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With Independent Auditors’ Report Thereon



CERTIFIED PUBLIC
ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Wellspring Living, Inc.

We have audited the accompanying financial statements of Wellspring Living, Inc. (a nonprofit organization),
which comprise the statements of financial position as of June 30, 2013 and 2012, and the related statements of
activities, functional 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 control 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 audits 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
matcrial misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’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 entity’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
staterments.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion,

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Wellspring Living, Inc. as of June 30, 2013 and 2012, and the changes in its net assets and its cash flows
for the vears then ended in accordance with accounting principles generally accepted in the United States of
America.

Fok g A g

Morrow, Georgia
September 12, 2013

7187 Jonesboro Road, Suite 100A, Morrow, GA 30260 p. 770-961—-4200 f. 770-861-1703
www.fulton—kozak.com



WELLSPRING LIVING, INC.

STATEMENTS OF FINANCIAL POSITION

CURRENT ASSETS
Cash
Inventories
Accounts receivable
Prepaid expenses
TOTAL CURRENT ASSETS

FIXED ASSETS
Land
Building and improvements
Leasehold improvements
Machinery and equipment
Vehicles
Construction in progress
Less: accumulated depreciation
TOTAL FIXED ASSETS

OTHER ASSETS
Other assets

TOTAL ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued salaries and wages
Notes payable — current portion
Line of credit
Deferred rent
Sales tax payable
Accrued interest
Deferred revenue
Other accrued expenses
TOTAL CURRENT LIABILITIES

Notes payable
TOTAL LIABILITIES
NET ASSETS

Unrestricted

Temporarily restricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

JUNE 30, 2013 AND 2012

ASSETS
2013

$ 56,841
24,911
58,6590

9,769
150,211

184,917
1,196,356
168,681
35,045
85,784
509,150

(299.264)
1,880,669

28,247

$_ 2,059,127
LIABILITIES AND NET ASSETS

$ 123,480
74,421
36,538
35,000
11,337

3,553
2,155

286,484
669.396
955,880
1,051,747
51,500

1.103.247

$ 2,059,127

See accompanying notes and accountants’ report

2

2012

5 262961
28,179

4,710

7,793
303,643

184,917
1,196,356
174,063
14,964
48,040

(205.124)
1,413.216

12,722

$_1.729.58]

$ 94,345
57,686
36,769

5,000
26,622
4,082
1,693
7,500
5,032

— e AT

238,729
703.219
941,948
599,666
187,967

787,633

$__1,729,581



WELLSPRING LIVING, INC.
STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

CHANGES IN UNRESTRICTED NET ASSETS
REVENUES, GAINS AND OTHER SUPPORTS
Donations
In-kind donations
Fundraisers

Less direct benefit to donors
Service income
Other income
Investments
Net assets released from restriction
Subtotal revenues, gains and other supports

Thrift store sales
In-kind contributions - thrift stores
Subtotal thrift store revenue

TOTAL REVENUES, GAINS AND OTHER SUPPORTS
EXPENSES
Program activities
Thrift stores
Management and general
Fundraising
TOTAL EXPENSES
NET CHANGE IN UNRESTRICTED NET ASSETS

INCREASE IN TEMPORARILY RESTRICTED NET ASSETS
Restricted contributions
Net assets released from restriction

NET CHANGE IN TEMPORARILY
RESTRICTED NET ASSETS

CHANGE IN NET ASSETS
NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

See accompanying notes and accountants’ report
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2013 2012
1,623,698 1,482,273
312,692 25,608
280,691 163,144
(43,842) (36,634)
46,651 :
47,100 38,253
371 477
1,137.424 103,200
3,404,785 1,776,321
778,342 765,472
388.417 382,737
1.166.759 1,148,209
4,571,544 2,924,530
2,388,118 1,396,477
1,054,448 1,036,755
430,042 224,809
246.855 174.754
4.119.463 _2.832.795
452,081 91,735
1,000,957 178,287
(1.137.424) (103,200)
(136,467) 75,087
315,614 166,822
787,633 620,811
$_1,103,247 $_ 787.633



