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THOMASON CPA for the Not-For-Profit Sector
FINANCIAL RESOURCES 1009 Harding Trace Court Nashville, TN 37221

phone 615-673-7307 cell 615-479-4770 kim@thomasonfinancial.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
of Friends Life Community

We have audited the accompanying statement of financial position of Friends Life Community as
of December 31, 2019, and the related statement of activities, cash flows and functional expenses
for the year 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 audit. We
conducted our audit 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 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 consolidated financial
statements.

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 Friends Life Community as of December 31, 2019, and the changes in its
net assets and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.



Emphasis of Matter — COVID-19

As more fully described in Note 8 to the accompanying financial statements, Friends Life
Community may be materially impacted by the outbreak of a novel coronavirus (COVID-19),
which was declared a glo andemic by the World Health Organization in March 2020.

\" Y 6 W %_/
July 22, 2020
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FRIENDS LIFE COMMUNITY
STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2019
ASSETS
Current Assets
Cash and cash equivalents $ 776,265
Accounts receivable 9,944
Contributions receivable 23,514
Grants receivable 1,891
Prepaids 7,674
Total current assets 819,288
Property and Equipment (net of
accumulated depreciation of $79,678) 52,685
Other Assets
Deposits 4,000
Total assets 3 875,973
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable $ 3,210
Accrued liabilities 34 452
Total current liabilities 37,662
Net Assets
Board-designated 550,571
Undesignated 235,240
Total net assets without donor restrictions 785,811
With donor restrictions 52,500
Total net assets 838,311
Total liabilities and net assets $ 875,973

The accompanying notes are an integral part of these financial statements
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Public Support and Revenue
Public Support:
Contributions
Grant Revenue
Special event revenue:
Revenue
Less direct costs
Net revenue from special events
Total public support

Revenue:
Tuition
Less: scholarships
Net tuition
Transportation fees
Life skills fees
Performing and visual arts
Other program fees
Merchandise sales
Less: cost of sales
Net merchandise sales
Interest income
Gain (Loss) on disposal of asset
Total revenue
Net assets released from restrictions
Total public support and revenue

Expenses
Program services:
Life skills
Service learning
Arts
Total program services

Supporting services:
Management and general
Fundraising
Total supporting services
Total expenses
Change in net assets
Net assets at beginning of year
Net assets at end of year

FRIENDS LIFE COMMUNITY

STATEMENT OF ACTIVITIES
DECEMBER 31, 2019
Without Donor With Donor
Restrictions Restrictions Total
$ 157,463 $ 45,000 $ 202463
16,366 7,500 23,866
275,538 - 275538
(38,924) - (38,924)
236,614 - 236,614
410,443 52,500 462,943
378,920 - 378,920
(3,890) - (3,890)
375,030 - 375,030
11,037 - 11,037
31,362 - 31,362
15,561 15,561
2,900 - 2,900
22,710 - 22,710
(13,513) - (13,513)
9,197 - 9,197
1,889 - 1,889
(5,555) (5,555)
441 421 - 441 421
4,103 (4,103) -
855,967 48,397 904,364
166,685 - 166,685
111,704 - 111,704
204,069 - 204,069
482 458 482,458
209,236 - 209,236
136,991 - 136,991
346,227 - 346,227
828,685 - 828,685
27,282 48,397 75,679
758,529 4103 762,632
$ 785,811 § 52,500 838,311

The accompanying notes are an integral part of these financial statements
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FRIENDS LIFE COMMUNITY
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019

Program Services Supporting Services _
Total Total
Program Management Supporting Total
Life Skills Service Learning Arts Services and General Fundraising Services Expenses
Salaries $ 107,648 $ 71,765 $ 146,792 $ 326,205 $ 129995 $§ 98,575 § 228,570 $ 554,775
Employee benefits 7,461 4974 10,174 22,609 14,121 9,354 23,475 46,084
Payroll taxes 8,488 5,659 11,575 25,722 9,489 7,520 17,009 42,731
Total compensation 123,597 82,398 168,541 374,536 153,605 115,449 269,054 643,590
Professional fees - 24,743 4,946 29,689 29,689
Direct program services 7,421 747 8,288 16,456 - - B 16,456
Transportation 2,000 5912 - 7,912 - - - 7,812
Telephone and internet 551 551 551 1,653 550 550 1,100 2,753
Technology 2,745 2,745 2,745 8,235 2,746 2,745 5,491 13,726
Office supplies 127 127 128 382 638 255 893 1,275
Development expense - - - - - 9,442 9,442 9,442
Insurance 3,278 4916 3,278 11,472 4917 - 4917 16,389
Professional development - - - - 999 - 999 999
Travel and meetings - - - - 1,875 1,875 3,750 3,750
Facility expense 25114 12,457 18,686 56,257 6,029 - 6,029 62,286
Direct expenses of special events - - - - - 38,924 38,924 38,924
Bank fees - - - - 1,729 1,729 3,458 3,458
Miscellaneous - - - - - - - -
Depreciation 1,852 1,851 1,852 5,555 11,405 - 11,405 16,960
Total expenses 166,685 111,704 204,069 482,458 209,236 175,915 385,151 867,609
Less: expenses netted with
revenue on statement of
activities;
Direct expenses of special events - - - - - (38,924) (38,924) (38,924)
Total expenses by function $ 166,685 $ 111,704 $ 204,069 § 482,458 $ 209236 $ 136991 $ 346,227 $ 828,685
Current year's percentages 20.11% 13.48% 24.63% 58.22% 25.25% 16.53% 41.78% 100.00%

