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BLANKENSHIP

Independent Auditor’s Report

Board of Directors
The Heritage Foundation of Franklin & Williamson County, Tennessee

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of The Heritage Foundation of Franklin & Williamson
County, Tennessee (a Tennessee not-for-profit organization) and its subsidiary (the Foundation), which comprise the
consolidated statement of financial position as of December 31, 2018, the related consolidated statements of activities,
functional expenses, and cash flows for the year then ended, and the related notes to the consolidated financial statements
(collectively, 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 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 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the
Foundation as of December 31, 2018, and the changes in its net assets and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the Foundation adopted the provisions of Financial Accounting Standards Board Accounting Standards
Update No. 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of Financial Statements for Not-for-Profit Entities. Our
opinion is not modified with respect to this matter.

Blankenship CPA Grotip,
Brentwood, Tennessee
November 12, 2019

Brentwood- Dickson- Goodlettsville- Mt. Juliet | TN www.bcpas.com
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Consolidated Statement of Financial Position
December 31, 2018

Assets

Cash S 913,900
Investments 784,100
Promises to give, net 5,215,464
Accounts receivable 20,490
Other assets 11,960
Deposits 64,283
Historic collection 4,675
Land, buildings, and equipment, net 9,055,629
Total assets S 16,070,501
Liabilities

Accounts payable and accrued expenses S 165,324
Gift cards 83,910
Deferred revenue 323,248
Notes payable 844,985
Total liabilities 1,417,467
Net assets

Without donor restrictions 9,437,570
With donor restrictions 5,215,464
Total net assets 14,653,034
Total liabilities and net assets S 16,070,501

See notes to consolidated financial statements.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Consolidated Statement of Activities
For the year ended December 31, 2018

Changes in net assets without donor restrictions
Revenues, gains, and other support

Program service fees S 2,994,537

Membership dues and annual fund 133,163

Contributions 1,342,833

Grants 4,125

Investment loss (37,252)

Special events S 557,358

Less: Costs of direct benefits to donors (49,910)

Net revenues from special events 507,448

Net assets released from restriction 71,000
Total revenues, gains, and other support 5,015,854
Expenses

Program services 3,568,306

Management and general 317,649

Fundraising 448,230
Total expenses 4,334,185
Changein unrestricted net assets 681,669

Changes in net assets with donor restrictions

Contributions 4,815,927
Net assets released from restriction (71,000)
Changein restricted net assets 4,744,927
Total change 5,426,596
Net assets at beginning of year 9,226,438
Net assets at end of year S 14,653,034

See notes to consolidated financial statements.
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The Heritage Foundation of Franklin & Williamson County, Tennessee

Consolidated Statement of Functional Expenses
For the year ended December 31, 2018

Program Management
services and general Fundraising Total

Salaries and wages S 829,320 S 81,829 S 141,128 S 1,052,277
Payroll taxes 70,029 7,770 - 77,799
Advertising and promotion 114,041 3,114 4,349 121,504
Event expense 359,647 451 102,188 462,286
Rent 149,249 2,417 108,823 260,489
Merchant fees 69,316 5,098 3,100 77,514
Contract services 291,005 36,066 32,790 359,861
Depreciation 523,204 590 - 523,794
Dues and subscriptions 5,701 11,016 - 16,717
Gifts and awards - 3,479 - 3,479
Insurance 58,235 40,015 500 98,750
Office supplies 12,508 21,128 - 33,636
Professional fees 76,285 24,977 - 101,262
Entertainment, performers 636,793 - 12,800 649,593
Meetings and conferences 8,593 8,706 - 17,299
Photography 1,525 150 3,303 4,978
Printing and publications 31,809 5,450 20,481 57,740
Postage 4,384 1,427 3,890 9,701
Repairs and maintenance 66,440 15,212 - 81,652
Taxes, licenses, and fees 62,556 - - 62,556
Utilities and telephone 68,028 15,911 - 83,939
Miscellaneous 25,356 7,279 - 32,635
Decorations - - 14,878 14,878
Foods and food preparation 62,715 - - 62,715
Interest 41,567 25,564 - 67,131

S 3,568,306 S 317,649 S 448,230 S 4,334,185

See notes to consolidated financial statements.
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The Heritage Foundation of Franklin & Williamson County, Tennessee

Consolidated Statement of Cash Flows
For the year ended December 31, 2018

Cash flows from operating activities
Increasein netassets

Adjustments to reconcile increasein net assets to net

cash provided by operating activities:

