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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Operation Care, Inc.
Shelbyville, Kentucky

We have audited the accompanying financial statements of Operation Care, Inc. (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2014 and
2013, and the related statements of activities, functional expenses, program expenses and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal controls 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 to 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 States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the
Organization’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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INDEPENDENT AUDITORS’ REPORT - (CONTINUED)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material aspects, the
financial position of Operation Care, Inc. as of December 31, 2014 and 2013, and the changes in its
net assets, functional expenses, program expenses and cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter
As discussed in Note G to the financial statements, the Organization’s 2013 financial statements

have been restated. In our report dated December 5, 2014, we expressed an unmodified opinion on
the 2013 financial statements. Our opinion on the 2013 financial statements is not modified with

respect to this matter. i
Nl S. (O gl +Co

October 30, 2015
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OPERATION CARE, INC.
STATEMENTS OF FINANCIAL POSITION

December 31

2014 2013
ASSETS
CURRENT ASSETS
Cash and cash equivalents (Note A-5) $ 150,551 $ 183,648
Grants receivable (Note C) 21,609 22,379
Inventory (Note A-7)
Thrift store 70,028 65,164
Food pantry 9,378 10,250
Medical clinic 10,000 10,000
TOTAL CURRENT ASSETS 261,566 291,441
PROPERTY AND EQUIPMENT (Notes A-8 and D)
Land and building 960,441 1,004,523
Furniture and equipment 124,846 116,781
1,085,287 1,121,304
Less accumulated depreciation 283,308 264,534
TOTAL NET PROPERTY AND EQUIPMENT 801,979 856,770
TOTAL ASSETS $1,063,545 $1,148,211
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 7,073 $ 21,249
Pa?/roll taxes payable 5,566 5,527
Sales tax payable 889 694
Accrued vacation (Note A-9) 10,006 10,031
Accrued interest payable 622 849
Notes payable - current portion (Note D) 15,018 10,601
Current obligation under capital lease (Note E) 1,680 1,596
TOTAL CURRENT LIABILITIES 40,854 50,547
LONG-TERM LIABILITIES
Notes payable - long-term portion (Note D) 303,721 393,764
Long-term obligation under capital lease (Note E) 2,557 4,236
TOTAL LONG-TERM LIABILITIES 306,278 398,000
NET ASSETS
Unrestricted (Notes A-2 and G) 685,646 672,574
Temporarily restricted (Notes A-2 and F) 30,767 27,090
TOTAL NET ASSETS 716,413 699,664
TOTAL LIABILITIES AND NET ASSETS $1,063,545 $1,148,211

See Notes to Financial Statements.
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OPERATION CARE, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2014

Temporaril dy
Unrestricted Restricted Total
REVENUES
Grants (Note C) $ - $ 58,218 $ 58,218
Contributions (Note A-12) 56,301 76,036 132,337
Donated services - medical professionals (Note H) 203,214 - 203,214
Retail sales - thrift store (Notes A-11 and A-12) 180,213 - 180,213
Contributed revenue - donated
goods (Notes A-11 and A-12) _ 201,831 - 201,831
Donated furniture, equipment and supplies (Note A-12) 4,950 - 4,950
Donated medications (Note A-12) 141,739 - 141,739
Donate vehicles 20,600 - 20,600
Program fees (Note 1) 92,044 - 92,044
Fundraising 31,136 - 31,136
Investment income (loss) 77 - 77
Rental income (Note I) 13,747 - 13,747
Gain on sale of assets (Note A-11) 19,307 - 19,307
Other 4,586 - 4,586
TOTAL REVENUES 969,745 134,254 1,103,999
NET ASSETS RELEASED FROM
RESTRICTIONS 130,577 (130,577) -
EXPENSES (Note A-13)
Program expenses 996,860 - 996,860
Administrative expenses 56,326 - 56,326
Fundraising expenses 34,064 - 34,064
TOTAL EXPENSES 1,087,250 - 1,087,250
Bad debt loss - - -
TOTAL EXPENSES AND LOSSES 1,087,250 - 1,087,250
CHANGE IN NET ASSETS 13,072 3,677 16,749
NET ASSETS - beginning of year
(as restated - Note G) 672,574 27,090 699,664
NET ASSETS - end of year $ 685,646 $ 30,767 $ 716,413

See Notes to Financial Statements.



