























NOTES TO FINANCIAL STATEMENTS

Cash and cash equivalents:

For purposes of the statement of cash flows, the Organization considers
undesignated cash and investments with original maturities of three months or
less, to be cash and cash equivalents.

Receivables:

The valuation of receivables is based upon a detail analysis of past due accounts
and the history of uncollectible accounts. Estimated uncollectible accounts
increase the allowance for doubtful accounts and when the accounts receivable is
written off, the allowance for doubtful accounts is decreased. Receivables consist
primarily of state daycare reimbursement and are deemed to be fully collectible by
management, therefore, no provision for an allowance for uncollectible
receivables has been made.

Pledges receivable:

Contributions are recognized when the donor makes an unconditional promise to
give to the Organization. Management considers all pledges receivable to be
collectible, therefore, no provision for an allowance for uncollectible pledges has
been made. Any pledges considered uncollectible have been written off.

Assets whose use is [imited:

Assets set aside by the Board for future use and assets limited as to use by donors
are classified as assets whose use is limited.

Property and equipment:

Property and equipment are stated at cost, or in the case of donated property and
equipment, at fair value at the time received. The Organization’s policy is to
capitalize all expenditures greater than $500. Depreciation is computed by the
straight-line method based on the estimated useful lives of the related assets.
Depreciation expense for the years ended June 30, 2008 and 2007 was $138,399
and $134,924, respectively.



NOTES TO FINANCIAL STATEMENTS

Temporarily restricted net assets:

Temporarily restricted net assets are those whose use by the Organization have
been limited by donors to a specific time period or purpose. When the donor
restriction expires, that is, when a stipulated 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 restriction. The Organization has elected to report donor restricted
contributions whose restrictions are met in the same reporting period as
unrestricted support.

Donations other than cash:

Donations other than cash are recorded at their fair market value as of the date of
donation. Donated services must meet the specific expertise requirements and
would normally have been purchased before they are recorded. Donations of
long-lived assets with explicit restrictions that specify how the assets are to be
used and donations of cash or other assets that must be used to acquire long-lived
assets are reported as temporarily restricted support. Absent explicit donor
stipulations about how long those long-lived assets must be maintained, the
Organization reports expirations of donor restrictions when the donated or
acquired long-lived assets are placed in service.

Loan costs:
Loan costs are being amortized on a straight line basis over the life of the loan.
Amortization expense for the years ended June 30, 2008 and 2007 was $958 and
$945, respectively.

Exemption from income taxes:

The Organization is exempt from federal, state, and local income taxes as a not-
for-profit corporation described under Internal Revenue Code Section 501(c)(3).
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NOTES TO FINANCIAL STATEMENTS

Pledges Receivable

Pledges receivable consist of charitable pledges to give from individuals, in relation to
the Organization’s Room-Naming Campaign, and for general support of programs and
services. The balance of pledges receivable is as follows:

2008 2007
Receivable in less than one year $19,505 $18,500
Receivable in one to five years _22.,500 _40,000
Total gross pledges receivable 42,005 58,500
Less discount to net present value (2.912) (5.374)
Total net pledges receivable $39.093 $53.126

Pledges receivable due in more than one year are reflected at the present value of
estimated future cash flows using a discount rate of 4.61% for 2008 and 2007.

Unemployment Trust

The Organization utilizes an unemployment trust to administer its unemployment
claims. Quarterly deposits are made into the trust account while claims are paid out of
the account. The Organization is also allocated a portion of the monthly income and
expenses of the trust. Should claims exceed deposits, the Organization would be
required to deposit funds to cover the excess claims.
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Note 4. Long-Term Debt

Long-term debt consisted of the following at June 30, 2008 and 2007:

Promissory note payable to a bank, with monthly interest
only payments at a rate of 4.61% until November 30,
2009. Beginning December 1, 2009, monthly principal
and interest payments of $6,574 are due on the first
day of each month until November 30, 2010. On
December 1, 2011 and each five year anniversary
thereafter, the monthly payment will be reset based
on a variable rate. A final balloon payment is due in
December 2025. The note is collateralized by real
estate located at 201 North 25™ Street, Louisville, KY.
An unscheduled principal only payment of $250,000
and $150,000 was paid on the note in November 2008
and December 2007, respectively. Both payments were
unscheduled and included in long-term debt at
June 30, 2008 and 2007, respectively.