Depreciation
Interest and dividends reinvested
Unrealized loss on investments, net
Changes in:

Promises to give, net

Accounts receivable

Other assets

Accounts payable and accrued expenses

Gift cards
Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities
Purchases of investments
Purchase of buildings and equipment

Net cash used by investing activites

Cash flows from financing activities
Payments on notes payable

Net cash used by financing activities

Net increasein cash
Cash at beginning of year

Cash atend of year

Supplemental disclosures of cash flow information

Cash payments for interest

See notes to consolidated financial statements.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 1: Summary of Significant Accounting Policies

Nature of Activities

The Heritage Foundation of Franklin & Williamson County, Tennessee was incorporated in 1970 under the laws of the State
of Tennessee. Its purpose is to protect and preserve the architectural, geographic, and cultural heritage of Franklin and
Williamson County, Tennessee, as well as the revitalization and maintenance of the Historic Downtown District of Franklin,
Tennessee.

Basis of Presentation
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.

Net assets and revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets of the Foundation and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions

Net assets that are not subject to donor-imposed restrictions and may be expended for any purpose in performing the primary
objectives of the Foundation. These net assets may be used at the discretion of the Foundation’s management and the Board
of Directors.

Net Assets With Donor Restrictions

Net assets subject to stipulations imposed by donors. Some donor restrictions are temporary in nature; those restrictions will
be met by actions of the Foundation or by the passage of time. Other donor restrictions are perpetual in nature, whereby the
donor has stipulated the funds be maintained in perpetuity.

Principles of Consolidation

The accompanying financial statements include the accounts of The Heritage Foundation of Franklin & Williamson County,
Tennessee and its wholly-owned subsidiary (the Foundation), after elimination of all material intercompany accounts,
transactions, and profits.

Investments

Investments in equity securities with readily determinable fair values are recorded at fair value. Certificates of deposit are
recorded at cost and amount to $215,000 at year-end. Investment income shown in the statement of activities includes
interest, dividends, and realized and unrealized gains and losses, net of investment expenses.

Investment income is reported in the period earned as an increase in net assets without donor restrictions unless the use of
the assets received is limited by donor-imposed restrictions. Investment income that is restricted by the donor is reported as
an increase in unrestricted net assets if the restrictions are met or expire in the period in which the income is recognized.

Accounts Receivable

Accounts receivable are stated at unpaid balances. Uncollectible accounts have been written off directly as bad debt expense
and the Foundation expects to fully collect accounts receivable; therefore no allowance for uncollectible accounts has been
recorded in the financial statements.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 1: Summary of Significant Accounting Policies (Continued)

Other Assets
Other assets consist of inventories and prepaid expenses. Inventories are stated at the lower of cost or net realizable value
based on the first in, first out basis and consist of books and concessions.

Land, Buildings, and Equipment

Land, buildings, and equipment are recorded at cost or, if donated, at the estimated fair market value at the date of donation.
The Foundation generally capitalizes and reports land, buildings, and equipment acquisitions in excess of $500. Expenditures
for repairs and maintenance are charged to expense as incurred, and additions and improvements that significantly extend
the useful lives of assets are capitalized at cost. Depreciation is computed using the straight line method over the estimated
useful lives of the assets ranging from 3 to 39 years.

Long-Lived Assets
Long-lived assets to be held and used are reviewed for impairment whenever events or changes in circumstances indicate
that the related carrying amount may not be recoverable. At December 31, 2018, no assets were considered to be impaired.

Fair Values of Financial Instruments

The carrying values of current assets and current liabilities approximate fair values due to the short maturities of these
instruments. The fair value of the notes payable approximates the carrying amount and is estimated based on current rates
offered to the Foundation and anticipated timing of payments.

Contributions

Contributions received are recorded as net assets without donor restrictions or net assets with donor restrictions, depending
on the existence and/or nature of any donor-imposed restrictions. Contributions that are restricted by the donor are reported
as an increase in net assets without donor restrictions if the restriction expires in the reporting period in which the
contribution is recognized. All other donor restricted contributions are reported as an increase in net assets with donor
restrictions, depending on the nature of the restriction. When a restriction expires (that is, when a stipulated time restriction
ends or purpose restriction is accomplished), net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported on the statement of activities as net assets released from restrictions.

The Foundation held a fundraising campaign for funds to renovate the Franklin Theatre. Promises to give are restricted to the
rehabilitation project. The promises to give as of December 31, 2018 are unconditional and due over the following several
years. These promises to give have been discounted to present value.