OPERATION CARE, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2013

Temporarily
Unrestricted Restricted Total
REVENUES
Grants (Note C) $ 2,050 $ 66,451 $ 68,501
Contributions (Note A-12) _ 88,312 152,337 240,649
Donated services - medical professionals (Note H) 218,037 - 218,037
Retail sales - thrift store (Notes A-11 and A-12) 156,621 - 156,621
Contributed revenue - donated
goods (Notes A-11 and A-12) _ 206,580 - 206,580
Donated furniture, equipment and SU%F“eS (Note A-12) - - -
Donated medications (Notes A-12 and G) 436,843 - 436,843
Donated vehicles 1,200 - 1,200
Program fees 89,024 - 89,024
Fundraising 37,141 - 37,141
Investment income (loss) (103) - (103)
Rental income (Note I) 15,625 - 15,625
Gain on sale of assets 131 - 131
Other 960 - 960
TOTAL REVENUES 1,252,421 218,788 1,471,209
NET ASSETS RELEASED FROM
RESTRICTIONS 227,115 (227,115) -
EXPENSES (Note A-13)
Program expenses 1,203,097 - 1,203,097
Administrative expenses 50,508 - 50,508
Fundraising expenses 35,188 - 35,188
TOTAL EXPENSES 1,288,793 - 1,288,793
Bad debt loss - 196 196
TOTAL EXPENSES AND LOSSES 1,288,793 196 1,288,989
CHANGE IN NET ASSETS 190,743 (8,523) 182,220
NET ASSETS - beginning of year 481,831 35,613 517,444
NET ASSETS - end of year (as restated - Note G) $ 672,574 $ 27,090 $ 699,664
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OPERATION CARE, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2014

SALARIES AND RELATED EXPENSES

Salaries

Salaries - donated services (Note H)
Payroll taxes

Payroll taxes - donated services (Note H)
Employee benefits

Employee benefits - donated services (Note H)
TOTAL SALARIES AND RELATED

EXPENSES

OPERATING EXPENSES

Thrift store - cost of goods sold

Donations in kind - clothing, household,
and vehicle

Donations in kind - food items

Supplies

Donated medications used (Note A-12)

Donated medications expired (Note A-12)

Laboratory costs

Advertising

Travel

Insurance ]

Repairs and maintenance

Occupancy expense

Telephone

Professional fees

Direct assistance

Equipment rental

Depreciation (Note A-8)

Interest expense

Taxes

Fundraising/campaign expenses

Personal use of auto (Note J)

Uncleared discrepancies (Note J)

Miscellaneous expenses

TOTAL OPERATING EXPENSES
TOTAL EXPENSES

See Notes to Financial Statements.

General &
Program Administrative  Fundraising

Expenses Expenses Expenses Total
$193,452 $ - $18,494 $ 211,946
184,740 - - 184,740
16,151 - 1,539 17,690
14,133 - - 14,133
5,371 - 512 5,883
4,341 - - 4,341
418,188 - 20,545 438,733
180,213 - - 180,213
8,876 - - 8,876
12,750 - - 12,750
8,512 3,049 - 11,561
56,695 - - 56,695
85,043 - - 85,043
22,687 - - 22,687
- 989 - 989
3,251 - - 3,251
19,586 5,536 - 25,122
39,426 2,852 - 42,278
38,344 - - 38,344
11,049 - - 11,049
10,149 18,250 - 28,399
5,408 8,307 - 13,715
2,049 - - 2,049
46,767 7,126 - 53,893
15,124 4,189 - 19,313
9,614 - - 9,614
- - 8,675 8,675
- - 3,083 3,083
1,550 615 1,761 3,926
1,579 5,413 - 6,992
578,672 56,326 13,519 648,517
$996,860 $56,326 $34,064 $1,087,250



OPERATION CARE, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2013

General &
Program  Administrative  Fundraising
Expenses Expenses Expenses Total
SALARIES AND RELATED EXPENSES
Salaries $ 159,403 $ - $15,911 $ 175,314
Salaries - donated services (Note H) 198,215 - - 198,215
Payroll taxes 13,346 - 1,332 14,678
Payroll taxes - donated services (Note H) 15,163 - - 15,163
Employee benefits 4,951 - 494 5,445
Employee benefits - donated services (Note H) 4,658 - - 4,658
TOTAL SALARIES AND RELATED
EXPENSES 395,736 - 17,737 413,473
OPERATING EXPENSES
Thrift store - cost of goods sold 156,621 - - 156,621
Donations in kind - clothing, household,
and vehicle 9,070 - - 9,070
Donations in kind - food items 21,759 - - 21,759
Supplies 6,738 2,051 - 8,789
Donated medications used (Notes A-12 and G 174,737 - - 174,737
Donated medications expired (Notes A-12 and G) 252,106 - - 252,106
Laboratory costs 28,092 - - 28,092
Advertising - 579 - 579
Travel 5,335 - - 5,335
Insurance 16,660 6,567 - 23,227
Repairs and maintenance 11,577 1,010 - 12,587
Occupancy expense 33,234 - - 33,234
Telephone 10,507 - - 10,507
Professional fees 8,100 13,500 - 21,600
Direct assistance 3,901 8,296 - 12,197
Equipment rental 3,646 - - 3,646
Depreciation (Note A-8) 38,167 7,289 - 45,456
Interest expense 16,700 4,644 - 21,344
Taxes 8,586 - - 8,586
Fundraising/campaign expenses - - 17,451 17,451
Miscellaneous expenses 1,825 6,572 - 8,397
TOTAL OPERATING EXPENSES 807,361 50,508 17,451 875,320
TOTAL EXPENSES $1,203,097 $50,508 $35,188 $1,288,793
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OPERATION CARE, INC.

