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Síepert

INDIiPENDENT AUDITOR'S REPORT

Boarcl of Directors
Shelter Care Ministries, Inc.
Rockforcl, lllinois

We havc auditccl tlre acconrpanying financial statenrents of Shelter Care Ministries, Inc. (a nonprofit organization),
wlrich corr.rprise the Statenlents of Financial Position as of June 30,2017 and2016 the related Statements of Activitics,
Functional Expenses and Cash Flows for thc ycars then encled, and the related notes to the financial statelxents.

Management's Responsibility fbr the Financial Statements

Management is responsible for the prcparatiorr and fìrir presentation of these financial statements in accordance with
accounting principles gcncrally accc¡.rtccl in thc United States of America; this includes the design, irnplementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statenents that are
free fronr lnaterial rrrisstatenre nt, whcthcr cluc to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these fìnancial statements based on our audits. We conducted our audits
in accordance with auditing stanilarcls gcnerally accepted in the United States of America. Those standards require that
we plan and ¡rerf-orm the audits to obtain reasonable assurance about whether the financial statements are free of
material misstatemcnt.

An audit involves ¡lelforming proceclurcs to obtain auclit cvidence about the amounts and disclosures in the fìnancial
statenlents. The proceclures sclectecl clepcnd on the auclitor's juclgn.rcnt, including the assessment of the risks of
rnaterial misstaternent of the financial statcnrents, whether due to fiaud or error. In making those risk assessments, the
auditorconsiclers internal control relevalrt to the cntity'spreparation and fairpresentation ofthe financial statentents in
order to clesign auclit proceclurcs that arc appropriate in the circumsternces, but not for the purpose of expressing an
opinion on the cffectiveness of thc cntity's internal control. Accordingly, we express no such opinion. An auclit also
incluclcs evaluating thc appropriateness of accounting policies used and the reasonableness of significant accounting
estinrates macle by nranagemcnt, as wcll as cvaluatìngthe overall presentation of the financial statements,

Wc bclieve the autlit evidencc we have obtainecl is sul'ficient and appropriate to provide a basis for our auclit opinion.

Opinion

ln our o¡rinion, thc financial statenrcnts ref'errecl to above present fairly, in all material respects, the financial position
of Shelter Care Ministries, lnc. as of .lune 30,20l1 ¿tnd2016 ancl thc changes in net assets and cash flows for thc years
tlren enclecl ilr accordance with accounting principlcs gcncrally accepted in the United States of Anrerica.

SIEPERT & CO., LLP

Jr-ft-f d- Ç LL P
Beloit, Wisconsin
Dcccnrber 13,2017

SIEPERT & CO., LLP I Certifìed Publìc Accountants I www.siepert.com

1920 West Hart Road

Beloit, Wl 53511

p 6O8-365-2266

f 608-364-8727

2380 Bethany Road

Sycamore, lL ó0178

p 815-787-7657

f 815-787-6797

4278Ê. Rockton Road

Roscoe, lL ó1073

p B1 5-ó23-881 B

Í 815-623-9361 "Members of American lnstitute of CPA's - Private Companies Pract¡ce Section"



SHELTER CARE MINISTRIES, INC

STATEMENTS OF FINANCIAL POSITION
June 30, 2011 and2016

ASSETS

Cash and cash equivalents
Acconnts receivable
Prepaid expenses
Property held for sale

Total current assets

Cash and cash equivalents designated for endowment
Property and equipment, net of accumulated

depreci ati on of $6 I 8,45 6 and $629,499 respectively

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES

Accounts payable
Other liabilities
Accrued payroll liabilities
EEC loan
Current portion of notes payable

Total curent liabilities

Notes payable, long term

Total liabilities

NET ASSETS

Unrestricted:
Board designated endowment
Undesignatecl

Tenrporarily restricted

Total net assets

Total liabilities and net assets

s 12,944
94,099

2011 2016

s 23,404
216,366

3,737

243,507

1.297.909

$L!tr/r1é

3 r 0.978

418,021

4,315

836.555

$L253p51

$ 21,187
14,698
16,393
r 0,500

330.008

4,315
7 58,517

27 ^000

189.892

$1258'9s1

$ 46,168
6,043

30,788
12,000
5 8.345

392,786 153,944

76.213 405.965

469.0s9 ss9.909

941,119
34.328

981.s07

$1.541.416

See accornpanying notes to financial statements Page 2



Operating support and revenue:
Contributions
Grants, state and local
In-kind contributions
Midtown rental income
Fundraising
Other income

