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Certifed Public Accountsnts and Basiness Advisors

Independent Auditor's Report

Board of Directors
Helping Up Mission, Inc. and Subsidiary
Baltimore, Maryland

Report on the Financial Statements

We have audited the accompanylng consolidated financial statements of Helping Up Mission, Inc. and

Subsidiary, which comprise the consolidated statements of financial position as of June 30, 2017 and

2076, and the related consolidated statements of activities, cash flows, and functional expenses 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 consolidated 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 consolidated 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 audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the organization's preparation and fair presentation of the consolidated 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 organization's internal control. Accordingly, w€
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.
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Opinion

ln our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Helping Up Mission, Inc. and Subsidiary as of June 30,
2017 and2016, and the changes in their consolidated net assets and their consolidated cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States of
America.
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Helping Up Mission, Inc. and Subsidiary

Consolidated Statements of Financial Position

June 30,

Assets

Current Assets:
Cash and cash equivalents
Accounts receivable, net of allowance
Grant receivable
Prepaid expenses

Total current assets

Property and Equipment:
Buildings and improvements
Furniture and equipment
Vehicles

Total

Less accumulated depreciation

Land

Construction in progress

Net property and equipment

Other Assets:

Investments
Deposits

Total other assets

Total Assets

69、465 59、464

1,047,964 2,127,156

2017 2016

692,353
86,146

200,000

1,154,607
107,085

200,000

17,803,133
g4g,35l

207,681

18,959,165

4,lg2,g6g

14,766,197
710,700
229,445

15,766,342

15,840,173

875,279

182.042

16,897,494

4,499,579

12,3gg,gl6
400,500

102,431

12,901,847

3,428,902
2,900

3,075,341
91.278

3,431,702 3,166,619

$_20246,008_ $__f3]8e,622

The notes to consolidated financial statements are an integral part of these statements.
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2017

767,418
4,477

93,537

150,529

2016

g 64,757
4,302

130,713
140,469

6,034

346,274

Liabilities and Net Assets

Current Liabilities:
Current maturities of loans payable

Current maturities of annuities payable

Accounts payable

Accrued expenses

Deferred rent liability

Total current liabilities

Long-Term Liabilities :

Line of credit
Loans payable, net of current maturities
Annuities payable

Total long-term liabilities

Total liabilities

Net Assets:
Unrestricted:

Board-designated
Undesignated

Total unrestricted net assets

Temporarily restricted

Total net assets

Total Liabilities and Net Assets

29,159

445、 120

500,000
2,923,153 1,488,340

43、053 47.530

3,466,206

3,9Lr,326

535.870

r,882,144

600,000 937,256

14,289,01314,503,753

15,103,753 15,226,269

1,230,929 1,081,209

16,334,682 16,307,478

$ 20,246,008 g 18,189,622

The notes to consolidated financial statements are an integral part of these statements.
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Helping Up Mission,Inc. and Subsidiary

Consolidated Statements of Activities

For the years ended June 30, 2017 and2016

2017 2016

Support and Revenue:

Support:

Contributions and gifts
In-kind donations

Net assets released from restrictions

Total support

Revenue:

Program fees

MRN client services

Rental income

Other income

Total revenue

Total support and revenue

Functional Expenses:
Program services

Administrative and general

Fundraising

Total functional expenses

(Decrease) increase in net assets

from operations

Other Income (Expense):

Gain (loss) on disposal of fixed assets

Investment income
Impairment loss

Total other income

(Decrease) increase in net assets

Net assets - beginning ofyear

Net assets - end ofyear

200
343,16s

277,566

(122,516) 149,720

15,226,269 1,081,209

q__EJ . $_t&gp_

$ 4,536,196
3,543,990

491,202

8,571,378

2,232,208
475,977

76,077

124,080

2,909,342

11,479,720

9,699,742
524,600

1,656,460

11,879,802

(400,082)

s 640,922

(49t,202)

149,720

149,720

149,720

s 4,475,319
2,792,697

211,979

7,469,995

2,229,532
644,861

69,009

l3,l I I
2,955,512

10,425,507

9,530,536

490,349

1,270,604

10,291,489

l34,0lg

106,474

s 1,221,316

(211,979)

1,009,337

1,009,337

1,009,337

Temporarillz

Unrestricted Restricted Total

$ 5,177,1 18

3,543,990

8,721,098

2,232,209
475,977

76,077

124,080

2,909,342

17,629,440

9,698,142
524,600

1,656,460

11,879,802

(250,362)

200
343,165
(65,799)

277,566

27,204

16,307,478

fi_J5_1!82

Temoorarily
Unrestricted Restricted Total

$ 5,696,635

2,792,6_97

8,479,332

2,228,532
644,861

69,009

13,1n
2,955,572

11,434,844

9,530,536
490,349

7,210,604

l0,2gl,4gg

7,743,355

106,474

106,474

240,492 7,009,337

14,985,777 71,872

106,474

l,24g,g2g

15,057,649

$)14@ q__u!!zq2 $Js;gtflx

The notes to consolidated financial statements are an integral part ofthese statements.
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Helping Up Mission,Inc. and Subsidiary

Consolidated Statements of Cash Flows

For the years ended June 30,

Cash flows from operating activities:
Increase in net assets

Adjustments to reconcile increase in net assets to
net cash provided by operating activities:
Amortization of debt issuance costs included in interest expense
Depreciation
Gain on disposal of property and equipment
(Gain) loss on sale of investments
Impairment loss
Principal reduction of notes payable

Unrealized (gain) loss on investments

Changes in operating assets and liabilities:
(lncrease) Decrease in:

