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Independent Auditors' Report

To the Board of Directors of
Fellowship Square Foundation, Inc. and Affiliates

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Fellowship Square Foundation, Inc. 
and Affiliates, which comprise the consolidated balance sheets as of June 30, 2020 and 2019, and the related 
consolidated statements of operations and changes in net assets and cash flows for the years then ended, 
and the related notes to the consolidated financial statements.

Management's Responsibility for the Consolidated 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 consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors' 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 audits 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 
entity'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 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 consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of Fellowship Square Foundation, Inc. and Affiliates as of June 30, 2020 and 2019, and 
the results of their operations, changes in net assets and cash flows for the years then ended in accordance 
with accounting principles generally accepted in the United States of America.
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Emphasis of Matter

As discussed in Note 1 to the consolidated financial statements, Fellowship Square Foundation, Inc. 
and Affiliates retrospectively adopted new accounting guidance on the presentation of amounts generally 
described as restricted cash and restricted cash equivalents in the 2019 consolidated statement of cash 
flows. Our opinion is not modified with respect to this matter.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements as 
a whole. The accompanying supplementary information shown on pages 17 and 18 is presented for purposes 
of additional analysis of the consolidated financial statements rather than to present the financial position, 
results of operations and changes in net assets of the individual companies, and is not a required part of 
the consolidated financial statements. Such information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the consolidated 
financial statements. The supplementary information has been subjected to the auditing procedures applied 
in the audits of the consolidated financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare the 
consolidated financial statements or to the consolidated financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In our 
opinion, the supplementary information is fairly stated, in all material respects, in relation to the consolidated 
financial statements as a whole. 

Lancaster, Pennsylvania
September 28, 2020



2020 2019

Assets

Current Assets
Cash and cash equivalents 3,347,170$       2,659,414$       

Accounts receivable 132,370            898,052            

Current portion of escrow deposits 1,133,374         -                       

Prepaid expenses and other current assets 118,661            422,278            

Total current assets 4,731,575         3,979,744         

Deposits
Tenant deposits held in trust 161,822            160,538            

Escrow deposits 15,285,076       1,635,425         

Replacement reserves 3,086,961         1,445,880         

Residual receipts 437,306            347,351            

Total deposits 18,971,165       3,589,194         

Investments 12,498,397       2,511,763         

Property and Equipment, Net 18,022,165       16,788,612       

Total assets 54,223,302$     26,869,313$     

Liabilities and Net Assets

Current Liabilities
Accounts payable, operations 273,385$          175,050$          

Accounts payable, construction 1,133,374         -                       

Accrued wages payable 67,458              120,079            

Accrued interest payable 97,099              27,414              

Prepaid revenues 6,061                9,192                

Mortgage payable, current 691,743            350,059            

Total current liabilities 2,269,120         681,794            

Tenant Deposits Held in Trust 161,822            157,971            

Mortgage Payable, Long-Term 31,340,739       8,964,228         

Total liabilities 33,771,681       9,803,993         

Net Assets
Without donor restrictions 20,163,394       16,777,093       

With donor restrictions 288,227            288,227            

Total net assets 20,451,621       17,065,320       

Total liabilities and net assets 54,223,302$     26,869,313$     

Fellowship Square Foundation, Inc. and Affiliates 
Consolidated Balance Sheets
June 30, 2020 and 2019

See notes to consolidated financial statements
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2020 2019

Revenues Without Donor Restrictions 
Net rental revenue 11,148,781$     9,993,448$       

Investment income 313,263            212,417            

Contributions 170,912            69,499              

Other revenue 1,081,963         405,912            

Development fees 202,500            -                       

Net assets released from restrictions -                       5,171                

Total revenues without donor restrictions 12,917,419       10,686,447       

Expenses
Administrative 2,808,701         2,657,361         

Utilities 1,072,958         985,645            

Operating and maintenance 2,251,543         2,621,695         

Taxes and insurance 766,166            662,141            

Financial expenses 373,592            419,311            

Elderly care expenses 316,731            247,695            

Depreciation 1,941,427         1,148,526         

Total expenses 9,531,118         8,742,374         

Operating income and change in net assets 

without donor restrictions 3,386,301         1,944,073         

Net Assets With Donor Restrictions 

Contributions -                       3,334                

Net assets released from restrictions -                       (5,171)              