The Foundation held a fundraising campaign for funds to renovate the Old, Old Jail property (the Big House). The property
was renovated for use as the administrative offices of the Foundation. These promises to give as of December 31, 2018 are
unconditional and due within the next year. Accordingly, no discount has been recorded on these promises.

The Foundation held a fundraising campaign for funds to purchase and renovate the O’More property as described in Note

9. Promises to give are restricted to this project. The promises to give as of December 31, 2018 are unconditional and due
over the next five years. These promises to give have been discounted to present value.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 1: Summary of Significant Accounting Policies (Continued)

Donated Supplies and Services

Donated supplies are recorded based on their estimated fair value at the date of donation. Donated services are recognized
as support if they create or enhance nonfinancial assets or the donated service requires specialized skills, was performed by
a donor who possesses such skills, and would have been purchased by the Foundation if not donated. Such services are
recognized at estimated fair value as support and expense in the period the services were performed. There were no donated
services for the year ended December 31, 2018. A number of unpaid volunteers have made significant contributions of their
time to assist the Foundation in achieving its stated goals. The value of contributed time is not reflected in these financial
statements since it is not susceptible to objective measurement or valuation.

Functional Allocation of Expenses

The costs of providing program services and supporting services have been summarized on a functional basis in the statement
of activities. Accordingly, certain costs have been allocated among the programs and supporting services benefited. Such
allocations are determined by management on an equitable basis.

Advertising
The foundation uses advertising to promote its programs. Advertising costs are expensed as incurred. For the year ended
December 31, 2018, advertising and promotion expense was $121,504.

Income Taxes

The Foundation is a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code and classified by the
Internal Revenue Service (IRS) as other than a private foundation (its wholly-owned subsidiary is disregarded for tax
purposes). Accordingly, no provision for income tax has been made. Accounting principles generally accepted in the United
States of America require the Foundation’s management to evaluate tax positions taken by the Foundation and recognize a
tax liability (or asset) if the Foundation has taken an uncertain position that more likely than not would not be sustained upon
examinations by the IRS. Management has analyzed the tax positions taken by the Foundation and has concluded that as of
December 31, 2018, no uncertain positions are taken or expected to be taken that would require recognition of a liability (or
asset) or disclosure in the financial statements. The Foundation could be subject to routine audits by taxing jurisdictions,
however, there are currently no audits for any tax periods in progress. The Foundation is no longer subject to routine audits
by taxing jurisdictions for any tax periods before 2015.

Estimates

The preparation of the Foundation’s financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

New Accounting Pronouncement

On August 18, 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No. 2016-
14, Not-for-Profit Entities (Topic 958) — Presentation of Financial Statements of Not-for-Profit Entities. The update addresses
the complexity and understandability of net asset classification, deficiencies in information about liquidity and availability of
resources, the requirement of reporting expenses by both their natural and functional classification, and the lack of
consistency in the type of information provided about expenses and investment return. The Foundation has adjusted the
presentation of these statements accordingly.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 2: Availability and Liquidity

The following represents the Foundation’s financial assets at December 31, 2018:

Financial assets at year end:

Cash S 913,900
Investments 784,100
Promises to give, net 5,215,464
Accounts receivable 20,490

Total financial assets 6,933,954

Less amounts not available to be used within one year:

Promises to give due in two to five years, net of discount (4,496,216)
Board designated endowment (569,100)
Financial assets available to meet general expenditures over the next twelve months S 1,868,638

As part of its liquidity plan, the Foundation has a policy to structure its financial assets in order to have the funds available to
meet its general expenditures, liabilities, and other obligations as they come due.

Note 3: Concentrations

The Foundation maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits. Accounts
are guaranteed by the Federal Deposit Insurance Corporation (FDIC) up to certain limits. At December 31, 2018, the
Foundation had approximately $470,000 in excess of FDIC-insured limits. The Foundation has not experienced any losses in
such accounts.

Promises to give and contributions include amounts that total 92% and 49%, respectively, made by one donor.

Note 4: Endowment Investments

The Board of Directors has designated the investment account as a general endowment fund to support the mission of the
Foundation. Since that amount resulted from an internal designation and is not donor-restricted, it is classified and reported
as a portion of the Foundation’s net assets without donor restrictions.