STATEMENT OF PROGRAM EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2014

Helps Ministry

Expenses
SALARIES AND RELATED EXPENSES
Salaries $102,194
Salaries - donated services (Note H) -
Payroll taxes 8,527
Payroll taxes - donated services (Note H) -
Employee benefits 2,836
Employee benefits - donated services (Note H) -
TOTAL SALARIES AND RELATED
EXPENSES 113,557
OPERATING EXPENSES
Thrift store - cost of goods sold 180,213
Donations in kind - clothing, household,
and vehicle 8,876
Donations in kind - food items 12,750
Supplies 2,559
Donated medications used (Note A-12) -
Donated medications expired (Note A-12) -
Laboratory costs -
Travel 894
Insurance 3,050
Repairs and maintenance 3,662
Occupancy expense 18,265
Telephone 1,934
Professional fees 3,383
Direct assistance 3,082
Equipment rental 562
Depreciation (Note A-8) 14,176
Interest expense 8,377
Taxes 9,614
Uncleared discrepancies (Note J) 1,033
Miscellaneous expenses 1,579
TOTAL OPERATING EXPENSES 274,009
TOTAL EXPENSES $387,566

See Notes to Financial Statements.

Housing
Expenses

$ 38,999
3,255
1,082

43,336

956

2,357
5,511
25,640
14,974
2,448
3,383
2,326
707
13,853
5,371

515
78.041
$121.377

Mercy
Medical Clinic

EXxpenses

$ 52,259
184,740
4,369
14,133
1,453
4,341

261,295

4,997
56,695
85,043
22,687

11,025
10,124
5,105
6,667
3,383
780
18,738
1,376

2

226,622
$487,917

Total

$193,452
184,740
16,151
14,133
5,371
4,341

418,188

180,213

8,876
12,750
8,512
56,695
85,043
22,687
3,251
19,586
39,426
38,344
11,049
10,149
5,408
2,049
46,767
15,124
9,614
1,550
1,579

578,672
$996,860



OPERATION CARE, INC.

STATEMENT OF PROGRAM EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2013

Helps Ministry

Expenses
SALARIES AND RELATED EXPENSES
Salaries $ 84,962
Salaries - donated services (Note H) -
Payroll taxes 7,113
Payroll taxes - donated services (Note H) -
Employee benefits 2,639
Employee benefits - donated services (Note H) -
TOTAL SALARIES AND RELATED
EXPENSES 94,714
OPERATING EXPENSES
Thrift store - cost of goods sold 156,621
Donations in kind - clothing, household,
and vehicle 9,070
Donations in kind - food items 21,759
Supplies 2,346

Donated medications used (Notes A-12 and G
Donated medications expired (Notes A-12 and G) -

Laboratory costs -
Travel 3,204
Insurance 3,473
Repairs and maintenance 4,705
Occupancy expense 17,233
Telephone 2,009
Professional fees 2,700
Direct assistance 2,642
Equipment rental 1,221
Depreciation (Note A-8) 10,391
Interest expense 9,288
Taxes 8,586
Miscellaneous expenses 1,825
TOTAL OPERATING EXPENSES 257,073
TOTAL EXPENSES $351,787

Housing
Expenses

$26,127
2,188
811

29,126

\l
a1
[(e]
oo
©

Mercy
Medical Clinic

Expenses Total
$ 48,314 $ 159,403
198,215 198,215
4,045 13,346
15,163 15,163
1,501 4,951
4,658 4,658
271,896 395,736
- 156,621
- 9,070
- 21,759
3,860 6,738
174,737 174,737
252,106 252,106
28,092 28,092
- 5,335
10,959 16,660
1,023 11,577
4,483 33,234
6,015 10,507
2,700 8,100
80 3,901
1,204 3,646
16,677 38,167
1,489 16,700
- 8,586
- 1,825
503,425 807,361
$775,321 $1,203,097
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OPERATION CARE, INC.
STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Change In net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation
Gain on sale of assets
Donated furniture, equipment, and vehicles
Vehicles given to the needy
Bad debt loss on uncollectible pledges
(Increase) decrease in assets
Pledges receivable
Grants receivable
Inventor
Increase (decrease) in liabilities
Accounts payable and accrued expenses