Accounts receivable
Grants receivable
Prepaid expenses

Deposits

(Decrease) increase in:
Accounts payable
Accrued expenses

Deferred rent liability

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of investments
Proceeds from sale of investments
Cash paid for purchase of property and equipment
Proceeds from sale of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Repayments - long-term debt
Payments on annuities payable

Net cash used in financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning ofyear

Cash and cash equivalents, end ofyear

2017

$     27,204

2,569

647,316

(200)

(120,105)
65,799

(66,000)

(124,435)

20,939

(10,001)

88,478

(37,176)

10,061

23,125

527,574

2016

$ 1,249,829

2,569

560,207

445

107,995

7,385

(200,000)

21,235

(84,178)

97,865

4,247

6,034

1,773,633

(435,018)

88,007

(105,628)

(1,066,180)

957,158

(1,427,609)

200

(1,536,431)

(49,095)

(4,302)

(53,397)

(1,062,254)

1,754,607

(452,639)

(62,356)

(4,136)

(66,492)

1,254,502

500,105

S l,754,607$    692,353

The notes to consolidated financial statements are an integral part of these statements.
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Helping Up Mission,Inc. and Subsidiary

Consolidated Statements of Functional Expenses

For the year ended June 30, 2017 (with comparative totals for 2016)

Program Administrative

Services and General

Total

Fundraising 2017  2016

Annuity interest
Bank and investment fees

Banquet

Camps

Conference, seminars and meetings
Cultivation and acquisition
Depreciation
Equipment lease and maintenance
Kitchen
Housekeeping

Insurance

lnterest
Memberships and subscriptions
MRN assistance to individuals
Newsletter expenses

Printing, postage and shipping
Professional and contractual services
Public awareness

Occupancy cost
Repairs and maintenance - building
Residents' assistance

Salaries and related expenses

Special events

Supplies

Taxes - other
Telephone and communication
Travel and entertainment
utilities
Vehicles

Subtotal

Non-cash distributions:
Donated merchandise distribution
Donated professional services distribution
Donated food distribution

Subtotal - Non-cash distributions

Total functional expenses

524,600 1,656,460

387

143,056

68,235

7,653

925

640,270

71,537

580,160

72,235

83,023

126,172

7,119

201,039

133,714

4,132

121,097

154,525

273,113

212,452

2,739,211

1,080

24,342

20,893

36,855

3,047

381,767

46,723

2,048  $

40,759

14,565

500

3,523

14,866

402

35,581

10,290

1,950

58,749

79

4,709

977,259

3,523

30,689

2,880

2,055

22,496

642

84,787

70,530

428,407

14,323

3,193

6,598

3,200

1,090

$    2,048

41,225

143,056

68,235

26,927

978,684

647,316

117,092

583,442

72,235

118,604

126,172

19,464

201,039

156,210

6,724

264,633

70,530

154,525

273,113

212,452

3,482,442

18,571

32,159

20,893

52,297

15,064

383,947

46,723

8,335,822

1,327,250

999,379

1,217,351

3,543,980

$     2,214

26,891

142,037

65,240

28,169

836,319

560,207

115,060

592,006

66,209

97,175

67,030

18,493

308,816

151,686

7,820

206,644

74,775

87,634

222,022

190,192

3,193,911

15,922

28,825

48,288

9,212

350,475

37,624

7,550,896

1,072,082

721,194

947,317

2,740,593

$10,291,489

314,824

3,168

4,624

8,844

8,817

1,090

6,154,762

1,327,250

999,379

1,217,351

3,543,980

S9,698,742S524,600 Sl,656,460 Sll,879,802

The notes to consolidated financial statements are an integral part of these statements.
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Helping Up Mission,Inc. and Subsidiary

Consolidated Statements of Functional Expenses

For the year ended June 30, 2016

Program

Services

Administrative

and General Fundralsing 2016

Annuity interest

Bank and investment fees

Banquet

Camps

Conference, seminars and meetings
Cultivation and acquisition
Depreciation
Equipment lease and maintenance
Kitchen
Housekeeping

Insurance

Interest

Memberships and subscriptions
MRN assistance to individuals
Newsletter expenses

Printing, postage and shipping
Professional and contractual services
Public awareness

Occupancy cost

Repairs and maintenance - building
Residents' assistance

Salaries and related expenses

Special events

Supplies

Telephone and communication
Travel and entertainment

utilities
Vehicles

Subtotal

Non-cash distributions:
Donated merchandise distribution
Donated professional services distribution
Donated food distribution

Subtotal - Non-cash distributions

Total functional expenses

169

825,706

2,699

38,889

1,025

2,905

709

40

74,430

297,720

13,674

4,652

5,967

1,185

834

5,789,943

1,072,082

721,194

947,317

2,740,593

490,349 1,270,604

S  8,530,536  $    490,349  $   1,270,604

150

142,037

65,240

15,815

5,104

554,809

63,607

590,658

66,209

68,022

67,030

8,097

308,816

151,686

5,418

161,964

87,634

221,369

190,192

2,572,990

2,248

19,551

33,140

1,726

348,807

37,624

2,214  $

26,741

12,185

5,509

2,699

12,564

323

29,153

7,491

1,693

44,640

345

653

323,201

4,622

9,181

6,301

834

$       2,214

26,891

142,037

65,240

28,169

836,319

560,207

115,060

592,006

66,209

97,175

67,030

18,493

308,816

151,686

7,820

206,644

74,775

87,634

222,022

190,192

3,193,911

15,922

28,825

48,288

9,212

350,475

37,624

7,550,896

1,072,082

721,194

947,317

2,740,593

S  10,291,489

The notes to consolidated financial statements are an
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Helping Up Mission, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

■
■ Nature of Operations

Helping Up Mission, Inc. is a non-profit organization whose purpose is to educate and engage the
public in providing help for those experiencing homelessness, poverty or addiction through
programs designed to meet unique physical, psychological, social and spiritual needs. The
Organization operates primarily on funds received from the general public and program fees.