Change in net assets with donor restrictions -                       (1,837)              

Change in net assets 3,386,301         1,942,236         

Net Assets, Beginning 17,065,320       15,123,084       

Net Assets, Ending 20,451,621$     17,065,320$     

Fellowship Square Foundation, Inc. and Affiliates
Consolidated Statements of Operations and Changes in Net Assets
Years Ended June 30, 2020 and 2019

See notes to consolidated financial statements
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2020 2019

Cash Flows From Operating Activities
Change in net assets 3,386,301$       1,942,236$       

Adjustments to reconcile change in net assets 
to net cash provided by operating activities:

Depreciation 1,941,427         1,148,526         

Amortization of debt issuance costs 15,974              23,878              

Gain on sale of property and equipment (596,586)          -                       

Net realized and unrealized gains (191,755)          (103,467)          

Changes in assets and liabilities:
Accounts receivable 765,682            (777,578)          

Prepaid expenses and other current assets 303,617            (422,278)          

Accounts payable 98,335              (171,169)          

Accrued expenses and prepaid revenue (57,256)            1,302                

Tenant security deposits held in trust 3,851                (1,739)              

Net cash provided by operating activities 5,669,590         1,639,711         

Cash Flows From Investing Activities
Net purchases of property and equipment (2,165,783)       (579,180)          

Proceeds from sale of property and equipment 806,000            -                       

Net purchases of investments (5,021,189)       (11,184)            

Net cash used in investing activities (6,380,972)       (590,364)          

Cash Flows From Financing Activities

Proceeds from issuance of mortgage payable 24,892,976       -                       

Repayment of mortgage payable (1,097,521)       (906,639)          

Payment of debt issuance costs (1,107,282)       -                       

Net cash provided by (used in) financing activities 22,688,173       (906,639)          

Net change in cash, cash equivalents and  
restricted cash and cash equivalents 21,976,791       142,708            

Cash, Cash Equivalents and Restricted Cash and

Cash Equivalents, Beginning 6,248,608         6,105,900         

Cash, Cash Equivalents and Restricted Cash and
Cash Equivalents, Ending 28,225,399$     6,248,608$       

Fellowship Square Foundation, Inc. and Affiliates 
Consolidated Statements of Cash Flows
Years Ended June 30, 2020 and 2019

See notes to consolidated financial statements
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2020 2019

Fellowship Square Foundation, Inc. and Affiliates 
Consolidated Statements of Cash Flows
Years Ended June 30, 2020 and 2019

Reconciliation of Cash, Cash Equivalents and Restricted Cash
and Cash Equivalents

Cash and cash equivalents 3,347,170$       2,659,414$       

Deposits:
Tenant deposits held in trust 161,822            160,538            

Escrow deposits 15,285,076       1,635,425         

Replacement reserves 3,086,961         1,445,880         

Residual receipts 437,306            347,351            

Investments 5,907,064         -                       

Total cash, cash equivalents and restricted cash
and cash equivalents 28,225,399$     6,248,608$       

Supplemental Disclosure of Cash Flow Information
Interest paid 288,700$          355,382$          

Supplemental Disclosure of Noncash Investing 
and Financing Activities

Accounts payable, construction 1,133,374$       -$                     

See notes to consolidated financial statements
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Fellowship Square Foundation, Inc. and Affiliates
Notes to Consolidated Financial Statements
June 30, 2020 and 2019
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1. Nature of Business and Summary of Significant Accounting Policies

Nature of Business

Fellowship Square Foundation, Inc. (the Foundation) was organized as a nonstock, not-for-profit 
organization within the District of Columbia. The Foundation's purpose is to provide housing for 
elderly and physically disabled persons by owning, operating and managing government-subsidized
housing projects (the Projects). The Projects are regulated by the Department of Housing and Urban 
Development (HUD) with respect to rental charges, operating expenses, distributions to officers or 
directors and operating methods. The Foundation owns and operates the following Projects:

Lake Anne Fellowship House, Section I (Lake Anne I) consists of 140-units located in Reston, 
Virginia. The corporation is under a Regulatory Agreement and has a Section 8 Low Income 
Housing Contract with HUD. 