¥
140d3.4  SIUpIUNO290 pup sajou Surlupdutoddon a8

oreIly % TS89 % SFP TS0l § 7P0°0sF  $ BII'S8EC $ SHSNAIXA TV.LOL
08T - o 01 8Cl vl SOSUSDI[ PUE SOXE],
¥10°C - $99 = 6vE'l sosuadxa 21018 1aYI0
TLY'81 : 1#0°S 1Z1°1 01€T1 sougUSUIBW pue sieday]
100°€C 81 0SL 206°T ¥91°61 uoneuodsue) pue [3ABLY,
¥16°9T - 28 £T¢ L6§°ST sarfddng
00S°LT - LELY 6v€°1T rIv'1 goueInSU[
L8S'1E - 43" 06L°€ SO1°LT Joqe[ JorNUOD
8SLLE 1233 v05‘8 STY'T1 SLP9T sasuadxa 2hJO
LET6E 8877 £90°'61 [$S°11 S£T9 sagreyo yueqy
6T6°TT - - 0061 620°0% 151U
89691 T6L°0F - - 9.5°9 Bursterpun,
666°9L L7 L99°9 T6LT £2€°69 suorjowoid pue UISINIAPY
v8T 101 - - LT 795°66 uoneada(
7e5'€01 - 698°FE 8€9°71 $Z0'9¢S sanImN
816°TH1 - €€6°S1 629°SY 95¢18 sjyouayg
TT99L1 - T6L 1€ 0ETVI 00L°0€1 saxe) [[o1hed
LT9°T81 LST'E oLl 058°S1 085191 93] [RUOISSAJOI]
L8¥°18T - rST'L81 ¥6L°T1 6EF°18 ey
£€6°€SE 621 - Z19°€9 T61°06T QOUEISISSE WU
S1L°69Y - L6ET6E - 1Z€°LL S9[ES JO 150D
£SLPE6T § £E8°L6] $ 0LS‘EPE $ 981°60T $ vo1°'881°T § saBem pue saLre[es
S[e10], Nc_m_m.ﬂvﬁz qd S2I018 —m.ﬂunuw pue SIMJIALOR
YLy, uoweFeuey weiSold

€107 “0€ ANNI QAANT dVHA HHIL 404
SASNHIXH TYNOLLONNA 40 LNHNALVLS
"ONI ‘ONIAI'T ONNIISTTAM



S
140da.4  SpupIUno2op pun sajou Suldubduodop s

S6LctsC $ PSLVLT S SSL9E0T $ 608 VT $ 6t'[ SHSNAdXH TV.LOL
T4l = - 88c %66 $9SUIOI] pUE SIXB],
¥00°T = v00°T - - sasuadxa 2101s 1910
1ZF8 - x 1ZH°8 - sasuadxa 291510
£0¥°01 - . €0V 01 - uoleRodsuBl) pue [SABLY,
620°1T 620°1T * - - SursieIpun g
L€L'€T - 0S8°€1 188 - sofrey yueg
18L°6T - 601°C r6L 8.8°0T sijauog
£€97°1¢ = 86F91 - G9L YT soueUSUIRW puE sueday
l6v'ce 5 sTr'e z16°1 vS1TT soue.msuy
8I6'€E = £68°6 $90°vT - suonowold pue SUISIISAPY
TvT9e - 709 §96°1 SLO°EE yuswdofaAsp pue Sumrelr],
0S1°%¥ = - - 0ST*v¥ SSOUAIEME AJIUNUITIO))
660°SH , YTp's - $L9'6E uoeroasday
£L9°SY - - 18€°01 7STSE Iloqe[ 19BQUOD
TTELS - v19°12 885°VT 0zI'11 sapfddng
910°6S < . 6£L°T1 LLT9Y Jsos2IU]
€GL'SL - $S8°6¢ €OE°TT SESHT SN
1$6°06 EV8OL - g01°%1 - 593] [BUOISSIJOI]
€19°911 - 06987 8T1°L $6L°08 saxe] [[03Aed
6L1°TT1 = - - 6L1°ZZ1 SOUR)SISSE JUDI|)
009°LLT 788°9L LYL881 1L6°T1 - juay
£6£°78¢ - £6£°78¢ - - sa[es JO 1500
0Ts'v8T'l  § - $ 169°61¢  § 08 VL $ LTO'F68  $ safem pue soLees
S[e10L, SUISTRIpUN ] S3107S “Te1duds pue T semanoe
Yy swaFeuey weidoly