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets
Proceeds from sale of assets

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES

Year Ended December 31

CASH FLOWS FROM FINANCING ACTIVITIES
Repayments of notes payable
Payments on capital lease obligations

NET CASH USED BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS -
BEGINNING OF YEAR (NOTE A-5)

CASH AND CASH EQUIVALENTS -
END OF YEAR (NOTE A-5)

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION

Cash paid during the year for:
Interest on borrowed money

Non-cash investing and financing transactions:
During 2014 and 2013, the Organization received donated
furniture, equipment, and vehicles totaling $25,100 and
$1,200, respectively.

See Notes to Financial Statements.

2014 2013
$ 16,749 $182,220
53,393 45 456
519,3073 (131g
25100 (1,200
4,000 1,200

- 196

- 5,925

770 (3,0953
(3,992) (30,329
(14,194) 13,058
12,819 213,300
(3,567) (140,303)
44,872 300
41,305 (140,003)
(85,6263 (23,210g
(1,595 (1,516

(87,221) (24,726)

(33,097) 48,571
183,648 135,077
$150,551 $183,648
$ 21,570 $ 21,383
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(1) Description of Organization - Operation Care, Inc. (the Organization) was incorporated in
Kentucky as a nonprofit organization under Section 501(c)(3) of the Internal Revenue Code.
The Organization promotes public awareness, identifies and provides services to families and
individuals in crisis situations in the Shelby County, Kentucky area.

The Organization provides a wide range of services to the public, focusing on the crisis needs
of the citizens in the area it serves. Metro United Way funds, Kentucky Housing Corporation
grants, various other grants, program fees and private donations account for the majority of the
Organization’s funding.

(2) Basis of Accounting and Presentation - The accompanying financial statements have been
prepared on the accrual basis of accounting.

The Organization prepares its financial statements in accordance with accounting principles
enerally accepted in the United States of America, which involves the application of accrual
asis accounting; consequently, revenue and gains are recognized when earned and expenses

and losses when incurred. The Organization’s financial statement presentation follows

Financial Accounting Standards Board Accounting Standards Codification (ASC) Topic 958,

Not-for-Profit Entities. Under ASC No. 958, 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.

Unrestricted Net Assets - Net assets that are not subject to donor-imposed restrictions.
Unrestricted net assets may be designated for specific purposes by action of the Board of
Directors or may otherwise be limited by contractual agreements with outside parties.

Temporarily Restricted Net Assets - Net assets whose use by the Organization is subject to
donor-imposed stipulations that can be fulfilled by actions of the Organization pursuant to
those stipulations or that may expire by the passage of time.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that
they be maintained permanently by the Organization. Generally, the donor of these assets
permits the Organization to use all or part of the investment return on these assets.

The Organization reports contributions of cash and other assets as restricted support if they are
received with donor stipulations that limit the use of the donated assets or expire with the
passage of time. When a donor restriction expires, a purpose restriction is accomplished or by
occurrence of other events as specified by the donors, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions. There currently are no permanently restricted net assets.

(3) Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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.

$4) Fair Value Measurements - ASC Topic 820-10, Fair Value Measurements, which defines
air value, established a framework for measuring fair value under accounting principles
generally accepted in the United States, and enhances disclosures about fair value
measurement. This guidance applies to both financial instruments and to nonfinancial assets
and nonfinancial liabilities. Fair value is defined as the exchange price that would be received
to sell an asset or paid to transfer a liability in the principal or most advantageous market for
the asset or liability in an orderly transaction (i.e. not a forced transaction, such as a liquidation
or distressed sale) between market participants at the measurement date. ASC Topic 820-10
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

clarifies that fair value should be based on the assumﬁtions that prioritize the information used
to develop those assumptions. The fair value hierarchy gives the highest priority to c1uoted
prices in active markets and the lowest priority to unobservable data. For assets and liabilities
recorded at fair value, it is the Organization’s policy to maximize the use of observable inputs
and minimize the use of unobservable inputs when developing fair value measurements for
those financial instruments for which there is an active market.

(5) Cash and Cash Equivalents - The Organization considers all highly-liquid investments
with a maturity when purchased of three months or less, and which are not designated for a
specific purpose, to be cash equivalents.