Lake Anne Fellowship House, Section II (Lake Anne II) consists of 100-units located in Reston, 
Virginia. The corporation is under a Regulatory Agreement and has a Section 8 Low Income 
Housing Contract with HUD.

The Foundation is the sole member or parent of the following Projects:

Lake Ridge Elderly Development, Inc. (Lake Ridge) is a not-for-profit corporation and consists 
of 100-units located in Woodbridge, Virginia. The corporation is financed through a direct loan 
under a Section 223(f) Mortgage Use Agreement, is under a Regulatory Agreement and has a 
Section 8 Low Income Housing Contract with HUD.

Largo Landing Elderly Developments, Inc. (Largo Landing) is a not-for-profit corporation and 
consists of 106-units located in Upper Marlboro, Maryland. The corporation is financed through a 
direct loan under a Section 223(f) Mortgage Use Agreement, is under a Regulatory Agreement 
and has a Section 8 Low Income Housing Contract with HUD.

Hunters Woods Elderly Developments of Virginia, Inc. (Hunters Woods) is a not-for-profit
corporation and consists of 224-units in Reston, Virginia. The corporation is financed through a 
direct loan under a Section 223(f) Mortgage Use Agreement, is under a Regulatory Agreement 
and has a Section 8 Low Income Housing Contract with HUD.

Lake Anne Elderly Development, Inc. was formed during fiscal year ended June 30, 2016 
and has not yet had any operations. During May 2020, the Foundation began working with a 
development partner on the replacement of the Lake Anne I and II buildings.

Principles of Consolidation

The consolidated financial statements include the accounts of the Foundation, Lake Anne I, 
Lake Anne II, Lake Ridge, Largo Landing and Hunters Woods (together the Corporation). 
All significant transactions and balances between the organizations have been eliminated in 
consolidation.

Subsequent Events

The Corporation evaluated subsequent events for recognition or disclosure through September 28, 
2020, the date the consolidated financial statements were available to be issued.
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Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions 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.

Cash, Cash Equivalents and Restricted Cash and Cash Equivalents

For purposes of the consolidated statements of cash flows, cash, cash equivalents and restricted 
cash and cash equivalents includes investments in highly liquid debt instruments purchased with 
an original maturity of three months or less.

Accounts Receivable

The Corporation provides an allowance for uncollectible accounts based on the reserve method 
using management's judgment. Residents are not required to provide collateral for services rendered. 
Payment for services is required upon receipt of invoice. Accounts are individually analyzed on a 
monthly basis for collectability. Once accounts are deemed uncollectible, the accounts are written off. 
Accounts receivable are considered fully collectible by management, and accordingly, no allowance 
for doubtful accounts is considered necessary.

Prepaid Expenses

Prepaid expenses on the June 30, 2019 consolidated balance sheet primarily consisted of costs 
related to refinancing and redevelopment projects at Hunters Woods that were being partially funded 
by the Foundation. Prepaid expenses on the June 30, 2020 consolidated balance sheet primarily 
consisted of costs related to the redevelopment projects at Lake Anne I and II that will be reimbursed 
to the Foundation.

Deposits

Deposits consist of cash restricted to use by HUD, escrow deposits limited for tax and insurance 
payments, other reserves and tenant security deposits. The use of interest earned on these cash 
balances is also limited.