Unsecured promissory note payable in four annual
installments of $1,285 beginning January 7, 2007,
plus one final installment of $1,213 on January 7,
2011 including interest at 6.00%.

Installment bank note payable in 60 monthly installments
of $427, including interest at 5.74%. Collateralized
by the vehicle purchased. The note matures in
September 2008.

Less current maturities

Future maturities of long-term debt are as follows:

Year ending June 30, 2009
2010

2011

2012

2013

Thereafter
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2008 2007
$875,000 $1,025,000
3,435 4,454
849 6.170
879,284 1,035,624

1,928

$ 877.356

5.919

$1.029.705

$ 1,928
30,694
53,752
55,014
57,605

680,291

3879,284



NOTES TO FINANCIAL STATEMENTS

Note 5. Line of Credit

As of June 30, 2008, pursuant to an agreement with a bank, the Organization had
available a $50,000 secured line of credit, none of which was outstanding at that date.

The line expires on October 15, 2009.

Note 6. Changes in Temporarily Restricted Net Assets

Changes in temporarily restricted net assets are as follows:

Balance Released From Balance

Purpose / Program 6/30/07 Contributions Restrictions 6/30/08

Metro United Way Receivable $245,887 $234,511 $(245,887) $234,511

The Cralle Foundation, Inc.- Cheers for

Careers 10,000 10,000
Humana Foundation — Focus on Fitness 16,300 16,300
$245,887 $260.811 $(245,887) $260,811

Balance Released From Balance

Purpose / Program 6/30/06 Contributions Restrictions 6/30/07
Metro United Way Receivable $240.680 $245 887 $(240,680) $245.887
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NOTES TO FINANCIAL STATEMENTS

Note 7. Contributions and Grants Revenue

Revenues from contributions and grants received for the years ended June 30, 2008 and
2007 consisted of the following: :

2008 2007
Metro United Way grant $259,511 $296,067
Other grants 481,189 213,311
Contributions 136,297 125,261
In-kind contributions 2.500 69,320

$879,497  §$703,959

Note 8. Rental Income

In April 2008, the Organization began leasing a portion of its building to an unrelated
third party. Net rental income under this lease for the year ended June 30, 2008 was as

follows:
Gross rental income $ 6,540
Less: Depreciation expense (79)
Ultilities expense (276)
6,185
Other rental income 4,818
$11.003
Future minimum lease payments to be received under this lease at June 30, 2008 are as
follows:
Year ending June 30, 2009 $ 28,990
2010 27,240
2011 27,240
2012 27,240
2013 22,700
$133.410
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NOTES TO FINANCIAL STATEMENTS

Retirement Plan

The Organization has a defined contribution plan, which covers all employees who have
met certain age and length-of-service requirements. Total retirement plan expense was
$8,959 and $5,782 for the years ended June 30, 2008 and 2007, respectively.

Management Contract

The Organization has a management agreement with Maryhurst, Inc. Under this
agreement, Maryhurst, Inc. will provide to the Organization a range of management
services including general operations management, financial management and program
operations management. The contract expires on June 30, 2010. Under the terms of the
contract, the Organization is required to pay Maryhurst, Inc. $7,500 per month from July
1, 2608 through June 30, 2009 with the base fee per month for the final year of the
contract to be agreed upon between the two parties before June 1, 2009. Total
management fees were $76,500 and $70,500 for the years ended June 30, 2008 and
2007, respectively.

Subsequent Events

In November 2008, the Organization refinanced its promissory note with extended
principal payment terms. The monthly interest only payments have been extended to
November 30, 2009. See Note 4 for details of the debt. In November 2008, a grant for
$250,000 was received and used to pay an unscheduled principal payment on the note.
The $250,000 is included in long-term debt at June 30, 2008.
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