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Edmondson, Betzler & Dame
Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Dismas, Inc.

We have audited the accompanying financial statements of Dismas, Inc., which comprise the
statements of financial position as of June 30, 2020 and 2019, 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 of 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 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 statements.

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

o
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Dismas, Inc., as of June 30, 2020 and 2019, and the changes in its net

assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

s, Gt & foome, P00

September 9, 2020



DISMAS, INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2020 AND 2019

ASSETS

CURRENT ASSETS

Cash

Restricted cash

Total cash and cash equivalents

Pledges receivable, net allowance of $ 4,271 in 2020
and 2019

Prepaid expenses
Total current assets

PROPERTY AND EQUIPMENT, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Current portion of long-term debt
Line of credit

Total current liabilities
Long-term debt
Total liabilities
NET ASSETS
Without donor restrictions
With donor restrictions

Total net assets

TOTAL LIABILITIES AND NET ASSETS

2020 2019
$ 394,856 $ 596,301
- 200,000
394,856 796,301
28,649 38,721
734 15,500
424,239 850,522
10,561,961 4,098,905
$ 10,986,200 $ 4,949,427
$ 59,280 $ 271,349
78,208 40,046
132,972 2,454
- 145,500
270,460 459,349
5,160,403 1,103,631
5,430,863 1,562,980
5,555,337 3,186,447
- 200,000
5,555,337 3,386,447
$ 10,986,200 $ 4,949 427

The accompanying notes are an integral part of these financial statements.

-3-



"SjUBWIAIE]S [BloURUL 9S8y} Jo Led [eibajul ue ale sajou BulAuedwoooe sy |

Iql

Lyp'98g'e § 00000z $  Zt¥98L'c$ /££'666'6 - ¢ 1££665'6 ¢
0S¥'SPs'e 12v'eve £Z0°€0E'Z Lyr'oge's 000002 LyP'98L°E
166'0%8 (Lzv'Ty) AL 0688912 (000°002) 068'89€°'Z
£16'G18 " €16'GL8 L96°9LE"L - 196'9LE°L
2£8'9G1 - Z£8'951 G88'/8L - G88'/8l
£65°08 . £G5'98 118'50¢ . 118'50E
825°2.S . 825'2.S GozZ'cz8 - g9z'cz8
01L6°9G9°} (1Z¥'ey) /€€'669°L 1688y’ (000°002) 168689
= (1Z¥'2¥2) 12¥'Zve - (000°002) 000002
LIy - Ly V1T & v12
z.6'8Y - 2168y zZ06°ZlL - Z06'ZL
- - - 00222 - 002'22
00S‘€0L - 00S'€0L LR A - ¥6£'GZ1
#£9'992 - ¥£9'99¢ 89Z'661 - 892'661
£6S°/E2°L $ 000002 $  €6£°Z£0°L § £18'sZLe $ 5 $ £18'gzL'e $
|e1o | SUol1oUISaY suolouIsay [e1o ] suonolISey SuolouISay
Jouo(g louo(q louoQ louoQ
YUM INOYNAA UUAA INOYIAA
6L0¢C 0202

6102 ANV 0202 ‘0¢ INNr A3AN3 SHUVIA
S3ALLIALLDV 40 SININ3LVIS
"ONI ‘SYISIa

H¥V3IA IHL 40 AN3 'SL3ISSY L3N

HVIA FHL 40 ONINNIDIE ‘SLISSY L3N

S]9sSk 18U Ul (asealoap) asealou|
sasuadxa |e1o|

Buisieipun4

[esauab pue juswabeuepy

saolnles weiboid
:sasuadxg

poddns 18310 pue sanuansal 10|

SUONDIJ1SB) WOJ) pases|al S1asse 18N
BWOooUI SNoBUE||8asI
so9] salnes welboid
anuanal puiy-uj
sjuelb sielg
sjuane Buisieipung
sjuelf pue suonngUIUOD
‘Hoddns layjo pue sanuanay