Investments and Investment Risk

Investments in equity securities and investments in debt securities are measured at fair value in the 
consolidated balance sheets. The fair value of substantially all securities is determined by quoted 
market prices of the same or similar securities. Investment income or loss (including realized and 
unrealized gains and losses on investments, interest and dividends) is included in operating income 
and changes in net assets without donor restrictions unless the income or loss is restricted by donor 
or law. Interest income is measured as earned on the accrual basis. Dividends are measured based 
on the ex-dividend date. Purchases and sales of securities and realized gains and losses are 
recorded on a trade-date basis. 

The Corporation's investments are comprised of a variety of financial instruments and are managed 
by investment advisors. The fair values reported in the consolidated balance sheets are subject to 
various risks, including changes in the equity markets, the interest rate environment and general 
economic conditions. Due to the level of risk associated with investment securities and the level of 
uncertainty related to changes in the fair value of investment securities, it is reasonably possible that 
the amounts reported in the consolidated balance sheets could change materially in the near term.
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Property and Equipment

Property and equipment are recorded at cost. Depreciation is computed using the straight-line 
method over the estimated useful lives of the related assets. In May 2020, the Foundation, working 
with a development partner, started construction on a new building to replace the Lake Anne I and 
Lake Anne II's existing building. The completion of the new building is expected to be in June 2022, 
when all residents will be moved into the new building, and the existing building will be demolished. 
Thus, the remaining lives of substantially all fixed assets was revised to 24 months effective May 1, 
2020. Additionally during 2020, Hunters Woods' began renovation projects of the entire apartment
building and surrounding property which started in January 2020, as further described in Note 5, are 
expected to be completed in phases through June 2023. Additionally during 2020, the Foundation 
sold its Berryville property for approximately $806,000. The gain on sale of approximately $596,600 is 
included in other revenue on the consolidated statements of operations and changes in net assets.

Impairment of Property and Equipment

Property and equipment are evaluated for impairment whenever events or changes in circumstances 
indicate the carrying value of an asset may not be recoverable from the estimated future cash flows 
expected to result from its use and eventual disposition. If expected cash flows are less than the 
carrying value, an impairment loss is recognized equal to an amount by which the carrying value 
exceeds the fair value of the assets. Management determined there was no impairment at June 30, 
2020 and 2019.

Debt Issuance Costs

Debt issuance costs are being amortized over the term of the related debt using the straight-line 
method, which approximates the effective interest method. Total amortization expense included in 
financial expenses on the consolidated statements of operations and changes in net assets was 
$15,974 and $23,878 at June 30, 2020 and 2019, respectively. 

Rent Revenues

Rent revenues are recognized using rates established by HUD. Under the Regulatory Agreements, 
the Projects may not increase rents charged to tenants without prior HUD approval.

Income Taxes

The Corporation and its affiliates are not-for-profit corporations as described in Section 501(c)(3) 
of the Internal Revenue Code (IRC) and are exempt from federal income taxes on its income under 
Section 501(a) of the IRC.

Donor Restrictions

The Corporation reports gifts of cash and other assets as restricted support if they are received with 
donor stipulations that limit the use of the donated assets. When a donor restriction expires (that is, 
when a stipulated time restriction ends or a purpose restriction is accomplished), net assets with 
donor restrictions are reclassified as net assets without donor restrictions and reported in the 
consolidated statements of operations and changes in net assets as net assets released from 
restrictions.
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Net assets are classified and reported as follows:

Net Assets Without Donor Restrictions - Net assets that are not subject to donor-imposed 
stipulations. The Board of Directors may, at its discretion, designate net assets without 
donor restrictions for mission related purposes. 

Net Assets With Donor Restrictions - Net assets that are subject to donor-imposed restrictions. 
Some donor-imposed restrictions are temporary in nature, such as those that will be met by the 
passage of time or other events specified by the donor. Other donor-imposed restrictions are 
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. Net 
assets with donor restrictions includes $125,000 that is restricted to investment in perpetuity, the 
income from which is expendable to support the Corporation's programs. The amount held in 
perpetuity is made up of an endowment of cash and marketable securities that the Foundation 
received in September 1992. The remaining net assets with donor restrictions of $163,227 as of 
both June 30, 2020 and 2019, are purpose restricted for operational use.

