with comparative wotals for 2006)

BENEFICTAL TINTERESTS (N TRUSTS HELD BY OTHZRS

Beneficial interest in trusts held by others were 5742,514 and $71¢,8M at October 31,
2007 and 2006, respectiully. These funds namc Adult Homes as o heneficiary and are

lhcld by the Tennesses Baptist Foundation,

HET ABSETS

Tempararily restricted net assers ar October 31, 2007 anud 2006 are available for program
services.  Permanent'y restricted net assets al Oclober 31 2007 and 2006 comsiEL oF
endowmerd funds and Adult Home's benelfcial interest 12 perpetual trusts hed by
others.

Met assets of 79,631 and §51,328 for [iscal 2007 and 200G, respectively, were relzased
from donor resmicdons by incuring coats and expenses satisfiing the resiricted porposes
or hy the scomtence af other events specified by donors, The purpose resirictions
aceamphished were lur progrum services,

FUND BAIS NG AND ATWERTISING COSTS

Tae Adult Homes sxoenses the cost of fund raising and advertising as incurred.  These
posts Sor the wvear ended October 31, 2007 and 2006 were 563031 and 370,885,

respectivaly,
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TERMESSFE RAPTIST ADTITT HOMES, TNC.
COMBINING SCHEDULE - STATEMENT OF FINANCIAL POSITION

OCTODLR 21, 20407

Cesh and sosh eyguvalents
Cesh ascrow - Willlama Forry Pointe
[ervestiments held by 'lemnessee Sasiist
Puonancdalion
Foooivehles:
Falieml receivables
Aweounts and potes reecivable - oler
Contnhotions recesvehle, ned
Tolul recevables

lovenrarics
Prepuid expense
Lend. buildine and equipiiant 37 oSt
net of azcumalzted depreciation
Heneficial interest in trusts held by
alhers
(ke asacts

Tnlia' psaes

ABSETS

Duphst Mezlih

Tenneisse Care Conner

Raptist Adule (A Divizaom)

Accounls avakle and
aceed liabilities
Dretred revenue
Apcumuoiated postredimement
benelil voliation
Kuotes pavable
Fazal Halilities

Mol aseels
1 restn oo
Board desiymated
Undeaprnsted

Tomaerarily restriztod
Permanen:ly resiricted

Tulal ol sssuls

Total Habilities and

Himmes al TDATTY  Dhonimelicms Tistal
£ 106304 ¥ 525un0 5 - § 72303
- 25 0E] 5,081
S H0kR £ = S2ERSE
- 3370 - 3,570
44,610 & . 44,610
Gl B - - 241
50,007 3,571 i 5347
il 12,020 . 13,020
27,0647 28,067 - 57,524
2,191 834 2464253 - J.as6,171
T42.514 - - 742514
. A - ull
1 &t 140 = ¢ 3] h < GF T O

LIABILITIES AND NET ASSITE

§ 32771 $IasTE§ 0 - $ 18,334
LS 3. WER 4 62,710
126,517 - - 126,507
- G103 - 91,1403
LE&S D012 431 piz 5 200,074
2Rl . = 219011
2200 B2 SR R - 4471 004
2441435 2770170 - 52115805
&g 270 = tE.2T9
951,414 _ : 5 051,414
1481128 2 70T - 0257298
G346, | 40 §3.201,532 5 Foa,Rd7 972

nel ilssels

Sez accompanying ndepadeat audilees” popuorl,
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TENWESSEE BAPTIST ADULT 1HOMES, INC.
COMBINTYG SCHEDULE - STATEMENT OF ACTIVITIES
YEAR ENDED OCTOBER 21, 2007

Baptist Health

Tenncasce are Center

Baptiat Acult (A DHvision]
Homes ul TBEAH)

Support and Revanoe:
Patient seiv.ce revenue, not
of allowanzes and crnt-acmal

Eliinativns

Tostzl

adjustments 3 - £5,3532.702 = $45352702
A locatons from the

cocperative program of

Tennessee Baptist Convention TAA 07 - - 233,107
Contributions and gifis 446,470 1203 2 449 Tas
[nvestment income and gains 100,083 - - L0083
Managemert end other lees -

Baptist Health Cure Center o), D (L EREIRY -
St fses - Do Lake

Ectircment Village 4860 - - 4. 860
Eental ineome - Baptist Village

of Johnson Cily 11,430 - 11430
Siomewny TeyveTILE 214464 - - 212464
Rainbow revenue 116,602 - z llash?
Geotlz Hill revenue - -
koasville revenue 225 549 - = I R4
[ake Park revenus 126,552 - - 126,352
Dayeane revenie - 137,732 - 137,732
{her operating revenie - A],484 - 5l.484

Total support and revenuc | .5ad 507 5545213 {&0.000) F047.720
[upemnyes:
Program Services:

SlonEWaY X pense XEe,ET0 - - 286,870
Rainhow expense X36.647 - - 256.647
Seotts Hill experse 1807 B = 5RO
Enowville cxpense 253,371 - - 258,273
Specia Friemil eapense | 26 EEG - - 120,540
Lake Park expense 127,142 - - 127,142
Mursing services = 3 2a9 451 3 209.45]
Flansekeeping sermces - 205,791 - 206,71
Dietary services - niG, 123 - 686,123

e



TENMNESSEE BAPTIST ADULT HOMES . [N,
COMBINTNG SCHEDULE - STATEMENT GF ACTIVITIES - Cominued
TEAR ERNDEDR OCTOBER 51, 2007

Bantist Health
Tennessco ('are Ceonter
Boprist Adult (A Division)
Hennes ul TBAH] Elininalivee: — Total
Maintenance services . 254,980 . 254,987
Spectal services - 326,08 - 3264951
Depreciation |22 443 114,352 - 236,905
[nterost expon e - T HEG 2 7,980
Tuotel program services 1,167,268 4,256,604 - £,123,932
Genzeal end administrave 24949, 345 AOR,TED pecLoay T0ER 12T
‘Totel cxponscs Lagb A1y Spssdds (e(L000) Y ERLNEY
Deerease innet assots before
effect of adoption of
SFAL Mo, 158 0 4,106) [ 1ULIGH) i 114,339
Efect of adoprion of
SFAS No, 15H 184,207 = - 184 207
oot Inerense {decreunss) 'n
Tl dEEe s 180,101 COIMRER i Ga BER
Mot assets af benning of yeur 3301027 2 EROL403 - 6. 181.430
Met ussets al end of vear $3481028 E277017 % - 50231208

Sew accompan ving independent auditor:" repor,

My ol