Net assets released from:
Time restrictions

Total operating support and revenue

Operating expenses:
Programs:

Honreless program:
Emergency housing
Transitional housing
Permanent housing
Veteran housing

Jubilee drop-in center
MAYA's house
Bailey housing project

Total program expenses
Management and general
Fundraising

Total operating expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

SHELTER CARE MINISTRIES, INC

STATEMENT OF ACTIVITIES
for the year ended June 30, 201 7

Unrestricted

34.328

I.t I5.387

s 229,790
487,211
183,250
124,931

50,643
5 ,114

s 256,790
487,271
183,250
124,931

50,643
5,174

Temporarily
Restricted

$27,000

Total

1.108.059

154,433
123,531
96,049
7 I ,801

263,186
75,278

115.512

( 34.328)

( 7,328)

( 7,328)
34.328

154,433
123,531
96,049
71,801

263,186
75,278

115.572

899,850
366,639

33.1 85

1.299.614

( 184,287)
941.179

sJOÅ92

899,850
366,639

33. r 85

1.299^674

( 19t,615)
981,507

$27-000 $_189-892

See accompanying notes to financial statements. Page 3



Operating support and revenue
Contributions
Grants, state and local
In-kind contributions
Midtown rental income
Fundraising
Other income

Net assets released from:
Time restrictions

Total operating support and revenue

Operating expenses:
Programs:

Homeless program:
Emergency housing
Transitional housing
Permanent housing
Veteran housing

Jubilee drop-in center
MAYA's house
Employment services
Bailey housing project

Total program expenses

Management and general
Fundraising

Total operating expenses

Change in net assets

Net assets, beginning of year

Net assets, end of year

SHELTER CARE MINISTRIES, INC

STATEMENT OF ACTIVITIES
for the year ended June 30, 2016

Unrestricted

42.301

1.241.867

810,130
247,520

31.312

1.095.022

146,845
800.334

s_9q-y9

$ 405,196
449,139
166,045
117,291
58,504

3,3 85

s 439,524
449,139
166,045
111,291
58,504

3,3 85

140,7 5l
85,7 52

94,580
80, I 00

255,799
64,203

1,247
81.698

140,151
85,7 52
94,580
80, I 00

255,799
64,203

1,241

87.698

Temporarily
Restricted

s34,328

Total

1.233.888

810,130
241,520

37.372

1"095.022

r 38,866
842.641

( 42.307)

( t.ele)

( 1,919)
42.301

$34J28 $__98L507

See accon.rpanying notes to financial statements. Page 4



SHELTER CARE MINISTRìES, INC

STATEMENT OF FUNCTIONAL EXPENSES BY PROGRAM
Year Ended June 30,2017

Honreless Pror¡raln

Client transporlation
Client food
Client services
Scattered site housing

Rent and utilitìes
Furnishings
Maintenance

Salaries
Auto and truck
Program supplies
In-kind program supplies
Dues, publications and setrrinars

Office expense
Insurance

Professional fees

Payroll taxes
Travel
Repairs and maintenance
Rent and utilities
In-kind rent
Telephone

Advefiising
Fundraising
Interest expense
Bad debt expense

Miscellaneous

Total expenses before asset

impairment and depreciation

Asset impairnrent
Depreciation

Emergency
Housing

$ 4,019

2,500

54,851
375

Transitional
Housins

Permanent
Housing

28,112

1,897

Veterans
Housing

$

Jubilee
Drop-in

Center

$ 294 $

3,075

65 ,171

3,086

700 ( 36s)

$ 255
1,906

300

48,044
3,020
5,601

61,463
2,467

510

45,840
6,300

164 25

15,443
738

15,443

12,392 190

6,859 2,023

591

154,433 120,150

$1s,fu{]3

2.781

$l23JX

391 281

96,049 7 I ,801 238,144

$96.049 $7r.80r $263.r 86

31,418
50

18,012

1,194

309

128,269
481

2,731
15,442

310
41

6,391

1 ,415
13,791

65
1,295

509

6l ,980
923

2.456

25.042

Total expenses

See accompanying notes to financial statements.