House of Freedom, Inc. is a non-profit organization whose purpose is to continue the work of
Helping Up Mission, Inc. by providing transitional housing, supportive services, and other
assistance to men who do not have permanent housing and are victims of substance abuse or the
ill-effects of society in general in order to prepare them to become responsible and useful
members of the community and society. The Organization operates primarily on funds received
from program fees.

Summary of Significant Accounting Policies

Princinles of Consolidation

The consolidated financial statements of Helping Up Mission, Inc. and Subsidiary include the
accounts of Helping Up Mission, lnc. and House of Freedom, Inc., hereinafter collectively
referred to as "the Organizations". Helping Up Mission, Inc. and House of Freedom, Inc. are
governed by the same Board of Directors. All material inter-organization transactions and
balances have been eliminated in consolidation.

Financial Statement Presentation

The consolidated financial statements of the Organizations have been prepared on the accrual
basis of accounting and accordingly reflect all significant receivables, payables, and other
liabilities. Revenue is recognized when earned and expenses are recognized when incurred.

The Organizations are required to report information regarding their financial positions and
activities according to three classes of net assets: unrestricted, temporarily restricted, and
permanently restricted.

Unrestricted net assets - Unrestricted net assets are the net assets that are neither permanently
restricted nor temporarily restricted by donor-imposed stipulations. These assets are currently
available to support the Organizations' operations.

Temporarily restricted net assets - Temporarily restricted net assets result from contributions
whose use is limited by donor-imposed stipulations that either expire by passage of time or can
be fulfilled and removed by actions of the Organizations pursuant to these stipulations. Net
assets may be temporarily restricted for various purposes, such as use in future periods or use for
specified purposes. As of June 30,2017 and 2016, the Organizations had temporarily restricted
net assets totaling $1,230,929 and $1,081,209, respectively.

2。
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Helping Up Mission,Inco and Subsidiary

Notes to Consolidated Financial Statements

For thc ycars cnded Junc 30,2017 and 2016

2. Summary of Significant Accounting Policies (continued)

Financial Statement Presentation (continued)

Permanently restricted net assets - Permanently restricted net assets result from contributions
whose use is limited by donor-imposed stipulations that neither expire by the passage of time
nor can be fulfilled or otherwise removed by the Organizations' actions. As of Jtne 30,2077
and2016, the Organizations had no permanently restricted net assets.

Cash and Cash Equivalents

The Organizations consider all short-term investments with an original maturity of three months
or less to be a cash equivalent.

The Organizations, at times throughout the year, have (or may have had) funds on deposit with a
financial institution in excess of federally insured amounts. The Organizations have not
experienced any losses on cash accounts and management believes they are not exposed to
significant credit risk on cash. Total cash and cash equivalents that were not covered by Federal
Deposit Insurance Corporation insurance at June 30, 2017 and 2016 was $622,396 and
$ 1,3 I 2,403, respectively.

Accounts Receivable. Credit Policies and Allowance for Doubtful Accounts

Accounts receivable are uncollateralized obligations due for program fees related to overnight
boarding and transportation services provided to various partner organizations and other amounts
billed for services provided to men under various programs. Payment is required within 30 days
from the invoice date. Follow-up correspondence is made if unpaid accounts receivable go
beyond 60 days. Statements for unpaid balances are not generated and delinquency fees are not
assessed. Pa5rments of accounts receivable are applied to the specific invoices identified on the
remittance advice or, if unspecified, are applied to the oldest unpaid invoices.

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. The carrying amount of accounts receivable is reduced by an allowance for doubtful
accounts that reflects management's best estimate of the amounts that may not be collected.
Management individually reviews all accounts receivable balances that exceed the due date and
based on an assessment of current creditworthiness, estimates the portion , if any, of the balance
that may not be collected. Management provides for probable uncollectible amounts through a
charge to earnings and a credit to the allowance for doubtful accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off through a
charge to the allowance for doubtful accounts and a credit to accounts receivable. Accounts
receivable are deemed fully collectible at June 30, 2017 and 2016, and therefore, the
Organizations have not established an allowance for doubtful accounts. There was no bad debt
expense forthe years ended June 30, 2017 and2016.

(10)



Helping Up PIlission,Inc.and Subsidiary

Notes to Consolidated Financial Statements

For thc years cndcd Junc 30,2017 and 2016

2. Summary of Significant Accounting Policies (continued)

Financial Risk

The Organizations invest in a portfolio that contains mutual funds. Such investments are
exposed to various risks such as interest rate, market and credit. Due to the level of risk
associated with such investments and the level of uncertainty related to changes in the value of
such investments, it is at least reasonably possible that changes in risks in the near term would
materially affect investment balances and the amounts reported in the financial statements.

Fair Value Measurements

The Organizations have characterized its investments in securities and other investments based
on the priority of inputs using the three-level fair value hierarchy in accordance with the
provisions under generally accepted accounting principles. The fair value hierarchy gives the
highest priority to quoted prices in active markets for identical assets or liabilities (Level 1), and
the lowest priority to unobservable inputs (Level 3). If the inputs used to measure the
investments fall within different levels of the hierarchy, the categorization is based on the lowest
level input that is significant to the fair value measurement of the investments. Marketable
securities and long-term capital campaign pledges recorded in the financial statements are
categorized based on the inputs to valuation techniques as follows:

Level I - These are assets where values are based on unadjusted quoted prices for identical assets
in the active market the Organizations have the ability to access. All mutual funds held by the
Organizations are considered to be level l.