T10T “0€ ANIU QHANA IVHA HHL 904
SASNAIXHA TVNCILIONNA 40 INHNALVLS
"ONI ‘DNIAIT DNIUISTTIM



WELLSPRING LIVING, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2013 AND 2012

CASH FLOWS FROM OPERATING ACTIVITIES

Increase in net assets

Adjustments to reconcile change in net assets

to net cash provided by operating activities
Depreciation
Loss on disposal of fixed assets
Non-cash contributions

(Increase) decrease in operating assets
Accounts receivable
Prepaid expenses
Deposits
Other assets

Increase (decrease) in operating liabilities
Accounts payable
Accrued salaries and wages
Deferred rent
Deferred revenue
Other accrued expenses
Sales tax payable

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of fixed assets
Proceeds from fixed asset disposal
NET CASIH USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans
Repayments of loans
NET CASH USED IN FINANCING ACTIVITIES
NET CHANGE IN CASH
CASH AT BEGINNING OF YEAR
CASH AT END OF YEAR
SUPPLEMENTAL DISCLOSURE:

Cash paid for interest
Non-cash receipt of inventory

2013 2012
$ 315614 $ 166,822
101,284 45,098
723 -
(66,932) (344)
(53,980) 13,120
(1,976) 554
(325) (4,554)
(15,200) 3,200
29,135 55,842
16,735 (37,038)
(15,285) 720
(7,500) 7,500
(4,570) 2,703
(529) 410
297.194 254,033
(502,815) (175,849)
3,555 -
(499.260) (175,849)
35,000 50,000
(39.054) (75.805)
(4.054) (25,805)
(206,120) 52,379
262.961 210,582
$__ 56,841 $___ 262961
$___ 40,029 $___ 60,845
$___ 388417 §___382,737

See accompanying notes and accountants’ report
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WELLSPRING LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2013 AND 2012

1. Nature of business

Wellspring Living, Inc. ("Wellspring") was incorporated on March 22, 2001 under the name
of Wellspring of Living Water, Inc. as a not-for-profit corporation in Georgia dedicated to
communicating hope in Jesus Christ, connecting the unchurched with the body of Christ, and
celebrating the unity in Christ with the women of Atlanta.

On May 20, 2005, the Organization amended their Articles of Incorporation to change their
name to Wellspring Living, Inc. The name change was submitted to the Georgia Secretary of
State and was made ofticial as of May 23, 2005.

2. Summary of significant accounting policies

A summary of the significant accounting policies consistently applied in the preparation of
the accompanying financial statements follows.

Basis of accounting
The accompanying financial statements have been prepared on the accrual basis of

accounting in accordance with accounting principles generally accepted in the United States
of America (“GAAP”).

Wellspring Living, Inc. classifies its nct assets and revenues and expenses, gains and losses
based on the existence or absence of donor-imposed restrictions. Accordingly, net assets of
Wellspring and changes therein are classified and reported as follows:

Unrestricted net assets — net assets not subject to donor imposed restrictions

Temporarily restricted net assets — net assets subject to donor-imposed stipulations that may
or will be met cither by actions of Wellspring and/or the passage of time.

Revenues are reported as increases in unrestricted net assets unless the use of the related
assets is limited by donor-imposed restrictions. Expenses are reported as decreases in
unrestricted net assets. Expirations of temporary restrictions on net assets are reported as
reclassifications between the applicable classes of net assets.

Contributions that are restricted by the donor are reported as increases in unrestricted net
assets if the restrictions expire in the fiscal year in which the contributions are reported.

Cash and cash equivalents

For financial statement purposes, highly liquid investments with original maturities of three
months or less when purchased are reported to be cash equivalents. For years ended June 30,
2013 and 2012, Wellspring had no cash equivalents.




WELLSPRING LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED

2. Summary of significant accounting policies — continued

Financial instruments

The financial instruments shown as assets and liabilities on the statements of financial
position are traditional in nature. The carrying value of cash and cash equivalents and all
other financial instruments, including receivables and payables, approximate their fair value.

Inventory
Inventory represents donated items in the form of clothing, household items, furniture, etc.

that are held for resale at Wellspring’s thrift stores.