MAYA'S
House

$

36,810

425
3,535

Bailey
Housing

Project

$

15.854

s I 15.572

Total
Program

Expenses
Management

and seneral

95, I 35

6,441

2,136
9,566

15,048

14,302
1,166

? 555

6,721
23,313

1.104

230,082

131,623
4^934

$3éé-639

Fundraising

J--

26,240

6,945

33,1 85

$33.1 8s

Total
Expenses

s 4,568
1,906
6,214

220,518
11,787
9,386

$ 4,568
1,906
6,210

220,518
11,787
9,386

$

903
15,442

100
277

1,274

291,532
906

3,640
61,770

1,148
324

29,392

392,661
7,347
3,640

61,770
3,284
9,890

44,440

3,120
I 0,800

1,420

6,054

2,143

52,379
22,641

16,501 16,501

2.776

99,118 855,321

4,043
27,032

65

53,664
25,761
72,180

3,612

30,179
I I,536

r00
4,120

60,462
38,568

165

57,784
25,761
87,082
10,778

320

74,426

852

s152J8

44.s29

$899.850

t {55

6,945
)7 )))
23,313

4.480

1,1 18,588

131,623
49.463

sL,D9-Ø4

Page 5



SHELTER CARE MINISTRIES, INC

STATEMENT OF FUNCTIONAL EXPENSES BY PROGRAM
Year Ended June 30,2016

llnnreleqq Prooranr

Client transportation
Client food
Client services
Scattered site housing

Rent and utilities
Furnishings
Maintenance

Salaries
Auto and truck
Program supplies
In-kind program supplies
Dues, publications and senrinars
Office expense
Insurance

Professional fees

Payroll taxes
Travel
Repairs and maintenance
Rent and utilities
In-kind rent
Telephone

Advertising
Outside services
Fundraising
Interest expense
Miscellaneous
Bad debt expense

Total expenses before depreciati on

Depreciation

Total expenses

Emergency
Housing

$ 1,288

43,952
625

13,600

Transitional
Housing

Permanent
Housing

$

53,910
4,565
1,599

Veterans
Housing

$

4,076

Jubilee
Drop-in

Center

$37 $ 210
1,278

210

33,477

315

21,959
242

20,014

41,005
11,602

1,227 23

20,014

45

6,302

5,520
412

1,038

140,151

$_140.75r.

45
6,3 80

41,465
430

119,911
514

2,882
20,013

187
55

9,925

32,057 21,192

2,449

94,580 80, I 00

$ry $80J_00

998

436
10,419

61,980
1,371

82
l0

230,157

2s^042

s2s5f,99

805

1,038

83,507

) )L<

$85J52

320

See accompanying notes to financial statelrents.



MAYA'S
House

$

21,184

2,201

E,mployment
Services

$

297

9s0

1,247

st247

Bailey
Housing

Project

$

10,502

17,492
19,850

23,464

7l ,308

r 6.390

$87-698

Total
Program

Expenses
Management

and general

$

138,960
4,582

823
7,038

17,563

18,315
15,514

Fundraisinq

$ --$

25,640

11,132

Total
Expenses

93

$ 1,535
1,371
4,286

172,344
16,792
16,764

1,535
1 ,371
4,286

112,344
16,192
16,164

104
20,014

40
r80

1,893

264,434
1,246
3,586

80,055
227
325

38,449

403,394
5,828
3,586

80,055
1,050
1,363

56,012

3,120
10,800
2,148

733
1 8,1 40

412
18,291
23,920
12,180

5,595
13,210
7,814

44,748
33,714

472
18,291
23,920
85,990
13,409

135

82
l0

23,464
1,055

43

7,423
136

10.557

43
82

11,742
30,887

1,191

r 0.557

63,112

491

s64,n3

765,962

44.168

$&0-ß0

242,098 37,312 1,045,432

\ a)) 49.590

s247 .s20 537 .372 S I .095.022

Page 6



SHELTER CARE MINISTRIES. INC.