Level 2 - These are assets where values are based upon quoted prices in markets that are not
active or model inputs that are observable either directly or indirectly for substantially the full
term of the investments. The Organizations currently have no level2 assets.

Level 3 - These are assets where values are based on prices or valuation techniques that require
inputs that are both unobservable and significant to the overall fair value measurement. These
inputs reflect assumptions of management about assumptions market participants would use in
pricing the investments. The Organizations investment in jewelry donated during the year ended
June 30, 2016 was considered a level 3 investment.

Estimated fair value amounts have been determined using available market information and the
valuation methodologies described below. However, considerable judgment is required in
interpreting market data to develop estimates of fair value. Accordingly, the estimates presented
herein may not be indicative of the amounts the Organizations could realize in a current market.
The use of different market assumptions or valuation methodologies may have a material effect
on the estimated fair value amounts.

The carrying amounts of current receivables and payables approximate fair value due to the
short-term nature of these assets.

(11)



Helping Up Mission, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

2. Summary of Significant Accounting Policies (continued)

Investments

Investment securities are carried at fair value based on quoted market prices. The change in net
unrealized appreciation (depreciation) of marketable securities for the year is reflected in the
Statements of Activities in "investment income." Realized gains and losses on sales of
investments are computed on an average cost basis and are recorded on the trade date of the
transaction and are also included in "investment income."

Propertv and Equipment and Depreciation

Property and equipment are stated at cost if purchased, or fair market value if obtained through
donation. The Organizations capitalize expenditures greater than or equal to $2,500 that qualifz
as property and equipment. Depreciation is provided using the straight-line method over the
estimated useful lives of the assets as follows:

15 - 40 years

3 - 10 years
3 - l0 years

Depreciation expense was $647,316 and $560,207 for the years ended June 30,2Ol7 and 2016,
respectively.

Restricted and Unrestricted Revenue

Contributions, pledges and grants are recorded as unrestricted, temporarily restricted or
permanently restricted support, depending on the existence and/or nature of any donor
restrictions. The Organizations report contributions of cash and other assets (including grants) as
restricted support if they are received with donor stipulations that limit the time period or manner
of use of the contribution. These donor-restricted contributions are reported as an increase in
temporarily or perrnanently restricted net assets, depending on the nature of the restriction.
When a donor restriction expires (that is, when a stipulated time restriction or purpose restriction
is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the Consolidated Statements of Activities as "net assets released from restrictions".

Donated Materials and Services

In-kind donations consist of donated food, supplies, merchandise and professional services.
Members of the Board of Directors and others have made significant contributions of their time
and talents in development of the programs and fundraising operations of the Organizations.
These services include medical care, counseling, education, legal and income tax preparation.
These donations are recorded at their estimated fair value at the date of receipt. Donated food
and merchandise distributions and professional service distribution equal the value of the
donations. These expenses are recorded at the date ofreceipt due to the rapid turnover ofdonated
items.

Buildings and improvements
Furniture and equipment
Vehicles

(12)



Helping Up Mission, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

2. Summary of Significant Accounting Policies (continued)

Deferred Rent Liabilitv

The Organizations recognize rental expense for leases with scheduled rent increases on the

straight-line basis over the life of the lease.

Income Taxes

The Organizations are exempt from federal income taxes under Section 501(c) (3) of the Internal

Revenue Code. Accordingly, no provision for income taxes is reflected in these financial

statements.

The Organizations account for income tax provisions in accordance with Financial Accounting

Standards Board Accounting Standards Concept Topic 740-10, Accounting for Uncertainty in

Income Taxes, which creates a single model to address uncertainty in tax positions and clarifies

the accounting for income taxes by prescribing the minimum recognition threshold a tax position

is required to meet before being recognized in the financial statements. The Organizations

believe that its income tax filing positions and deductions will be sustained upon examination

and, accordingly, have not recorded any reserves, or related accruals for interest and penalties, at

June 30, 2077 and 2016 for uncertain income tax positions. The Organizations continually

evaluate expiring statutes of limitations, audits, proposed settlements, changes in tax law, and

new authoritative rulings. The Organizations have adopted a policy under which, if required to be

recognized in the future, will classiff interest related to the underpayment of income taxes as a

component of interest expense, and will classiff any related penalties in administrative and

general expenses in the Consolidated Statements of Functional Expenses and Consolidated

Statements of Activities. With few exceptions, the Organizations are no longer subject to U.S.

federal, state and local income tax examinations by tax authorities for years ending before June

30,2014.

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles

geneia1y accepted in the United States of America requires management to make estimates and

assumptiors that affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the consolidated financial statements and the reported amounts

of revenues and expenses during the reporting period. Actual results could differ from those

estimates.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a
functional basis in the Consolidated Statements of Activities and in the Consolidated Statements

(13)



Helping Up Mission, fnc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

2. Summary of Significant Accounting Policies (continued)

2017

Ⅳ〔utual funds

Cost

3.

Functional Allocation of Expenses

of Functional Expenses. Accordingly, certain costs have been allocated among the programs and

supporting services benefi ted.

Advertisine

The Organizations expense advertising costs the first time the advertising takes place. The

amounts charged to advertising expense totaled $40,665 and $50,926 for the years ended June

30,2Ol7 and2016, respectively. Advertising expense is included in "public awareness" in the

Consolidated Statements of Functional Expenses.