Recent Accounting Pronouncements

Revenue Recognition

During May 2014, the Financial Accounting Standards Board (FASB) issued Accounting 
Standards Update (ASU) No. 2014-09, Revenue From Contracts With Customers. 
ASU No. 2014-09 establishes principles for recognizing revenue upon the transfer of 
promised goods or services to customers, in an amount that reflects the expected consideration 
received in exchange for those goods or services. The Corporation will be required to adopt 
the guidance in ASU No. 2014-09 in the year ending June 30, 2021. The amendments may be 
applied retrospectively to each prior period presented or retrospectively with the cumulative effect 
recognized as of the date of initial application. The Corporation is currently assessing the effect 
that ASU No. 2014-09 will have on its consolidated financial statements.

Restricted Cash

In 2020, the Corporation adopted the FASB's ASU No. 2016-18, Statement of Cash Flows 
(Topic 230): Restricted Cash. The amendments in this update require that a statement of cash 
flows explain the change during the period in the total of cash, cash equivalents and amounts 
generally described as restricted cash or restricted cash equivalents. Amounts generally 
described as restricted cash and restricted cash equivalents should be included with cash 
and cash equivalents when reconciling the beginning-of-period and end-of-period total 
amounts shown on the consolidated statements of cash flows. The Corporation has adjusted the 
presentation of these consolidated financial statements accordingly. ASU No. 2016-18 has been 
applied retrospectively to all periods presented.

As a result of the adoption of ASU No. 2016-18, the consolidated statement of cash flows of the 
Corporation for the year ended June 30, 2019 was adjusted as follows:

As Previously 
Reported

As Reported 
Under 

ASU No. 2016-18
Effect of 
Change

Change in tenant security deposits held in 
trust $ - $ (1,739) $ (1,739)

Net change in deposits 870,016 - (870,016)
Cash, cash equivalents and restricted cash 

and cash equivalents, beginning 1,644,951 6,105,900 4,460,949
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2. Regulatory Agreements

The Projects are operating under Regulatory Agreements (the Agreements) with HUD. Under the terms 
of the Agreements, the Projects are required to make monthly deposits into replacement reserves. 
The Projects are also required to deposit residual revenue, as defined, into a residual receipts account 
within 90 days of year-end. Disbursements from these accounts may only be made upon HUD approval 
and generally are not available for operating purposes. In addition, the Agreements stipulate that the 
Projects will not make distributions of assets or income to any of its officers or directors.

3. Fair Value Measurements and Investments

Fair Value Measurements

For financial instruments required to be measured at fair value on a recurring basis, fair value is 
defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Fair value is measured using a 
hierarchy prioritizing the inputs used in determining valuations into three levels. The level within the 
fair value hierarchy is based on the lowest level input that is significant to the fair value measurement. 

The levels of the fair value hierarchy are as follows: 

Level 1 - Unadjusted quoted prices in active markets that are accessible to the Corporation for 
identical instruments. 

Level 2 - Significant inputs, other than Level 1 inputs that are observable either directly or 
indirectly for substantially the full term of the instruments through corroboration with observable 
market data. 

Level 3 - Significant unobservable inputs. 

The Corporation did not hold any Level 2 or 3 financial instruments at June 30, 2020 and 2019.

The following table presents financial instruments reported at fair value, by caption on the 
consolidated balance sheets at June 30: 

Level 1

2020 2019

Investments:
Mutual funds:

Equity $ 2,272,417 $ 743,196
International 1,546,357 337,974
Fixed income 2,120,694 380,476
Other - 123,499

Equity securities - 872,556

Total investments reported at fair value 5,939,468 2,457,701

Cash and cash equivalents (a) 6,558,929 54,062

Total investments $ 12,498,397 $ 2,511,763

(a) Cash and cash equivalents is presented together to reconcile total investments on the 
consolidated balance sheets.
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Valuation Methodologies

Equity securities and mutual funds are valued at fair value based on quoted market prices in active 
markets.