Iml

‘sjuswajels |elpueul asay) jo ped |eibajul ue ale ssjou BulAuedwoooe ay |

€16'618$ 2€8°96L § €£6598 $§ 82¢S'TLGS L96'9LE’ L $ 688°/28L §  LL8'G0E $ S9zeze $
000°9} - 000'% 000°CL - - - -
616 19¢ c6 09% Lve'L 96+ el 129
8¥0'G - 8%0°S - v.6'€ - ¥.6'¢ -
000°S - 000°S - oLL9 - 0LL'9 -
€26'9 - <69 LEZ'9 LL0°L) - 80L'L 696'6
67S'2 - SGL ¥6.'9 06€°LL - 6EL'L 1SZ'0L
962’8 gelL'e £el'e 0€8 029z} 6.9°G 6.9'G 292’
¥82'6 = B ¥82'6 GL¥'GL Zrs'L rs'l Lee'zl
6EL'VE viv'e 1454 LLe'Le 956°8l Pr8' vl 968"l 968°})
L02's 5 oog’l L0B'E 0zeece 2 08S'S ovL'9L
£€2V'9 = 96Y'Y 126) 885t = TAYAVAN 9/¢',
912’02 1202 2L0'C €4G'9L 0v0'te vov'e ov'e [ANXAPK
66%'01 2 0S0°L BYY'6 686'7¢ & 667'€ 06%'LE
15698 156'98 = = 01805 01805 = -
9gL'GlL = 00€°S 9€8'6 Zoy'8s = Li'02 196°/€
9LL've 9LL'v2 " = G¥5'8S GPS'8S = =
il - LEL LETL £78'G9 - ¥85'9 652'65
v.2've - - v.L2've ov.'08 - - 0%L'08
066'l » 661 16L'L v0v'66 - vOv'66 -
€€0'G. 122'S 122'S B.5'%9 926°'L0}) ¥00'v L1119 50Z'9e
00G'.EL = 0sl'el 0S.'eZl 0LL2LL - LI £6%°'101
9/8'coe $ l82'0c $  88Z0¢ $ Loeere s Log'sey ¢ Los'er $ Los'sy ¢ 6.¥'88¢ $
lelo1 Buisielpuny  [elaus9) pue FERINER 210 buisielpuny  |Blauas pue EERINE
wawabeuey welbo.d uswabeuely weibold
6L02 0202

610Z ANV 0202 ‘0€ NN A3AN3 SUVIA

SISNIdXT TVNOILONNA 40 SINFWILYLS
"ONI ‘SYIISIA

S99} puUe sasuadl| ‘saxe|
abeysod

$89) Yueq pue Buissasoid pieo Ipal)
shoaue||a9sI\

[anel]

9|geo pue suoyds|a |
suonduosgns pue sang
souBUBUIE

sBuneap

Buiutely yeys

asuadxa 2010

saxe) ||oihed

sagimN

s1s02 Buisieipung
aouelnsu|

Buisiieapy
uoneloaidaq

yoddns |enuapisay
asuadxa }salay|

S99} [BUOISSBL0.d

jusy

s}ijauaqg pue salejeg



DISMAS, INC.
STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2020 AND 2019

CASH FLOWS FROM OPERATING ACTIVITIES:
Increase in net assets

Adjustments to reconcile increase in net assets to net cash

provided by operating activities:
Depreciation
Donated revenue
(Increase) decrease in pledges receivable, net
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment

NET CASH USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from long-term debt
Proceeds from (payments on) line of credit, net
NET CASH PROVIDED BY FINANCING ACTIVITIES

NET DECREASE IN CASH

CASH, BEGINNING OF THE YEAR

CASH, END OF THE YEAR

SUPPLEMENTAL DISCLOSURES

CASH PAID DURING THE YEAR FOR INTEREST

The accompanying notes are an integral part of these financial statements.

-6-

2020 2019
$ 2,168,890 $ 840,997
65,843 1,374
(22,200) s
10,072 (4,489)
14,766 (2,556)
(212,069) 269,849
38,162 (100,456)
2,063,464 1,004,719
(6,506,699) (2,295,318)
(6,506,699) (2,295,318)
4,187,290 1,106,085
(145,500) 145,500
4,041,790 1,251,585
(401,445) (39,014)
796,301 835,315
$ 394,856 $ 796,301
$ 81,712 $ 19,372




NOTE 1 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of the Organization’s significant accounting policies is presented to
assist in understanding the financial statements. The financial statements and
notes are a representation of the Organization’s management, who is
responsible for their integrity and objectivity. These accounting policies conform
to generally accepted accounting principles and have been consistently applied
in the preparation of the financial statements.

Nature of Activities

Dismas, Inc. (the “Organization”) is a re-entry facilty that offers a
transformational and supportive community for men newly released from prison
who face challenges and obstacles as they transition back into society. The
Organization’s programming is based on four pillars: Basic Needs which covers
food, shelter, clothing and transportation; Health and Well-being which cover
physical, dental and eye exams, mental health counseling and additional support
services, along with wellness classes to improve physical and mental well-being;
Life Skills which case managers work with residents on short and long term
goals, transition plans and assist with skill development; and Legal Support
which residents meet with the Legal Aid Society to address expungements, child
support, child custody, and other legal matters and an attorney who specializes
in driver’s license restoration.

Basis of Accounting

The financial statements have been prepared in conformity with accounting
principles generally accepted in the United States of America using the accrual
method of accounting.

Basis of Presentation

The Organization reports information regarding its financial position and activities
according to two classes of net assets: net assets with donor restrictions and net
assets without donor restrictions.