Grant receivable

In Decemb er 2015, House of Freedom, Inc. was awarded a grant from The Harry and Jeannette

Weinberg Foundation in the amount of $400,000. The grant is to be used for the construction,

repair, and renovation of the commercial kitchen and dining room. In order to receive the funds,

House of Freedom was required to meet certain matching requirements. All of the matching

requirements were met as of J.rn" 30,2016, and House of Freedom recognized revenue in full

,rd", the grant agreement. Grant receivable totaled $200,000 at June 30, 2017 and 2016,

representing amounts earned but not yet received related to this grant agreement as of the balance

shiet date. These amounts are considered fully collectible at June 30,2077, and accordingly, no

allowance for doubtful accounts is required.

Investments

Investments are recorded at fair value and consist of the following at June 30:

4.

$2,933,813$495,089 $3,428,902

Cost

$2,662,583

42,104

$2,704,687

Net-Unrealized
Appreciation

Nct― Unrealizcd

Appreciation

S  370,654

Fair

Value

Fair
Value

$ 3,033,237

42,104

2016

Mutual funds

Other invcstments GcwelryI

Total invcstments

(14)
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Helping Up PIission,Inco and Subsidiary

Notes to Consolidated Financial Statements

For the ycars ended Junc 30,2017 and 2016

4. Investments (continued)

Investment income consists of the following for the years ended June 30:

An investment may be considered to be impaired if its cost basis exceeds its fair value thus

resulting in unrealized depreciation. Investments are reported at their fair market value, thus any

impairment losses have already been recognized through unrealized gains or losses in the

Consolidated Statements of Activities. Management considers any investment portfolio losses to

be temporary.

Investments included in the portfolio that have been in a continuous loss position are as follows

at June 30,2017:

Less than 12 months

Fair      Unrealizcd

valuc    Losses

$  761,773  $   (2,545)

Fair values of assets measured on a recurring basis at June 30,2017 and 2016 are as follows:

Interest and dividends

Gain (loss) on sale of investments

Change in unrealized appreciation

(depreciation) on investments

Total return on investments

Ⅳlutual ibnds

2017        2016

$   98,625  $  214,914

120,105        (445)

124,435     (107,995)

$  343,165  $  106,474

QuOted PHCCS
in lnactive

Ⅳlarkcts

(Lcve1 2)

S           
―

Quoted Prices

in Active
Markets

Fair Value (LsIeL-l)

S 3,428,902

S 3,033,237

Significant
Unobservable

Inputs
(Level3)

$           
―

42,104

$   42,104

2017

Mutual inds

2016

Mutual funds

Other investments Gewclryp

$3,428,902

$3,033,237

42,104

$3,075,34上    $ 3,033,237

(15)



Helping Up Mission, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

4. Investments (continued)

The table below presents information about the change in the level 3 assets, which are measured
at fair value on a recurring basis using significant unobservable inputs:

Balance, July l, 2016

Sale ofjewelry

s 42,104

(42,104)

5。

Balance, June 30,2017 $ -

Lines of Credit

Helping Up Mission, Inc. has an equipment line of credit authorized to $100,000. Draws under
this line will be supported by individual notes for a term not to exceed 60 months and bear
interest at 275 basis points over the U.S. Treasury rate when they become notes. There were no
equipment loans outstanding as of June 30,2017 and 2016. The amount available under this line
of credit was $100,000 at June 30,2017 and2076, respectively.

Helping Up Mission, Inc. has an available line of credit authorized up to $500,000 with interest
computed on the aggregate unpaid balance based on the prime rate as published in the money
rates section of the Wall Street Journal (4.25% at June 30,2017). The balance outstanding on
the line of credit was $500,000 and $-0- at June 30, 2017 and 2076, respectively. The line of
credit is secured by certain real property and House of Freedom, Inc. is a guarantor. The line of
credit contains certain financial covenants which were met at June 30,2017 and 2016. Helping
Up Mission, Inc. is required to repay the line of credit and any outstanding accrued interest on
August 18,2019 and therefore, the balance has been included as long-term in the accompanying
Consolidated Statements of Financial Position.

Long-Term Debt

Helping Up Mission, Inc. obtained a loan with a bank in October 2003, refinancing in 2005 and

2010, for $1,400,000, to be drawn as necessary, to provide additional financing for renovations to

1017 East Baltimore Street. Monthly principal and interest payments of $9,609, including

interest at 6.750/o, were required under the loan agreement with all unpaid principal and interest

due and payable in March 2015. This loan was refinanced with a new bank during the year

ended June 30, 2014. Under the terms of the new loan agreement, monthly installments totaling

$7,989, including interest at3.98o/o, are now required with the unpaid principal balance of the

loan due in September 2018. A security interest on l0l7 East Baltimore Street secures this debt,

and House of Freedom, Inc. is a guarantor of the loan. The outstanding loan balance for this term

loan was $1,136,812 and $1,185,714 at June 30, 2017 and20l6, respectively.

6.

(16)



Helping Up Mission, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Forthe years ended June 30, 2017 and2016

6. Long-Term Debt (continued)

In July 2009, Helping Up Mission, Inc. entered into a construction loan with a bank not to exceed

$4,000,000 for renovations to be made at T027 -1029 East Baltimore Street. The proceeds of the

loan could be advanced from time to time upon the Borrower's request during the construction
period. Monthly principal and interest payments of $10,198 were required under the loan

agreement, using a 25-year amortization schedule, with all unpaid principal and interest due and

payable on September t, 2015. The interest rate was equal to 275 basis points over the five year

Treasury Rate as published in the Wall Street Journal, with a floor of 6.6%. This loan was

refinanced with same bank during the year ended June 30, 2014. Monthly installments totaling

52,579, including interest at3.98oh, are now required with the unpaid principal balance of the

loan due in Septemb er 2018. The outstanding balance on this loan was $356,757 and 5372949 at

June 30, 2017 and2016, respectively.