Total return on the Corporation's investments consists of the following for the years ended June 30: 

2020 2019

Interest and dividend income $ 121,508 $ 108,950
Realized gains on investments 189,465 11,481
Net unrealized gains on investments 2,290 91,986

Total investment income $ 313,263 $ 212,417

4. Liquidity and Availability of Resources

Financial assets available for general expenditure within one year of the balance sheet date, consist of 
the following:

2020 2019

Financial assets:
Cash and cash equivalents $ 3,347,170 $ 2,659,414
Accounts receivable residents, net 132,370 898,052
Investments 12,498,397 2,511,763

Total financial assets available for general expenditure 
within one year 15,977,937 6,069,229

Less:
Surplus cash required to be deposited into 

residual receipts accounts (613,982) (299,722)
Net assets with donor restrictions (288,227) (288,227)

Total financial assets available to meet cash needs
for general expenditures within one year $ 15,075,728 $ 5,481,280

As part of the Corporation's liquidity management, it has a policy to structure its financial assets to be 
available as its general expenditures, liabilities and other obligations come due. 

As disclosed in Note 2, the Corporation is required to maintain reserve for replacement accounts and 
also deposit any residual revenue, as defined, into residual receipts accounts. The use of the funds in 
these accounts is subject to approval by HUD, and is generally limited to capital expenditures and service 
coordinator expenses. The Corporation had a balance of $3,524,267 and $1,793,231 at June 30, 2020 
and 2019, respectively, in its reserve for replacement and residual receipts accounts available for such 
limited purposes.

The Corporation had escrow deposits of $15,859,991 and $1,635,425 at June 30, 2020 and 2019, 
respectively, held in a separate account in accordance with the Agreements. These deposits are 
limited as to its use to the payment of real estate taxes and property and mortgage insurance and 
capital improvements.
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5. Property and Equipment

Major classifications of property and equipment and their respective depreciable lives are summarized 
below: 

2020 2019
Depreciable 

Lives

Land and land improvements $ 1,361,427 $ 1,565,833
Buildings and improvements 37,282,915 36,839,995 20 - 40 years
Building equipment 2,764,558 2,733,815 5 - 20 years
Furnishings and equipment 922,704 921,448 5 - 20 years
Motor vehicles 249,858 191,060 5 - 8 years
Construction in progress 2,845,669 -

45,427,131 42,252,151

Less accumulated depreciation (27,404,966) (25,463,539)

$ 18,022,165 $ 16,788,612

Construction-in-progress is associated with the design, engineering and construction costs related to 
Hunters Woods' renovation projects of the entire apartment building and surrounding property to be 
completed in phases through June 2023. The project is funded through a HUD mortgage (Note 6) and is 
to be used for the following purposes: to reconfigure apartments for residents with mobility issues; roof 
replacement; upgrades to air conditioning units; modernization of heating and cooling systems; updating 
building exterior, including surrounding landscaping; new entrance and lobby; new flooring; and lighting. 
Interest of approximately $345,000 was capitalized during the year ended June 30, 2020 related to this 
project. Hunters Woods has entered into construction contracts totaling approximately $7,900,000 
associated with phase I of the project, of which approximately $2,360,000 has been expended as of 
June 30, 2020.

6. Long-TermDebt

LakeAnne I

Lake Anne I was obligated under the terms of a mortgage dated December 1, 1991 to HUD in the 
original amount of $2,152,000. All fixed assets and income were pledged as collateral, and the 
mortgage bears interest at 3 percent per annum. Principal and interest payments on the mortgage 
were due monthly. The mortgage note was repaid in its entirety in 2020.

Lake Ridge

Lake Ridge is obligated under the terms of a Section 223(f) mortgage with HUD dated March 1, 2015. 
All property and equipment and income are pledged as collateral, and the mortgage bears interest at 
3.22 percent per annum and requires monthly debt service installments of $24,601 through April 1, 
2035. The principal balance was $5,042,697 and $5,173,248 at June 30, 2020 and 2019, 
respectively.