(6) Pledges Receivable - Pledges receivable primarily consist of amounts due within one year
and have been recorded at net realizable value. The Organization provides for probable losses
on pledges receivable using the allowance method. The allowance is determined based on
management’s experience and collection efforts. Balances that remain outstanding after the
Organization has used reasonable collection efforts are written off.

$7) Inventories - Inventories consist primarily of donated goods and are recorded at estimated
air value at the date of donation.

(Ei) Property and Equipment - Accounting principles generally accepted in the United States

of America require that property and equipment be capitalized at cost when purchased or at fair
value when received by contribution and then depreciated over the asset’s estimated useful life.
The costs of additions and betterments are capitalized when they have a useful life in excess of
one year and the costs exceed $250. Costs of repairs and maintenance are expensed as
incurred. Depreciation expense is computed using the straight-line and accelerated
depreciation methods over the estimated useful lives of the property and equipment. The range
of estimated useful life by type of assets is as follows:

Buildings ] 27-39 years
Furniture and equipment 5-15 years

Donations of property and equipment are recorded as support at their estimated fair value.
Such donations are reported as unrestricted support unless the donor has restricted the donated
asset to a specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire ﬂroperty and equipment are reported as
restricted support. If donor stipulations regarding how long those donated or acquired assets
must be maintained are absent, the Organization reports expirations of donor restrictions when
the donated or acquired assets are placed in service as instructed by the donor. The
Organization reclassifies temporarily restricted net assets to unrestricted net assets at that time.

(9) Compensated Absences - Employees of the Organization are entitled to paid vacation and

sick days depending on job classification, length of service and other factors. Sick days are

non-vesting and are recognized when actually paid. Vacation time earned but not yet used

Lotal? $10,006 and $10,031 at December 31, 2014 and 2013, respectively, valued at current
ourly rates.

(10) Recognition of Revenue - Grant revenues from funding agencies are recognized over the
contract terms with the funding agencies. An excess of grant funds received over expenses
incurred may be required to be returned to grantor agencies, as required by the grantor
agencies. Retail sales of goods are generally recognized when customers take possession of
thedmerghandise, usually at the point of sale. Service fees are recognized when services are
rendered.
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

(11) Program Service Revenue - The Organization derives program service revenue from a
variety of programs, such as:

Medical Clinic - Provides medical services for low-income, uninsured individuals. The
medical clinic is included in the “Mercy Medical Clinic” in the statement of program
expenses.

Thrift Shop - The Organization runs a thrift shop stocked with donated items of clothin?,
furniture, and other household items. However, these items are also priced and available
for sale to the general public. The thrift shop is included in the “Helps Ministry” in the
statement of program expenses. Additionally, items from the thrift shop may be given to
qualifying families and individuals in need.

Food Pantry - The Organization runs a food pantry stocked with contributed canned goods
and staples. These goods are distributed to qualifying families and individuals. The food
pantry iIs included in the “Helps Ministry” in the statement of program expenses.

Genesis and Hope Houses - The Organization maintains transitional housing facilities for
families, limited to a maximum stay of two years. The Genesis and Hope houses are
included in “Housing” in the statement of program expenses. The Genesis House was
sold in September 2014 for $41,072 and a gain on sale of $17,007 is included in the 2014
statement of activities.

Omega House and Hall Manor - The Organization maintains two emergency shelter
facilities for women and children, limited to a maximum stay of three months. The
Omega House and Hall Manor are included in “Housing” in the statement of program
expenses. Hall Manor was purchased in December 2013 (see Note A-12) and began
operating as an emergency shelter in 2014.

(12) Contributions and Donated Services - Contributions, including unconditional promises to
give, are recorded when the pledges are made by the respective donor. Conditional promises to
give are recognized when the conditions on which they depend are substantially met. Due to the
nature of the Organization, it receives services from donors, and others who assist in various
aspects of the Organization’s operations; donated services are further explained in Note H.

The Organization receives donated goods which are used to operate the thrift store and food
pantry. These donated goods consist of clothing, household items and food, which are valued
at estimated fair value at the time of donation and recognized in the statement of activities as
“Contri_butled revenue - donated goods” totaling $201,831 and $206,580 for 2014 and 2013,
respectively.

During 2014 and 2013, the Organization received donated furniture, equipment and supplies,
which are valued at estimated fair value at the time of donation and recognized in the statement
of activities as “Donated furniture, equipment and supplies” totaling $4,950 and $0,
respectively.

During 2014 and 2013, the Organization received donated medications at Mercy Medical
Clinic totaling $141,739 and $436,843, respectively. Management estimates approximately
60% of the medications donated to the Organization by pharmaceutical companies expire and
are disposed of before they can be used in the medical clinic.