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 certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Organization considers all
highly liquid debt instruments purchased with a maturity of three months or less
to be cash equivalents. Cash and cash equivalents during the year may exceed
Federal Deposit Insurance Corporation (“FDIC”) limits.

B



NOTE 1 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Receivables

Pledges receivable are stated at the amount the Organization expects to collect
from outstanding balances. The Organization provides for estimated
uncollectible receivables through bad debt expense and a credit to an allowance
based on its assessment of the current status of individual accounts and
historical write-off experience. Balances that are still outstanding after the
Organization has used reasonable collection efforts are written off through a
charge to the valuation allowance and a credit to pledges receivable.

Property and Equipment

Property and equipment are reported at cost and include improvements that
significantly add to utility or extend useful lives and exceed $1,000. Costs of
maintenance and repairs are charged to expense as incurred. Assets are
depreciated using a straight-line basis to allocate cost over their estimated useful
lives of 5-7 years for vehicles, furniture and equipment and over 15 - 40 years for
buildings and improvements. When depreciable assets are disposed of, the cost
and related accumulated depreciation are removed from the accounts, and any
gain (except on trade-in) or loss is included in income for the period. A gain on
trade-in is applied to reduce the cost of the new acquisition.

Long-Lived Assets

The Organization periodically reviews the values assigned to long-lived assets to
determine if any impairments are other than temporary. Management believes
that the long-lived assets in the statements of financial position are appropriately
valued.

Contributions

All contributions are considered to be without donor restriction unless specifically
stated by the donor. Amounts received that are designated for future periods or
restricted by the donor for specific purposes are reported as net assets with
donor restrictions. However, if a restriction is fulfilled in the same time period the
contribution is received, the Organization reports the support as net assets
without donor restriction.

Grants

Grant revenues are recognized when earned. Grants receivable represent the
difference between amounts earned and amounts received.



NOTE 1 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Donated Material and Services

Contributions of donated material that are useable for program services,
fundraising, and support of management and general functions are recorded at
their estimated fair values in the period received. Contributions of donated
services requiring specialized skills and which would typically need to be
purchased if not donated, are recorded at their estimated fair values in the period
received.

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 for a specific purpose. As of June 30, 2020, the
Organization has no donated property or equipment which is restricted.

Income Taxes

The Organization is exempt from income taxes under Section 501(c)(3) of the
Internal Revenue Code and files an IRS Form 990. Accordingly, no provision for
income taxes is included in the accompanying financial statements.

The Organization has adopted ASC Topic 740-10, Accounting for Uncertainty in
Income Taxes, which prescribes a recognition threshold and measurement
attribute for financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return, including the position that the
Organization continues to qualify to be treated as a tax-exempt entity for both
federal and state income tax purposes. For those benefits to be recognized, a tax
position must be more-likely-than-not to be sustained upon examination by
taxing authorities. For the year ended June 30, 2020, the Organization has no
material uncertain tax positions to be accounted for in the financial statements
under these rules. The Organization has exempt organization tax filings open to
Internal Revenue Service audit, generally, for three years after they are filed.

Advertising Costs

The Organization expenses all advertising costs as incurred. Total advertising
expense amounted to $58,545 and $24,776 in 2020 and 2019, respectively.



NOTE 1 -

NOTE 2 -

NOTE 3 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Functional Allocation

The financial statements report certain categories of expenses that are
attributable to more than one program or supporting function. Therefore, these
expenses require allocation on a reasonable basis that is consistently applied.
Expenses that are allocated include salaries and benefits, payroll taxes,
meetings and professional fees, which are allocated on the basis of estimates of
time and effort, and rent, maintenance, depreciation, insurance and utilities are
allocated on the basis of estimated square footage utilized by each program
service and by supporting services. All other expenses are directly assigned to
their related program.

Events Occurring After Reporting Date

The Organization evaluated events and transactions that occurred after June 30,
2020, through the date of the issued financial statements. During the period there
were no material recognizable subsequent events that required recognition in the
disclosures to the June 30, 2020 financial statements.

CONCENTRATION OF CREDIT RISK AND REVENUE SOURCES

The Organization maintains cash balances in banks insured by the Federal
Deposit Insurance Corporation up to $250,000. In the normal course of
business, the Organization may have deposits that exceed the insured balance.
At June 30, 2020, the Organization had $158,018 that was uninsured by the
Federal Deposit Insurance Corporation.