STATEMENTS OF CASH FLOWS
for the years ended June 30, 2011 ancl2016

CASH FLOV/S FROM OPERATING ACTIVITIES

Change in net assets
Adjustments to reconcile change in net

assets to net cash from operating activities
Contribution of property and equipment
Loss on disposal ofasset
Depreciation
Write down impaired asset
Accounts receivable
Prepaid expenses
Accounts payable
Accrued payroll liabilities
Other liabilities

Net cash from operating activities

CASH FLOV/S FROM INVESTING ACTIVITIES
Purchase ofpropefty and equipment

Net cash from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on line of credit
Payments on EEC loan
Payments on notes payable

Net cash lronl fìnancing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

( 28,938 )
205

49,463
131,623
122,267

3,737
( 25,581 )
( 14,395)

8"655

2017

($191,615)

( 1 .971)

( 1^ett )

( r,s00)
( 58.02e )

( 6,08s )
23.404

2016

$ 138,866

49,590

( 60,114)
2,991

( 38,201)
18,393

( 27 "003)

55.421 84.352

( se.s2e) ( s5.206)

( 7.16e)

( 7.16e)

( 50,000)
( I,000)
( 4.206)

21,977
1.427

* Supplemental Information:
Interest paid in 2017 and 2016 was 523,223 and $30,887, respectively.
The value of donated property and equipmentin20ll and2016 was $28,938 and $0, respectively

$_113_19 $-U494

See accompanying notes to financial statelrents. Page 7



NOTE I

SHELTER CARE MINISTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

NATIJRE OF ACTIVITES AND SIGNIFICANT ACCOUNTING POLICIES

NATURE OF ACTIVITIES

Founded in 1985, Shelter Care Ministries, Inc. is incorporated as an Illinois not-for-profit whose
mission is to provide shelter, awaken hope and honor dignity in every person who seeks comfort,
support or assistance through our progranls. The Organization's focus is on individuals with a

chronic mental illness and families that are homcless in the Winnebago/Boone County area.

ACCOUNTING POLICIES

Basis of Accounting

The financial statements are presentecl on the accrual basis of accounting in which revenue rs

recognized when earned ancl expettses are recorded when incurred.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid debt

instruments purchased with a nraturity of three nronths or less to be cash and cash equivalents.

Unconditional Promises to Give

Contributions are recognizecl when the donor makes an unconditional promise to give to the

Organization. Donor-restrictecl contributions arc reported as increases in unrestricted net assets ifthe
restriction is fulfilled in the fìscal year in which the contribution is recognized. All other donor-
restricted contributions are reported as increases in ten.rporarily or permanently restricted net assets

depending on the naturc of the restrictions. Ternporarily restricted net assets are reclassified to

unrestricted net assets when a restriction is met. Conditional promises to give are not recognized

until substantially all conditions are n1et. The Organization uses the allowance method to determine
uncollectible promises to give. The allowance is based on managelrent's analysis of specifìc
promises made and the prior years' experience.

Donated Assets and Servrces

The Organization records in-kincl slrpport for clonated assets and services in the statenent of
activities at their estimated fair value at the date of receipt. Contributed professional services are

recognized ifthe services (a) create or enhance a long-lived asset or (b) require specialized skills that

are provided by individuals possessing those skills, and would typically need to be purchased ifnot
provided by donation.

Properly and Equipment

Additions of property and equipn.rent of $1,000 or nlore are recorded at cost if purchased or fair
market value as of the date donated. Contlibutions of property and equiprnent are recorded as

unrestricted support, absent donor stipulations regarding how long the assets must be used. Expenses

for nraintenance, repairs and improvements which do not significantly extend the useful lives of the

assets are charged to operations as incurred. Depreciation is provided on the straight-line r.nethod

over the assets' estimated useful lives which range from 5 to 39 years.

Page 8



NOTE I

SHELTER CARE MINISTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

ACCOUNTING POLICIES. Continued

Functional Allocation of Expenses

Direct iclentifiable expenses are charged to program, martagement and general or fundrarsrng
expenses. Expenses related to more than one function are charged to progralr, managernent and
general or fundraising expense on the basis oftime records, square footage, and estimates nrade by
the Organization's managerrent. Manager.nent and general expenses include those expenses th¿rt are

not directly identifìable with any other specific function but provide for the overall support and

dircclion olthe Organization.

Aclvefiising Costs

It is the Organization's policy to expense advertising costs as incurred. Aclverlising costs were
$2,555 and $43 in2017 and2076, respectively.

Income Tax

The Organization is exempt from federal income taxes under Section 501(c)3 of the Internal
Revenue Code as other than a private foundation, and from state income taxes under a similar code.