In August 2016, Helping Up Mission, Inc. entered into a loan agreement with a bank for

$500,000 to assist with the cost of obtaining property in Baltimore City. The loan requires

payments of interest only through the maturity date of August 19, 2019, with interest computed

on the aggregate unpaid balance based on the prime rate as published in the Wall Street Journal

(4.25% at June 30,2011). The loan is secured by accounts receivable and certain equipment and

is guaranteed by House of Freedom, Inc. The balance outstanding on the loan was $500,000 and

$-0- at June 30, 2017 and2016, respectively.

In August 2016, House of Freedom, lnc. obtained a seller-financed loan for certain property

acquisitions totaling $1,150,000. The loan required monthly payments of interest only at3.5o/o

through maturity of the loan on August 22, 20L9. The loan was secured by property at 1216 E.

Baltimore Street and was guaranteed by Helping Up Mission, Inc. The loan was repaid in full in
March 2017, including an agreed upon reduction in principal at closing of $66,000.

In March 2017, Helping Up Mission entered into a loan agreement with a bank for $1,000,000,

the proceeds of which were used to pay off the seller financed loan noted above. The loan

requires payments of interest only through the maturity date of March 20, 2020, with interest

computed on the aggregate unpaid balance based on the LIBOR daily floating rate plus 2Yo

(3.22% at June 30, 2Ol7). The loan is secured by property at 1216 E. Baltimore Street. The

balance outstanding on the loan was $1,000,000 and $-0- at June 30,2017 and 2016,

respectively.

In March 2017, Helping Up Mission entered into a loan agreement with abank for $100,000.

The loan requires payrnents of interest only through the maturity date of April 20, 2018, with
interest computed on the aggregate unpaid balance based on the LIBOR daily floating rate plus

2% (3.22% at June 30,2017). The loan is secured by property at 7216 E. Baltimore Street. The

balance outstanding on the loan was $100,000 and $-0- at June 30,2017 and2016, respectively.

The above loans contain certain financial covenants which were met as of June 30, 2017 and

2016, respectively.

(17)
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Notes to Consolidated Financial Statements

For the years ended June 30, 2017 and2016

6. Long-Term Debt (continued)

A summary of long-term debt at June 30, 2017 and 2016 consists of the following:

2017 2016

Total long-term debt related to above loans $ 3,093,569 $ 1,558,663

Less: Unamortized debt issuance costs 2,998 5,566

Long-term debt, less unamortized debt issuance costs 3,090,571 1,553,097

Less: current portion of long-term debt 767,418 64,757

Total long-term debt, less current portion W)53_ q_],48!,340

Future minimum principal payments for long-term debt are as follows:

Years Ending

June 30, Amount

2018 $ 167,418

2019 1,426,151

2020 1,500,000

rotal $._l92i,s6e

Consolidated interest expense on the long-term debt and lines of credit (including amortization of
loan issuance costs reported as interest expense) was $126,172 and $67,030 for the years ended

June 30, 2017 and2016, respectively on this debt.

7. Annuities Payable

Helping Up Mission, Inc. currently has three agreements to provide periodic payments to one

individual during the remainder of her life in return for a charitable gift to Helping Up Mission,
Inc. The aggregate annual estimated payments on the annuity obligations at June 30,2017 and
20T6 are $47,530 and $51,832, respectively, based onthe IRS life expectancytables as of June

30,2014. Helping Up Mission, Inc. reviews the life expectancy tables published by the IRS

annually and records the change in the projected liability as a charge to the change in value of the
annuity payable. At June 30, 2017 and 2016, the liability based on updated IRS life expectancy
tables did not differ materially from what was recorded and no adjustment was made. A portion
of the gift represents an obligation by Helping Up Mission, Inc. to make the annual payments

(recorded at present value based on the donor's life expectancy and market interest rates, which
are current\ a%) and the remainder represents a contribution. At June 30, 2017 and 2016,
Helping Up Mission, Inc. has sufficient reserves to fund these obligations.

Interest expense related to annuities payable totaled $2,048 and $2,274 for the years ended June

30, 2017 and 201 6, respectively.

Future estimated minimum principal payments for the remaining annuities are as follows:

(18)
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7. Annuities Payable (continued)

Years Ending

June 30, Amount

2018 s 4,477

20t9 4,660
2020 4,850

2021 5,048

2022 5,254

Thereafter 23,241

Total $ 47,530

8. Program Fees

Program fees consist of the following for the years ended June 30:

2017 2016

Lodging $1,447,509 $ 1,323,558

Food stamps 464,557 486,807

Temporary disability assistance 320,142 418,167

$ 2,232,208 5 2,228,532

9, Rental Income

A small portion of Helping Up Mission, Inc. and Subsidiaries' office space at 1017 and 1029 E.

Baltimore Street is leased to outside tenants under non-cancelable operating leases. The leases

have consolidated monthly rental payments of $6,303. The leases include provisions for
automatic one-year renewals unless written notice is provided to the other party ninety days

before the renewal date. Rental income totaled $76,077 and $69,008 for the years ended June 30,

2017 and,2016, respectively. The cost of the buildings was $8,434,006 and 99,448,730 at June

30, 2Ol7 and 2016, respectively and accumulated depreciation totaled $1,463,933 and

$2,165,890 at June 30,2Ol7 and2016, respectively. The portion of the building being rented is

diminutive.

10. Impairment Loss

During the year ended June 30, 2017, Helping Up Mission received an appraisal on the building
located at l0l7 E. Baltimore Street. The appraisal was made for the purpose of potential debt

restructuring to appropriately align collateral with the related debt. The impairment loss totaling

565,799 represents the difference between the carrying value of the building and related

improvements and the market value based on the appraisal received in June 2017.