The accompanying notes are an integral part of these financial statements
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FRIENDS LIFE COMMUNITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2019

Cash Flows From Operating Activities:
Change in net assets $ 75679
Adjustments to reconcile change in net assets to
net cash provided by operating activities:

Depreciation 11,405
Loss on disposal of asset 5,555

Changes in operating assets and liabilities:

Accounts receivable (1,489)
Contributions receivable (13,927)
Grants receivable (1,891)
Prepaids 4916
Accounts payable (5,018)
Accrued liabilities 14,153

Net cash provided by operating activities 89,383

Cash Flows From Investing Activities:

Purchases of property and equipment (25,954)
Net cash used in investing activities (25,954)
Net change in cash and cash equivalents 63,429
Cash and cash equivalents at beginning of year 712,836
Cash and cash equivalents at end of year $ 776,265

Supplemental disclosure of non-cash operating activities
In-kind contribution of special event expenses 8 7.420

The accompanying notes are an integral part of these financial statements
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FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Friends Life Community (the *“Organization™), is a nonprofit organization chartered in the
State of Tennessee in 2007, to create the opportunity for teenagers and adults with
disabilities to develop socially, grow personally, and enjoy community as they experience
life together. The Organization earns income from tuition and is supported primarily
through individual contributions and special events.

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles. Net assets and
revenues, expenses, gains, and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly. net assets and changes therein are classified
and reported as follows:

Net assets without donor restrictions — Net assets without donor restrictions are
resources available to support operations. The only limits on the use of these net
assets are the broad limits resulting for the nature of the organization, the
environment in which it operates, the purposes specified in its corporate
documents and its application for tax-exempt status, and any limits resulting from
contractual agreements with creditors and others that are entered into in the course
of its operations.

Net assets with donor restrictions — Net assets with donor restrictions are
resources that are restricted by a donor for use for a particular purpose or in a
particular future period. Some donor-imposed restrictions are temporary in
nature, and the restriction will expire when the resources are used in accordance
with the donor’s instructions or when the stipulated time has passed. Other
donor-imposed restrictions are perpetual in nature; the organization must continue
to use the resources in accordance with the donor’s instructions.

Restrictions that are fulfilled in the same accounting period in which the
contributions are received are reported in the statement of activities as net assets
without donor restrictions. When a restriction expires in a period after the
contributions are received, net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net
assets released from restrictions.



FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Basis of Presentation-continued

The amount for each of these classes of net assets is displayed in the statement of
financial position and the amount of change in each class of net assets is displayed in the
statement of activities.

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows, the Organization considers all cash funds,
cash bank accounts and highly liquid debt instruments, with an original maturity when
purchased of three months or less, to be cash and cash equivalents. At

December 31, 2018, the Organization had no cash equivalents.

Tuition Revenue and Related Receivables

Participant tuition and program fees are recorded as revenues during the year the related
program services are rendered. Financial aid provided by the Organization as well as
sponsorships paid by individual contributions for tuition and educational fees are
reflected as reductions in tuition and program fees.

The Organization periodically evaluates the balances on a student-by-student basis based
on payment history to determine if any balances are uncollectible. When the
Organization determines that a receivable is uncollectible, the balance is removed from
the receivables balance and charged directly against tuition revenue. The Organization
believes that all tuition receivables are fully collectible. Accordingly, no allowance for
doubtful accounts is required as of December 31, 2018.

Property and Equipment

Property and equipment are recorded at cost to the Organization, or if donated, at the
estimated fair market value at the date of donation. All depreciation is computed using
the straight-line method based on the estimated useful life of the asset. Estimated useful
lives are 5-7 years for office furniture, computers, equipment and vehicles and 39 years
for leasehold improvements.

Expenditures for repairs and maintenance are charged to operations when incurred.



FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Contributions Receivable

Contributions receivable are unconditional promises to give that are recognized as
contributions when the promise is received. Contributions receivable that are expected to
be collected in less than one year are reported at net realizable value. All contributions

are expected to be collected in less than one year

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly. actual results could differ from those
estimates.

Contributions

Contributions are recognized when received. All contributions are reported as increases
in net assets without donor restrictions unless use of the contributed assets is specifically
restricted by the donor. Amounts received that are restricted by the donor to use in future
periods or for specific purposes are reported as increases in net assets with donor
restrictions.