Use of Estimates by Management

The preparation of financial statements in conformity with generally accepted accounting principles
requires m¿ìnagerrent to make estimates and assumptions that affect the repofted amounts of assets

and liabilities at the date of the financial statements and the reporled arnounts of revenues and

expenses during the reporting period. Actual results could differ from those cstinrates.

NOTE II SUBSEOUENT EVENTS

Managenrent has evaluated subsequent events through December 13,2011 which was the date these

financial statenlents were available for issuance, and determined that there were no significant non-
recognized events through that date.

NOTE III ACCOUNTS RECEIVABLE

The following summarizes ¿ìccounts receivable as of June 30
2011 2016

Accounts receivable-M idtown
Grants leceivable
Pledges receivable
Property receivable
Other receivables
Unrted Way reccivable

$ 4,030
34,558
15,000
5,460
8,051

21.000

$ 2,901

139,131
40,000

34.328

$xéléóTotal $94J99

Page 9



NOTE IV

NOTE V

NOTE VI

SHELTER CARE MINISTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

PROPERTY AND EOUIPMENT

The following summarizes propefty, equiprnent and accumulated depreciation at.lune 30:

1101116 Additions Dispositions 6130/11
Non-depreciable:

Land $ 63,451 $ 2,900 ($ 47,700) $ 18,651
Depreciable:

Buildings and improvements 1,12'7,414 23,400 ( 430,552) 1,320,262
Vehicles 45,240 2,938 ( 25,360) 22,818
Equipment, furnishings and

fixtures 91.303 1 .917
1 ,921 ,408 31 ,21 5 ( 503,6 I 2) 1 ,45 5,0 I 1

Accunrulated depreciation ( 629.499) ( 49 .463) 60.50(r ( 61 8.456)

Net property and equipment $J-DipBg ($1&ZA) ($4{3-106) $-,83é155

7101115 Additions Dispositions 6130l16
Non-depreciable:

Land $ 63,451 $ -- $ -- $ 63,451
Depreciable:

Buildings and improvements 1,727,414 1,121 ,414
Velricles 45,240 45,240
Equipment, furnishings and

fixtures 84.134 1.169
1,920,239 1,169 1,927,409

Accumulated depreciation ( 519.909) ( 49.590)

Net properly and equipment $l-340J30 $AA2L) $ -- S129JP!9

Depreciation charged to operations in 2011 and 2016 was $49,463 and $49,590, respectively.

INCOME TAXES

The Organization follows the requirements for accounting for nnceftain tax positions issued by the
Financial Accounting Standards Board (FASB). The Organization cloes not believe the financial
staten'ìents include (or reflect) any uncertain tax positions. The Organization files tax retums for the
United States and lllinois and is subject to examination by taxing authorities. The Organization's tax
retunls beginning in 2013 are open, by statute, for review by authorities. However, at ltresent there
are no ongoing income tax audits or unresolved disputes with the v¿rrious tax authorities the

Organization currently files or has filed with.

OPERATING LEASES

The Organization leases scattered site housing under various shoft-temr agreenlents. Rent and
utilities for this housing totaled 5220,518 and $112,162 for the years ended June 30, 2011 and2016,
respectively.

The Organization leases a copier under a non-cancelable operating lease. The lease requires
n.ronthly payments of $ 1 43 for five years, terminating in June 201 9.

Page 10



NOTE VII

SHELTER CARE MINISTR]ES, INC.

NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT

The following sutlmarizes long-term debt as of June 30:

2011 2016
Commercial note payable in monthly installnrents

of $959 including principal ancl interest
at 5.0o/o, unpaid balatrce due .luly 2020,

collateralized by all the assets of the Organization $ 32,803 $ 42,385

Mortgage payable in monthly installments
of $1,011 including principal and interest
at 5.5To, unpaid balance due September 2018,

collateralized by land 62,500 70,906
Mortgage payable in monthly installlrreltts

of $2,703 including principal and interest
at 5olo, unpaid balance due Decen,ber 2026,
collateralized by real estate 241,185 260,853

Mortgage payable in monthly installments
of$716 including principal and interest
at 5olo, unpaid balance due December 2017,
collateralized by real estate 69,793 14,706

Mortgage payable in monthly installments
of $1 }24 including principal and interest
at 5o/o,unpaid balance due June 2017,
collaterahzed by real estate