(le)
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For the years ended June 30, 2017 and2016

11. Commitments

Operating Leases

Helping Up Mission, Inc. entered into an operating lease agreement in April of 2015 for various

office equipment. The lease has a term of five years and provides for base monthly rentals of
$2,658, with certain provisions for additional amounts due depending on total usage of the

associated equipment.

Total payments under this equipment lease for the years ended June 30, 2017 and 2016 were

$75,586 and$71,427, respectively. These amounts have been included in "equipment lease and

maintenance" in the accompanying Consolidated Statements of Functional Expenses.

Helping Up Mission, [nc. has an operating lease agreement for a townhouse in Baltimore City for
the "314 Housing Program". The program provides for Helping Up Mission, Inc. to lease the

townhouse from the landlord and in tum, rent it to program graduates who live independently. This
is a 60-month lease, expiring in February 2020. Annual lease payments total $44,400 in year one,

followed by varying annual lease payments based on a lump sum payable at the beginning of each

lease year and subsequent monthly payments as determined by the lease agreement. The lease

contains an option to renew for a period of up to five years.

Helping Up Mission, Inc. also has an operating lease agreement for another townhouse in Baltimore

City for the "3l4 Housing Program". This is a 60-month lease, expiring in April 2020. Annual

lease payments total $34,100 in year one, followed by varying annual lease payments based on a

lump sum payable at the beginning of each lease year and subsequent monthly payments as

determined by the lease agreement. The lease contains an option to renew for a period of up to five
years.

Helping Up Mission, fnc. entered into an operating lease agreement in March 2016 in Baltimore

City for a nearby office building for program expansion purposes. This is a 60-month lease,

expiring in May 2020. lJnder the terms of the lease agreement, Helping Up Mission, Inc. received

one yeil of free rent, followed by base monthly rent payments of $2,800, with escalation provisions

at3o/o per year thereafter.

Helping Up Mission, lnc. entered into an operating lease agreernent in Novernber 2016 for a nearby

property to be used as a transportation hub for a women's program. This is a one-year lease and

expires in October 2Ol7 . Base monthly rent under this lease agreement is $4,500.

Helping Up Mission, Inc. entered into an operating lease agreement in lday 2017 for a nearby

delicatessen to be used as a ternporary kitchen facility during kitchen renovations on the main

campus. The lease is for a period of six months and expires in November 2017. Base monthly rent

under the lease agreement is $3,750.
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11. Commitments(continued)

Operatins Leases (continued)

Total payments under these lease alrangements for the years ended June 30, 2017 and 2016 were
9154,525 and $87,634, respectively, and are included in "occupancy cost" in the accompanying
Consolidated Statements of Functional Expenses.

The Organizations recognize rental expense for leases with scheduled rent increases over the life of
the lease using the straight line method. The difference between the actual rent payments and rent
expense calculated using the straight line method represents deferred rent. The deferred rent
liability totaled 929,159 and $6,034 at June 30,2017 and2016, respectively.

The aggregate minimum future rental payments under operating leases are as follows:

Years Ending

June 30,

2018

2019

2020

2021

Total

Amount

$   179,778

137,157

95,935

33,656

$   446,526

Accumulated Vacation

Employees of Helping Up Mission, Inc. earn a vested right to compensation for unused vacation.
Accordingly, Helping Up Mission, lnc. has made an accrual for vacation compensation that
employees have earned but not taken. Accrued vacation totaled $145,459 and $136,234 at June
30, 2077 and 2016, respectively, and is included in the balance of "accrued expenses" on the
Consolidated Statements of Financial Position.

Grant Commitments

In June 2006, Helping Up Mission, Inc. was awarded a conditional promise to give from
FHLBank Atlanta, a Federal Home Loan Bank, in the amount of $500,000. The grant was to be
used to support capital costs for the renovations to 1023 East Baltimore Street and provide
additional beds for emergency shelter for homeless men in Baltimore City. Helping Up Mission,
Inc. met all the requirements under this grant agreement and the grant was recognized as revenue
in years prior to June 30, 2017. The grant must be repaid if Helping Up Mission, Inc. is not in
compliance with the terms of the application, which includes the use of the building for the
services noted above for a period of fifteen years, expiring in 2021.
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11. Commitments(continued)

Grant Commitments (continued)

In December 2006, Helping Up Mission, Inc. was awarded a grant from the State of Maryland,
Board of Public Works for an amount not to exceed $200,000, provided Helping Up Mission,
Inc. meets certain matching requirements. The grant was recognized as revenue in full in years
prior to June 30, 2017. The grant is to be used for the construction, repair and renovation of
1031 East Baltimore Street. Under the terms of the agreement, Helping Up Mission, Inc. may
not sell, lease, exchange or give away any interest in the real or personal property acquired with
the grant funds without prior written consent of the Board of Public Works. If the Board of
Public Works permits the transfer or disposition, Helping Up Mission, Inc. may be required to
repay the State the percentage of the proceeds allocable to the grant.

In August 2007, Helping Up Mission, Inc. was awarded a conditional promise to give from The
Harry and Jeanette Weinberg Foundation in the amount of $ 1,500,000. The grant is to be used to
support capital costs for the renovations to buildings which serve as emergency shelter,
transitional housing, and school for homeless men in Baltimore City. All conditions were met
and the entire amount of the grant was recognized as revenue in years prior to June 30, 2017.
Under the terms of the grant agreement, Helping Up Mission, Inc. must have prior approval from
The Harry and Jeanette Weinberg Foundation to sell or transfer ownership of the property
through the year 2031. The proceeds received from any sale must be used for the construction or
purchase of a replacement property.