Temporarily restricted contributions in the 2013 statement of activities include a one-time only
contribution of $125,000 that was subject to a donor-imposed stipulation. This amount was to
be used to purchase the new building at 719 Main St. in Shelbyville, Kentucky (the building is
referred to as Hall Manor, see Note A-11). In December 2013, the new building was
purchased and the $125,000 was released from restriction.
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

(13) Functional Expenses - The Organization allocates certain operating expenses on a functional
basis among its various programs and support services. Expenses that can be identified with a
specific program and support services are allocated directly according to their natural
expenditure classification. Other expenses that are common to several functions are allocated
using various statistical bases.

(14? Reclassifications - Certain amounts for the year ended December 31, 2013 have been

reclassified to conform with the presentation of the December 31, 2014 amounts. The

E%CI%ssmcatlons have no effect on the change in net assets for the year ended December 31,
13.

(15) Subsequent Events - The Organization has evaluated subsequent events through October 30,
2015, the date which the financial statements were available to be issued.

CONCENTRATION OF CREDIT RISKS

Cash and cash equivalents - The Organization maintains its cash in bank deposit accounts with
federally insured financial institutions which are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. At December 31, 2014, the Organization had no uninsured
cash and cash equivalent balances.

Contributions receivable - Contributions receivable are principally from government agencies
and donors in the Shelby County, Kentucky area. The concentration of credit risk is partially
mitigated by the number of donors. The Organization does not require collateral in relation to
these receivables.

GRANTS RECEIVABLE

Grants receivable consists of amounts due from government agencies. Management periodically
reviews the status of all grants receivable for collectability. Grants receivable are deemed to be
fully collectible and are composed of the following amounts:

Year Ended December 31, 2014

Grants Amounts Amounts Grants
receivable at awarded expended receivable at
12/31/13 2014 2014 12/31/14
Metro United Way (Emergency Shelter) $ 6,490 $ 14,366 $(13,610 $ 7,246
Metro United Way (Free Medical Clinic) 15,889 28,852 30,378 14,363
Community Foundation Louisville - 15,000 15,000 -

$22,379 $ 58,218 $(58,988) $21,609
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

GRANTS RECEIVABLE - (Continued)

Year Ended December 31, 2013

Grants Amounts Amounts Grants
receivable at awarded expended receivable at

12/31/12 2013 2013 12/31/13

Metro United Way EEmergency Shelter) $ 5592 $ 27,979 $527,081 $ 6,490

Metro United Way (Free Medical Clinic) 13,692 31,778 29,581 15,889
Community Foundation Louisville - 5,194 5,194 -
Kohl’s - 1,500 1,500 -
City of Shelbyville - 750 (750 -
Various other unrestricted grants - 1,300 (1,300 -

$19,284 $ 68,501 $(65,406) $22,379

NOTES PAYABLE

Long-term debt consists of the following:

o 2014 2013
Note payable to bank secured by the building
at 708 Main Street, Shelbyville, KY, and
assignment of all rental income. The note bears
interest at 4.99% and monthly payments are
$2,549 with a balloon payment due in April 2022. $ 318,739 $ 404,365
Less current portion 15,018 10,601
Long-term portion $ 303,721 $ 393,764

Total interest paid on long-term debt during 2014 and 2013 was $19,313 and $21,344,
respectively.

Maturity of long-term debt is as follows:

2015 $ 15,018
2016 15,754
2017 16,601
2018 17,449
2019 18,340
Thereafter 235,677

$318,739

CAPITAL LEASE OBLIGATION

During 2011, the Organization acquired office equipment under a capital lease. The terms allow
the Organization to purchase the office equipment at the end of the sixty month lease terms at
fair market value. The obligation under the capital lease has been recorded in the accompanying
financial statements at the present value of future minimum lease payments, discounted at an
interest rate of 5.14%. The capitalized cost of $9,292, less accumulated depreciation of $7,687,
is included in furniture and equipment in the accompanying financial statements. Depreciation
expense for this equipment for the year ended December 31, 2014 and 2013 was $1,070 and
$1,784, respectively. The balance outstanding under the lease is $4,237 at December 31, 2014.
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

CAPITAL LEASE OBLIGATION - (Continued)

The obligation under the capital lease consists of the following:

Total _ $ 4,237
Less current portion 1,680
Long-term portion $ 2,657

The future minimum lease payments under the capital lease and the net present value of the
future minimum lease payments are as follows at December 31, 2014:

2015 $ 1,858
2016 2,627
Total future minimum lease payments 4,485
Less amount representing interest 248