406,281 464,310
Less current maturities 330.008 58.345

$_1ßø_3 $405.9é5

The following is a schedule of future interest and principal payments:

Fiscal Year Principal lnterest Total

6t30t18 $330.008 $4.618 5334.626

6/30119 64,197 1,319 65,576

6130120 11,164 349 11,513

6130121 912 4 916

76.273 1^732 78.005

$40é2Ar $6J50 s412ßL

During 2016 the Organization's $50,000 line of credit was converted to a commercial note payable

Page I I



SHELTER CARE MINISTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE VIII BOARD DESIGNATED ENDOWMENT

The Organization's endowment consists of Board designated funds intended to provide an additional
source of supporl for the Organization's activities. Management has determined these funds meet the
defìnition of an endowment fund under UPMIFA. As required by generally accepted accounting
principles, net assets associated with the endowment are classified and reported based on the

existence or absence of original donor-in.rposed restrictions.

The Organization's management has interpreted IL UPMIFA as requiring the preservation of the fair
value of original gifts as of the gift date of donor-restricted endowment funds absent explicit donor
stipulations to the coutrary. As a result of this interpretation, the Organizalion classifies as

perrnanently restricted net assets (a) the original value of gifts donated to permanent endowments,
(b) the original value of subsequent gifts to penranent endowments, and (c) accumulations to the
penranent enclownrent made in accordance with the direction of the applicable donor gift instrument
at the tinre the accumulation is added to the fund. Remaining portions of donor-restricted
endowntent fultds not classified in permanently restricted net assets are classified as temporarily
restricted net ¿ìssets until those anlounts are appropriated for expenditure by the Organization in a

lnanrler consistent with the standard of prudence prescribed by IL UPMIFA. At June 30, 2011 fhe
Organization had no donor-imposed permanently restricted endowments.

Inveslment Relunt Objective, Rislc Parameters and Strategies: The Organization has adopted an

informal investment policy for endowment assets that attempts to provide a predictable stream of
funding to its prograr.n. Accordingly, the investment process seeks to achieve an after-cost total real
rate of return with acceptable levels of risk.

Endowlrent assets are invested in l.nutual funds and are intended to result in a consistent rate of
return and sufficient liquidity to make distributions when necessary. Investment risk is measured in
terms of the total endowment funcl; investment assets and allocation between asset classes and

strategies arc managed to not expose the funds to unacceptable levels ofrisk.

Spentling Policv: Amounts appropriated for spending are determined by investment earnings and

the Organization's nranagement.

Total Boarcl designated endowment funds were 54,375 at June 30,2017.

NOTE IX TEMPORARII,Y RESTRICTED NET ASSETS

Terrrporarily restricted net assets consist of the United Way pledges receivable of $27,000 and

$34,328 at June 30, 201I and201(r, respectively.

NOTE X FAIR VALUE MEASUREMENTS

The Organization follows the authoritative guidance issued by the Financial Accounting Standards
Board which defines fair value, establishes a framework for measuring fair value by providing a

hierarchy used to classify tlre source of the information measuring fair value and expands disclosures
about f,air value measurements.
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SHELTER CARE MINISTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE X FAIR VALUE MEASUREMENTS. Contin

Assets and liabilities carried at fair value are classified and disclosed in one of the following
categories:

Level I - Quoted market prices in active markets for identical assets and llabilities.
Level 2 - Observable market based inputs or observable inputs that are corroborated by
market date.
Level 3 * Unobservable inputs that are not corroborated by market data.

At June 30,2017 and2016 cash and cash equivalents of$17,319 and $23,404, classified as Level l,
were the only assets or liabilities measured at fair value on a recurring basis.

NOTE XI IMPAIRMENT OF ASSETS

During 2017 nanagement determined the Bailey Project was using significant al.ìlounts of cash and

creating negative cash flow. As a result, in June management notified the fìnancial institution they
intended to default on the two mortgages that were secured by the six Bailey Project properties and

would cease making mortgage payments, effective July 1,2017. Subsequent negotiations with the
financial institution resulted in the properties being sold in December for $175,000 and the balances
of the mortgages being forgiven.

At June 30, 2017 the Organization wrote the impaired assets down to their net realizable value of
$3l0,9TSandreclassifiedthemaspropertiesheldforsale. Thisresultedinachargeagainstearnings
of$131,623.
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