LargoLanding

Largo Landing is obligated under the terms of a Section 223(f) mortgage with HUD dated January 1, 
2015. All property and equipment and income are pledged as collateral, and the mortgage bears 
interest at 3.62 percent per annum and requires monthly debt service installments of $24,636 through 
July 1, 2034 and $12,970 from August 1, 2034 through January 1, 2045. The principal balance was 
$4,074,081 and $4,219,368 at June 30, 2020 and 2019, respectively.
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Hunters Woods

In March 2020, Hunters Woods entered into a HUD Section 223(f) mortgage, with CBRE Loan 
Services, Inc. All fixed assets and income are pledged as collateral, and the mortgage bears 
interest at 3.46 percent per annum, and requires monthly debt service installments of $101,971 
through February 2055. The principal balance was $24,689,752 at June 30, 2020.

Foundation

In May 2020, the Foundation received a loan pursuant to the Paycheck Protection Program (PPP), 
administered by the U.S. Small Business Administration. The PPP was authorized in the Coronavirus 
Aid, Relief and Economic Security (CARES) Act. The Corporation received the loan proceeds on 
June 23, 2020. The principal amount of the loan at June 30, 2020 is $80,700 and there are no 
collateral or guarantee requirements. Under the terms of the PPP, payments will be deferred to 
December 23, 2020. The loan will bear interest at 1 percent per annum, and will mature on June 23, 
2022. Subject to certain eligibility and certification requirements under the PPP, some or all of the 
loan amount may be forgiven; however, the amount and timing of any forgiveness is uncertain. 
Compliance with the terms and conditions of the funding received above is subject to future 
government review and interpretation as well as significant regulatory action for noncompliance. 
There can be no assurance that regulatory authorities will not challenge the Corporation's compliance 
with the terms and conditions, and it is not possible to determine the impact (if any) on the 
Corporation.

Long-term debt is summarized as follows:

2020 2019

Lake Anne I $ - $ 331,387
Lake Ridge 5,042,697 5,173,248
Largo Landing 4,074,081 4,219,368
Hunters Woods 24,689,752 -
Foundation 80,700 -

  Total 33,887,230 9,724,003

Less:
Current maturities (691,743) (350,059)
Debt issuance costs, net (1,854,748) (409,716)

$ 31,340,739 $ 8,964,228

Maturities of long-term debt are as follows for the years ending June 30:

Lake Ridge Largo Landing
Hunters 
Woods Foundation Total

2021 $ 134,817 $ 150,635 $ 375,307 $ 30,984 $ 691,743

2022 139,223 156,179 388,500 49,716 733,618

2023 143,773 161,928 402,158 - 707,859

2024 148,471 167,888 416,295 - 732,654

2025 153,323 174,067 430,930 - 758,320

Thereafter 4,323,090 3,263,384 22,676,562 - 30,263,036

Total $ 5,042,697 $ 4,074,081 $ 24,689,752 $ 80,700 $ 33,887,230

Interest expense of $330,283 and $374,359 is included in financial expenses on the consolidated 
statements of operations and changes in net assets for the years ended June 30, 2020 and 2019, 
respectively. 
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7. Expenses by Nature and Function

The Corporation's primary program service relates to providing housing for low income elderly and 
physically disabled individuals within its geographic location. Expenses by both natural and functional 
classification consist of the following for the year ended June 30:

2020

Program Administrative Total

Salaries, benefits and payroll taxes $ 2,317,148 $ 619,532 $ 2,936,680
Supplies 366,038 104,606 470,644
Operating and maintenance 897,513 - 897,513
Utilities 1,072,958 - 1,072,958
Taxes and insurance 522,471 - 522,471
Financial expenses 331,680 - 331,680
Depreciation 1,941,427 - 1,941,427
Other 996,758 163,483 1,160,241
Professional fees 127,985 69,519 197,504

Total $ 8,573,978 $ 957,140 $ 9,531,118

2019

Program Administrative Total

Salaries, benefits and payroll taxes $ 2,507,720 $ 322,677 $ 2,830,397
Supplies 357,929 65,538 423,467
Operating and maintenance 1,021,350 - 1,021,350
Utilities 985,645 - 985,645
Taxes and insurance 662,141 - 662,141
Financial expenses 375,140 - 375,140
Depreciation 1,148,526 - 1,148,526
Other 965,343 70,167 1,035,510
Professional fees 185,041 75,157 260,198

Total $ 8,208,835 $ 533,539 $ 8,742,374

Program service expenses consist of those expenses directly related to the operation of the facility that 
fulfill its purpose and mission. Expenses attributable to administrative services consist of those expenses 
relating to the oversight and management of the facility.