Present value of future minimum lease payments $ 4,237

NET ASSETS

Temporarily restricted net assets are available for the following purposes at December 31, 2014:

Amounts
Amounts released from
Balance at received in restrictions in Balance at
12/31/2013 2014 2014 12/31/2014
Temporarily Restricted Net Assets:
Metro United Way (Note C) $ 22,379 $ 43,218 $ (43,988 $ 21,609
Community Christmas Event 4,711 12,160 (7,713 9,158
Helps Program Donations - 485 (485 -
Medical Clinic Donations - 27,182 27,182 -
Housing Program Donations - 47,056 47,056 -
Scholarship Fund - 1,500 1,500 -
Food Pantry Donations - 2,653 2,653 -
Total Temporarily Restricted
Net Assets $ 27,090 $ 134,254 $ (130,577) $ 30,767

There are no permanently restricted net assets at December 31, 2014.

Temporarily restricted net assets are available for the following purposes at December 31, 2013:

Amounts
Amounts released from
Balance at received in restrictions in Balance at
12/31/2012 2013 2013 12/31/2013
Temporarily Restricted Net Assets:
Metro United Way (Note C) $ 19,284 $ 59,757 $ (56,662 $ 22,379
Community Christmas Event 2,708 10,275 (8,272 4,711
Facility Donations - 126,000 (126,000 -
Helps Program Donations - 11,125 11,125 -
Medical Clinic Donations 7,500 6,053 13,553 -
Scholarship Fund - 2,000 2,000 -
Food Pantry Donations - 3,578 3,578 -
Board Member Pledges 6,121 - 6,121 -
Total Temporarily Restricted
Net Assets $ 35,613 $ 218,788 $ (227,311) $ 27,090

There are no permanently restricted net assets at December 31, 2013.
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

PRIOR PERIOD ADJUSTMENTS

Effect on
Previously Reported
Net Assets

As the result of our auditing procedures, we discovered an error in the

2013 financial statements, whereby donated medications received at

Mercy Medical Clinic were not properly recorded at their fair market

value at the date of donation in accordance with generally accepted

accounting principles. During 2013, medications totaling $436,843

were donated by two pharmaceutical companies. Management

estimates approximately 60% of the medications donated expired and

were disposed of before they could be used in the medical clinic.

Management also estimated that $10,000 of these donated medications

remained in inventory at December 31, 2013. Therefore, the restated

2013 financial statements include “Donated medications” of $436,843

in revenues of which $10,000 remains in “Inventory - Medical clinic”

at December 31, 2013 and $426,843 is included in operating expenses

($174,737 included in “Donated medications used” and $252,106

included in “Donated medications expired”). Correction of these

errors resulted in an increase in the reported change in net assets of

$10,000 for the year ended December 31, 2013. $ 10,000
Net effect of prior period adjustments 10,000
Net Assets at December 31, 2013 as previously reported 689,664
Net Assets at December 31, 2013 as restated $699,664

DONATED SERVICES

The Organization recognizes contribution revenue for certain services received at the fair value of
such services. Recognized services were provided by skilled professionals as follows:

Year Ended December 31, 2014

Estimated

] cost of Value of
Number of Hours Estimated  benefits donated

volunteers  per year hourly rate (10%) services

MDs - general practice 4.5 600  $ 90.00 $ 9.00 $ 59,400
MDs - minor surgery 1 24 115.00 11.50 3,036
MDs - dermatology and orthopedic 4 96 90.00 9.00 9,504
MDs - internal medicine 1 180 90.00 9.00 17,820
MDs - cardiology 1 36 100.00 10.00 3,960
Nurses 8 1,536 30.00 3.00 50,688
Dentist 4 240 80.00 8.00 21,120
Dental assistant 1 156 15.00 1.50 2,574
Dental hygienist 2 72 25.00 2.50 1,980
Registered dietician 1 72 25.00 2.50 1,980
Physician assistant 2 336 45.00 4.50 16,632
Chiropractor 1 48 35.00 3.50 1,848
APRNs 3 204 40.00 4.00 8,976
Clinical counselor 1 96 35.00 3.50 3,696
34.5 3,696 $203,214
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

DONATED SERVICES - (Continued)