Contributions from one organization comprised approximately 75% of total

revenue for the year ended June 30, 2020. Contributions from two organizations
comprised approximately 50% of total revenue for the year ended June 30, 2019.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at June 30:

2020 2019

Land $ 1,257,862 $ 1,257,862
Buildings : 8,720,402 -
Furniture and equipment 650,147 33,160
Vehicles 32,562 -
Construction in process - 2,841,043

10,660,963 4,132,065
Less accumulated depreciation (99,002) (33,160)
Net property and equipment $ 10,561,961 $4,098,905

-10-



NOTE 3 -

NOTE 4 -

NOTE 5 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

PROPERTY AND EQUIPMENT (CONTINUED)

Depreciation expense was $65,843 and $1,374 for the years ended June 30,
2020 and 2019, respectively.

LINE OF CREDIT

The Organization had a $200,000 line of credit secured by the reserve cash
account of the Organization that has a variable interest rate that equals the prime
rate plus .50%. The line of credit was closed as of May 27, 2020. The
outstanding balance was $145,500 at June 30, 2019.

LONG-TERM DEBT

The Organization opened a construction loan in November 2018 for $5,000,000
to help finance construction of a new facility. The construction loan is
collateralized by the Organization’s land and facilities. The loan accrues interest
at a fixed rate of 5.79%. The Organization will make interest only payments until
October 2020. Beginning in October 2020, the Organization will make principal
and interest payments in monthly instaliments of $35,218 through April 2023 with
a final balloon payment due in May 2023. The Organization reached a standstill
agreement with the bank due to the stress on the economy due to COVID-19
pandemic. The bank deferred interest for a standstill period of March 27, 2020 to
May 27, 2020 with the balance accrued due on the loan at maturity. The
outstanding balance was $5,072,575 and $1,106,085 at June 30, 2020 and 2019,
respectively.

The Organization opened a loan with the Small Business Administration for
$150,000 to help finance construction of a new facility. The loan is collateralized
by all assets of the Organization. The loan accrues interest at a fixed rate of
2.75%. The Organization will begin making principal and interest payments in
monthly installments of $641 in June 2021 with the final payment due in May
2050. The outstanding balance was $149,900 at June 30, 2020.

The Organization has an unsecured note payable with First Horizon bank dated
April 22, 2020 due in monthly installments of $3,990, including interest at a fixed
rate of 1.00%. Payments are scheduled to begin on November 22, 2020. The
note is due in full on April 22, 2022. The balance of the note payable at June 30,
2020 was $70,900.

==



NOTE 5 -

NOTE 6 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

LONG-TERM DEBT (CONTINUED)

The loan from First Horizon Bank was received under the Paycheck Protection
Program (“PPP"). The PPP, established as part of the Coronavirus Aid, Relief
and Economic Security Act (“CARES Act’), provides for loans to qualifying
businesses for amounts up to 2.5 times of the average monthly payroll expenses
of the qualifying business. The loans and accrued interest are forgivable after
twenty-four weeks as long as the borrower uses the loan proceeds for eligible
purposes, including payroll, benefits, rent and utilities, and maintains its payroll
levels.

The unforgiven portion of the PPP loan is payable over two years at an interest
rate of 1%, with a deferral of payments for the first six months. The Organization
intends to use the proceeds for purposes consistent with the PPP. While the
Department currently believes that its use of the loan proceeds will meet the
conditions for forgiveness of the loan, we cannot assure you that we will not take
actions that could cause the Department to be ineligible for forgiveness of the
loan, in whole or in part.

Maturities of long-term debt is as follows:

Year Ending
June 30 Amount

2021 $ 132,972
2022 182,482
2023 4 831,619
2024 3,715
2025 3,819

Thereafter 138,768
Total $ 5,293,375

BOARD DESIGNATED FUNDS

The Organization’s governing board has designated from net assets without
donor restrictions funds for the following purposes as of June 30, 2020 and 2019.

2020 2019
Quasi-endowment $ 4827 $ 200,951

-12-



NOTE 7 -

NOTE 8 -

NOTE 9 -

DISMAS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED JUNE 30, 2020 AND 2019

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions as of June 30 were restricted for the following
purposes:

2020 2019
Contributions to be used for capacity costs
of programs at new facility 3 - $ 200,000

LIQUIDITY AND AVAILABILITY OF RESOURCES

The Organization has $423,505 of financial assets available within one year of
the statement financial position date consisting of cash of $394,856, and net
pledges receivable of $28,649. The Organization has a goal to maintain financial
assets, which consist of cash on hand, to meet 60 days of normal operating
expense, which are, on average, approximately $175,000. The Organization has
a policy to structure its financial assets to be available as its general
expenditures, liabilities and other obligations come due.

COMMITMENTS AND CONTINGENCIES

Contingencies

The Organization receives a substantial amount of its support and revenues from
government agencies. A significant reduction in the level of this support, if this
were to occur, may have an effect on the Organization’s programs and activities.
In addition, the funding received by the Organization from governmental
agencies is subject to audit and retroactive adjustment.
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