In-Kind Contributions

The Organization received contributions in a form other than cash or investments. The
Organization received contributions of special event expenses with an estimated fair
value of $7,420, during the year ended December 31, 2019. Donated special event
expenses are reported as special event revenue and as special event expense in the
statement of activities for year ended December 31, 2019.

Income Taxes

The Organization is a nonprofit organization exempt from income taxes under Section
501 (c¢) (3) of the Internal Revenue Code (IRC). though it would be subject to tax on
income unrelated to its exempt purpose (unless that income is otherwise excluded by the
IRC). Contributions to the organization are tax deductible to donors under Section 170 of
the IRC. The Organization is not classified as a private foundation.



FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Expense Recognition and Allocation

The costs of providing program services and supporting services have been summarized
on a functional basis in the statement of activities and in the statement of functional
expenses. Expenses that can be identified with a specific program or support service are
charged directly to that program or support service. Costs common to multiple functions
have been allocated among the various functions benefited using a reasonable allocation
method that is consistently applied, as follows:

e Salaries and wages, benefits. and payroll taxes are allocated based on activity
reports prepared by key personnel.

e Facility rent, and other expenses that cannot be directly identified are also
allocated on the basis of activity reports prepared by key personnel.

Management and general expenses include those costs that are not directly identifiable
with any specific program. but which provide for the overall support and direction of the
organization.

Fundraising costs are expensed as incurred. even though they may result in contributions
received in future years. The organization generally does not conduct its fundraising
activities in conjunction with its other activities. In the few cases in which it does, such
as when the website is updated with requests for contributions, joint costs have been
allocated between fundraising and management and general expenses in accordance with
standards for accounting for costs of activities that include fundraising.
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FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 2 - LIQUIDITY AND AVAILABILITY OF RESOURCES

The table below represents financial assets available for general expenditures within one
year at December 31, 2019:

Financial assets at year-end:

Cash $776.265
Accounts receivable 0.944
Contributions receivable 23.514
Grants receivable 1.891

Total financial assets $811.614

Less amounts not available to be used
for general expenditures within one year:
Net assets with donor restrictions 52.500

Financial assets available to meet
general expenditures within one year $759.114

The Organization also has a policy to structure its financial assets to be available as its
general expenditures, liabilities, and any other obligations come due.

NOTE 3 - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31, 2019:

Vehicles § 53,219
Office furniture 39,095
Building improvements 15.900
Office equipment 4,186
Computers 8.013
Website 11.950

$ 132,363

Less accumulated depreciation  (_79.678)
$ 52.685
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FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 4 - CONCENTRATION OF RISK

Amounts held in a financial institution occasionally are in excess of the Federal Deposit
Insurance Corporation limit. The organization deposits its cash with a high-quality
financial institution, and management believes the organization is not exposed to
significant credit risk on those amounts

NOTE 5 - BOARD-DESIGNATED NET ASSETS

In 2009, the Organization received $600,000 donation from a local family foundation.
The Board approved for these monies to be placed in a board designated fund and such
funds are currently residing in a money market bank account. Any proposed use of these
funds must be submitted in writing for consideration and approval by the Board.
Remaining unspent funds totals $550,571 as of December 31, 2019.

NOTE 6 - NET ASSETS WITH DONOR RESTRICTIONS

At December 31, 2019, net assets with donor restrictions are available for the following
purposes:

Purchase of vehicle $ 45,000
Performing and visual arts 7.500
Total $ 52.500

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors as follows

Performing and visual arts $ 4.103

NOTE 7 - RETIREMENT PLAN

The Organization sponsors a salary reduction contribution plan covering substantially all
employees. Under the plan, employees contribute a specified percentage of their salary
or a fixed dollar amount to the plan. The Organization makes a matching contribution to
employees’ salary reduction contribution up to a limit of 3% of annual compensation.
Contributions amounted to $8.504 for year ended December 31, 2019.



FRIENDS LIFE COMMUNITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 8 - SUBSEQUENT EVENTS

On January 30, 2020, the World Health Organization (“WHO) announced a global health
emergency because of a new strain of coronavirus originating in Wuhan, China (the
“COVID-19 outbreak™) and the risks to the international community as the virus spreads
globally beyond its point of origin. In March 2020, the WHO classified the COVID-19
outbreak as a pandemic. based on the rapid increase in exposure globally.

The full impact of the COVID-19 outbreak continues to evolve as of the date of this
report. As such, it is uncertain as to the full magnitude that the pandemic will have on the
Organization’s financial condition, liquidity, and future results of operations.
Management is actively monitoring the global situation on its financial condition,
liquidity, operations, suppliers. industry, and workforce. Given the daily evolution of the
COVID-19 outbreak and the global responses to curb its spread, the Organization cannot
estimate the length or gravity of the impact of the COVID-19 outbreak at this time. If the
pandemic continues, it may have an adverse effect on the Organization’s results of future
operations, financial position, and liquidity in fiscal year 2020.

The Organization evaluated subsequent events through July 22, 2020, the issuance of the
Organization’s financial statements.
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