Investments are stated at fair market value. At December 31, 2018, investments were comprised of the following:

Fair Market
Cost Value
Cash S 55,288 S 55,288
Equities - exchange traded funds 126,661 125,520
Mutual funds 321,463 388,292

S 503,412 S 569,100
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 4: Endowment Investments (Continued)

For the year ended December 31, 2018, the Foundation had the following changes in endowment net assets:

Beginning of year S 606,796

Investment return
Net investment income 34,871
Net depreciation (72,567)
S 569,100

The Fair Value Measurements and Disclosure topic of the FASB Accounting Standards Codification (ASC) establishes a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. This hierarchy consists of three
broad levels:

Level 1
Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets in active markets.

Level 2

Inputs to the valuation methodology include quoted prices for similar assets in active markets, and inputs that are observable
for the asset, either directly or indirectly, for substantially the full term of the asset.

Level 3
Inputs to the valuation methodology are unobservable and significant to the fair value measurement.

The following table presents the assets carried at fair value at December 31, 2018:

Level 1 Level 2 Level 3 Total
Equities - exchange traded funds S 125,520 S - S - S 125,520
Mutual funds 388,292 - - 388,292
S 513,812 S - S - S 513,812

Note 5: Promises to Give

A summary of promises to give as of December 31, 2018, is as follows:

Due within one year S 1,151,680
Duein two to five years 4,280,000

5,431,680
Discount to present value (216,216)

S 5,215,464

The discount rate used to determine present value is 4.00%.
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 6: Land, Buildings, and Equipment

Land, buildings, and equipment at December 31, 2018, consist of the following:

Land S 875,000
Building 3,598,065
Theater 5,257,079
Theater equipment 1,930,523
Furniture and fixtures 90,930
Machines and equipment 79,179
Software 23,840

11,854,616
Less accumulated depreciation (2,798,987)

$ 9,055,629

Note 7: Long Term Debt

A summary of long term debt at December 31, 2018, is as follows:

Non-revolving line of credit note with interest only payments due monthly
and $92,500 due each March 31 through 2020. Interest is calculated ata
variable rate of interest equal to the "prime rate" as published in the Wall

Street Journal, but not less than 3.25% (5.50% at December 31, 2018). S 184,985

Note payable due in monthly payments including principal and interest at

4.647% per annum through maturity of December 2027. 660,000
S 844,985

Future maturities on the debt are as follows:

Year ending December 31:

2019 S 149,975
2020 152,153
2021 61,945
2022 64,308
2023 64,308
Thereafter 352,296

S 844,985
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The Heritage Foundation of Franklin & Williamson County, Tennessee
Notes to Consolidated Financial Statements
For the year ended December 31, 2018

Note 8: Net Assets

Net assets with donor restrictions consist of amounts contributed for the following purposes:

Theater S 395,127
The Big House 10,000
O'More/Franklin Grove 4,810,337

$ 5,215,464

Note 9: Commitments

In August 2018, the Foundation announced its intent to purchase the former O’More College of Design property and executed
the related option agreement thereafter. The purchase was finalized in February 2019.

Note 10: Recent Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 2014-09, along with
the subsequent amendments, which supersedes most existing revenue recognition guidance and outlines a single
comprehensive standard for revenue recognition across all industries. In addition, ASU 2014-09 requires expanded
guantitative and qualitative disclosures, including disclosure about the nature, amount, timing and uncertainty of revenue.
ASU 2014-09 was deferred by one year by ASU 2015-14 and will become effective for annual reporting periods beginning
after December 15, 2018. The Foundation does not expect the timing of grant or gift revenue recognition to change
significantly as a result of this ASU. The Foundation will adopt the provisions of ASU 2014-09 in 2019.

In August 2018, the FASB issued ASU No. 2018-08, Clarifying the Scope and the Accounting Guidance for Contributions
Received and Contributions Made (Topic 958). ASU 2018-08 will result in treatment of most government grants as donor-
restricted conditional contributions rather than exchange transactions and applies to all entities that make or receive
contributions. The new standard also clarifies the criteria for evaluating whether contributions are unconditional or
conditional. The Foundation does not expect the timing of grant or gift revenue recognition to change significantly as a result
of this ASU. The Foundation will implement ASU 2018-08 simultaneous with adoption of ASU 2014-09 in fiscal year 2019.

Note 11: Subsequent Events

Subsequent events were evaluated through November 12, 2019, which is the date the financial statements were available to
be issued.

In connection with the purchase of the O’More College of Design property described in Note 9 for $6 million, the Foundation
entered into a $9 million revolving line of credit agreement secured by the property.
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