Year Ended December 31, 2013

Estimated
] cost of Value of
Number of Hours Estimated benefits donated

volunteers  per year hourly rate (10%) services

MDs - general practice 6 864  $85.00 $ 8.50 $ 80,784
MDs - minor surgery 1 12 110.00 11.00 1,452
MDs - dermatology and orthopedic 3 96 90.00 9.00 9,504
MDs - internal medicine 2 144 85.00 8.50 13,464
MDs - psychiatry 1 72 100.00 10.00 7,920
Nurses 7 1,775 25.00 2.50 48,812
Dentist 4 240 75.00 7.50 19,800
Dental assistant 5 240 15.00 1.50 3,960
Dental hyglenlst 3 168 25.00 2.50 4,620
Registered dietician 1 48 25.00 2.50 1,320
Physical therapist 1 48 35.00 3.50 1,848
Chiropractor 1 48 35.00 3.50 1,848
APRNs 6 348 40.00 4.00 15,312
Clinical counselor 1 192 35.00 3.50 7,392
42 4,295 $218,036

The estimated hourly rates used above are per the National Occupational Employment and Wage
Estimates, as developed by the Bureau of Labor Statistics. The Organization has estimated 10%
for benefits which would include employer portion of payroll taxes and insurance.

In addition, the Organization also received the services of additional volunteers which totaled
6,389 and 6,396 hours in 2014 and 2013, respectively. Because these services donated did not
meet the recognition criteria of U.S. GAAP, their estimated values have not been recognized in
the statement of activities and changes in net assets.

RENTAL INCOME

The Organization leases the building at 802 Washington Street, Shelbyville, KY, to two unrelated
parties. In April 2011, a portion of the building was leased for a Beriod of one year at $500 per
month for use as a retail store. In October 2011, a portion of the building was leased for a period
of one year at $800 per month for use as a church facility. Both of these leases were extended for
a period of one year upon their renewal in 2012. In April 2013, the lease with a church was
lowered to $775 per month for a period of six months and was extended for another six months
through March 2014. The lease will continue to be a six month term by mutual agreement
between the two parties with the lessee having the first option on continuing the lease. In July
2013, the lease with a retail store was raised to $550 per month for a period of one year after
which it was terminated by the lessee. A new lease with another retail store was signed in
November 2014 for a period of one year at $500 per month. Rental income for 2014 and 2013
was $13,747 and $15,625, respectively.

The Organization purchased a building at 719 Main Street, Shelbyville, KY on December 31,
2013. The building space was fully occupied with tenants upon purchase, therefore, the
Organization assumed the month-to-month leases that were in place. No rent was received on
these month-to-month leases during 2013. During 2014, total rent of $15,050 was received on
these month-to-month leases and is included in “Program fees” in the statement of activities. By
the end of 2014, all four units in the building at 719 Main Street (Hall Manor) had been converted
Eo a shelter for(\j/vomen and children and the month-to-month leases with the original tenants had
een terminated.
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OPERATION CARE, INC.
NOTES TO FINANCIAL STATEMENTS - (CONTINUED)
YEARS ENDED DECEMBER 31, 2014 AND 2013

UNCLEARED DISCREPANCIES

Included in the 2014 financial statements is $3,926 of expenses and an estimated $3,083 of personal use
of auto incurred by the Organization that did not include adequate documentation to determine whether
or not they were valid expenditures of the Organization. These items are included as “Uncleared
discrepancies” and “Personal use of auto” in the 2014 statement of functional expenses.

TAX STATUS

The Organization is a not-for-profit organization exempt from Federal income taxes under Section
501(c)(3) of the Internal Revenue Code. The Organization’s Board of Directors and management have
dr(]eterméned that the Organization has been operated in compliance with the applicable requirements of
the IRC.

On July 1, 2009, the Organization adopted the recognition requirements for uncertain income tax
positions as required by accounting principles generalli; accepted in the United States of America, with
no cumulative effect adjustment required. Income tax benefits are recognized for income tax position
taken or expected to be taken in a tax return, only when it is determined that the income tax position
will more-likely-than-not be sustained upon examination by taxin% authorities. The Organization has
analyzed tax positions taken for filing with the IRS and believed that income tax filing positions will be
sustained upon examination and does not anticipate any adjustment that would result in a material
adverse effect on the Organization’s financial statements. Accordingly, the Organization has not
recorded any reserves or related accruals for interest and penalties for uncertain income tax positions as
of December 31, 2014. At a minimum, the December 31, 2012 through 2014 tax years are open for
examination by taxing authorities.

RISK MANAGEMENT

The Organization is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omission; and natural disaster. The Organization maintains commercial insurance
coverage covering each of these risks of loss. Management believes such coverage is sufficient to
preclude any significant uninsured losses to the Organization.

CONTINGENCIES

Amounts received or receivable from government agencies relating to grants are subject to audit and
adjustment by the %overnmer)t agencies. The amount, if any, of expenditures which may be potentially
_dlsallow_eoll cannot be determined at this time, although management expects such amounts, if any, to be
immaterial.
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