Property and equipment

Property and equipment are carried at cost or, if donated, at the approximate fair value at the
date of donation. Substantial betterment to property is capitalized and repairs are expensed as
incurred. Property and equipment are depreciated using the straight-line method over their
estimated useful lives. Leaschold improvements are amortized over the shorter of their
estimated useful lives or the applicable lease term. The estimated fair market values of the
various contributions of used funiture and items for the home fall under the capitalization
limit and are therefore not capitalized and not recorded as revenue.

Use of estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Accordingly, actual results could differ materially from those
estimates.

Revenue recognition
Revenues from Wellspring’s thrift stores are generated from the sale of donated items.

Donated items have been reflected as revenue in the accompanying financial statement at
their fair value at date of receipt.

Functional allocation of expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the statement of activities. Accordingly, certain costs have been allocated
between program activities and management and general expenses.

Income taxes

Wellspring is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (the “IRC™) whereby only unrelated business income, as defined by Section
512(a)X1) of the IRC is subject to federal income tax. Generally, the Internal Revenue
Service (the “IRS™) may examine a tax return for three years from the date it is filed. At Junc



30, 2013, tax years 2012, 2011, and 2010 remained open for possible examination by the
IRS.



WELLSPRING LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS — Continued

2. Summary of significant accounting policies — continued

Non-cash contributions

Contributed services are reflected on the financial statements at the fair value of the services
received. The contributions of services are recognized if the services received create or
enhance nonfinancial assets or require specialized skills that are provided by individuals
possessing such skills and would typically be purchased if not provided by the donation.

Contributed services, materials, thrift store inventory and silent auction items are reflected as
contributions on the accompanying financial statements at their estimated fair values at the
date of receipt. In-kind contributions were $701,109 and $408,345 for the years ended June
30,2013 and 2012.

Upscale thrift stores:

Wellspring Living operates four upscale thrift stores in the metro Atlanta area. Wellspring
Living operates the thrift stores as an integral part of the mission of the organization. The
stores are used to provide employment training and employment for its clients and graduates,
to provide clothing and furniture for its clients, as a place to hold therapy and training classes,
as an outreach center for the community and finally as a source of income.

Reclassifications
Certain reclassifications have been made to prior year financial statements to conform to the
current year presentation

. Equipment

At June 30, 2013 and 2012 propetty and equipment, consisted of the following:

2013 2012

Building and improvements $ 1,196,356 $1,196,356
Land 184,917 184,917
Leasehold improvements 168,681 174,063
Machinery and equipment 35,045 14,964
Vehicles 85,784 48,040
Construction in progress 509,150 -
Less: accumulated depreciation (299.264) (205.124)

Net property and equipment $_1.880.669 $1413.216



WELLSPRING LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS — Continued

4. Line of credit

Wellspring Living, Inc. has a line of credit United Community Bank in the amount of
$35,000 with an interest rate of 3.25%. The line is secured by property, accounts receivable,
inventory, and improvements. The line of credit will expire on November 11, 2013. The
outstanding balance on this line of credit as of June 30, 2013 was $35,000.

5. Lease

The Organization leases warehouse and commercial space for the Wellspring stores. These
leases expire in various years through 2016. Minimum future rental payments under non-
cancelable operating leases have remaining terms in excess of one year as of June 30, 2013.
The minimum future rental payments for each of the next five years and in the aggregate are
shown below.

The future minimum lease payments under the terms of the agreement are as follows:

June 30

2014 $ 99,493
2015 45,508
2016 9,520
Total $_154,521

Total rent expense incurred for the twelve months ended June 30, 2013 and 2012 was
$206,886 and $187,338. The Organization had deferred rent on the Duluth and Highland
thrift stores.

10



WELLSPRING LIVING, INC.
NOTES TO THE FINANCIAL STATEMENTS — Continued

6. Long term debt

Following is a detail of notes for buildings and due dates:

Holder and Terms Collateral Total

United Community Bank,

Interest @ 5.50%, 60 months

of $6,135 due 03/10/17 Women’s Home $ 705,934

Obligations under long-term debt for the next five years are as follows:
June 30

2014 $ 36,538
2015 37,747
2016 39,876
2017 591.773

$___705.934
7. Subsequent Events

Subsequent events have been evaluated through September 12, 2013, which is the date the
financial statements were available to be issued.
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