In December 2008, Helping Up Mission, Inc. was awarded a conditional promise to give from
FHLBank Atlanta, a Federal Home Loan Bank, in the amount of $1,000,000. The grant was to
be used to support capital costs for the renovations to 1029 East Baltimore Street which will
house a new chapel, overnight emergency services with beds for 60 men, classrooms and a
library for homeless men in Baltimore City. The grant provides for payment in full on the
conditions that the Organization complete construction at 1029 E. Baltimore Street and that
100% of ownership units and 75Yo of the assisted rental units must be occupied. Helping Up
Mission, Inc. met all the requirements under this grant agreement and the grant was recognized
as revenue in years prior to June 30, 2017. The grant must be repaid if Helping Up Mission, Inc.
is not in compliance with the terms of the application, which includes the use of the building for
the services noted above for a period of fifteen years, expiring in2026.

In December 2010, Helping Up Mission, Inc. was awarded another conditional promise to give
from FHLBank Atlanta in the amount of $1,000,000. The grant is to be used to support capital
costs for the renovations to 1031 East Baltimore Street. The grant provides for payment in full
on the conditions that the Organization complete construction at 1031 E. Baltimore Street and
that 100% of ownership units and 7 5o/o of the assisted rental units must be occupied. Helping Up
Mission, Inc. met all the requirements under this grant agreement and the grant was recognized
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11. Commitments (continued)

Grant Commitments (continued)

as revenue in years prior to June 30, 2017. The grant must be repaid if Helping Up Mission, Inc.
is not in compliance with the terms of the application, which includes the use of the building for
the services noted above for a period of fifteen years, expiring in2028.

In September 2011, House of Freedom, Inc. was awarded a grant from The Department of
Housing and Community Development in the amount of $740,838. The grant was recognized as
revenue in full in years prior to June 30, 2011. The grant is to be used for the construction,
repair, renovation and capital equipping of 1031 East Baltimore Street. The Organizations must
use this building as a shelter, transitional or other housing facility for the homeless, for a period
of not less than fifteen years, expiring in 2027 . If the properties are sold, transferred, or not used
for the specified purpose prior to the year 2027, House of Freedom, Inc. must repay the grant in
tull.

Conditional Promise to Give

ln June 2017, Helping Up Mission was awarded a conditional promise to give in the amount of
$ 15,000,000. The proceeds are to be used to support the construction of a building at 1216 E .

Baltimore Street to service women and children in a program that provides rehabilitation services
addressing the issues of substance abuse, poverty and homelessness. The pledge is to be paid
over a three year period at $5,000,000 a year starting July 1, 2017. The initial payment is
conditional upon Helping Up Mission receiving $5,000,000 of commitments from other
organizations. The condition has not been met as of June 30,2017, and accordingly, no amounts
related to this conditional promise to give have been included in contribution income in the
accompanying Statement of Activities for the year ended June 30, 2017 and 2016. The
contribution will be recorded as a promise to give once the related condition has been met.

Retirement Plan

Helping Up Mission, Inc. sponsors and contributes to an employee SIMPLE IRA plan.
Contributions to this Plan totaled $54,242 and $46,209 for the years ended June 30, 2017 and
2016, respectively.

Board Designated Net Assets

The Board approved the establishment of a Board designated fund during the year ended June 30,
2016. The purpose of the fund is to segregate a portion of unrestricted net assets for future
capital needs. Board designated net assets totaled $600,000 and$937,256 as of June 30,2017
and 20 I 6, respectively.

12.

13。

14.
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15. Temporarily Restricted Net Assets

Art fund
Books and content
Camps

Chapel renovations
Eye care

Foot care

Kitchen renovations
Licensing (ETO)
Music fund
Prescription services

Program retreats

Psychiatric services

Spiritual recovery & alumni
Stabilization project

Women's center

Total temporarily restricted net assets

Cost of property and equipment acquired
Less: proceeds from notes payable

Less: proceeds from line of credit

Net cash outlay for property and equipment

Ternporarilyrestricted net assets consist of the following on June 30:

2017

$   1,191
14,812

29,136

10,172

2,500

1,192

1,000,000

30,000

188

10,000

36,938

75,000

10,300

7,500

2,000

2016

$     1,528

19,977

5,707

11,524

2,500

1,192

1,000,000

188

26,343

12,250

16. Supplemental Disclosure of Cash Flow Information

Cash paid for interest totaled $125,650 and $66,675 for the years ended June 30, 2017 and2016,
respectively.

Non-cash investing and financing activities consisted of the follows for the years ending June 30:

$ 1,230,929   $  1,081,209

2017

$3,577,609

(1,650,000)

(500,000)

S l,427,609

2016

(24)
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17. SubsequentEvents

ln August 20L7, the Board approved an expenditure of not greater than$2,931,051 to renovate
the commercial kitchen at 1023 E. Baltimore Street. The projected sources of funding include
income funds from a recent capital campaign and current cash reserves not to exceed $331,051.

Subsequent to year-end, House of Freedom received a grant from The Maryland Department of
Housing and Community Development in the amount not to exceed $1,400,000 to be used for the
rehabilitation of the existing commercial kitchen and dining hall located at 1023 E. Baltimore
Street. The Organization must use this building as a shelter, transitional or other housing facility
for the homeless, for a period of not less than fifteen years, expiring in2032. If the properties are
sold, transferred, or not used for the specified purpose prior to the year 2032, House of Freedom,
lnc. must repay the grant in full.

Subsequent events were evaluated through September 26,2017, the date the financial statements
were available to be issued. There were no additional subsequent events noted for disclosure.
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