8. Contingencies

The Projects operate under Agreements with HUD. As part of the Agreements, residual receipts accounts 
have been established. According to Section 202 revised regulations, if HUD determines at any time that 
the Projects' funds held in the residual receipts account are more than the amount needed for the 
Projects' operations and reserve requirements, HUD may require that excess funds be placed in an 
account to be used to reduce housing assistance payments or for other Projects' purposes. Upon 
termination of the Agreements, any excess funds in the residual receipts account must be remitted to 
HUD. Due to uncertainties involving the excess funds, no estimate of the amount or range of possible 
loss, if any, can be made.

In December 2019, a novel strain of coronavirus (COVID-19) surfaced. The spread of COVID-19 around 
the world in 2020 has caused significant volatility in U.S. and international markets. There is significant 
uncertainty around the breadth and duration of business disruptions related to COVID-19, as well as its 
impact on the U.S. and international economies and, as such, the Projects are unable to determine if it 
will have a material impact to its operations.
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9. Current Vulnerability Due to Certain Concentrations

The Corporation's operations are concentrated in the multi-family real estate market. In addition, the 
Corporation operates in a heavily regulated environment. The operations of the Corporation are subject to 
the administrative directives, rules and regulations of federal, state and local regulatory agencies, 
including, but not limited to, HUD. Such administrative directives, rules and regulations are subject to 
change by an act of Congress or an administrative change mandated by HUD. Such changes may occur 
with little notice or inadequate funding to pay for the related cost, including the additional administrative 
burden, to comply with a change.

The Corporation receives a significant portion of its total revenue from HUD through Housing Assistance 
Payments for the Projects. A significant reduction in the level of this support, if it were to occur, may have 
an adverse effect on the Corporation's operations. 

10. Concentration of Credit Risk

Financial instruments which subject the Corporation to concentrations of credit risk consist primarily of 
cash and cash equivalents, equity securities, mutual funds and corporate bonds.

The Corporation maintains cash and cash equivalents accounts, which, at times, may exceed federally 
insured limits. The Corporation has not experienced any losses from maintain cash and cash equivalents 
accounts in excess of federally limited limits. Management believes it is not subject to any significant 
credit risk on its cash and cash equivalents accounts.



Lake Lake Lake Largo Hunters

Foundation Anne I Anne II Ridge Landing Woods Eliminations Consolidated

Assets

Current Assets
Cash and cash equivalents 934,722$          357,782$          356,628$          220,131$          444,697$          1,033,210$       -$                     3,347,170$       

Accounts receivable 32,491              2,610                4,102                27,716              60,982              4,469                -                       132,370            

Current portion of escrow deposits -                       -                       -                       -                       -                       1,133,374         -                       1,133,374         

Due from affiliates 95,116              -                       -                       -                       -                       -                       (95,116)            -                       

Prepaid expenses and other current assets 118,661            -                       -                       -                       -                       -                       -                       118,661            

Total current assets 1,180,990         360,392            360,730            247,847            505,679            2,171,053         (95,116)            4,731,575         

Deposits
Tenant deposits held in trust -                       20,584              20,765              35,669              38,564              46,240              -                       161,822            

Escrow deposits -                       119,200            1,595,325         36,407              222,065            13,312,079       -                       15,285,076       

Replacement reserves -                       243,234            174,510            822,532            634,998            1,211,687         -                       3,086,961         

Residual receipts -                       2,076                -                       89,231              345,999            -                       -                       437,306            

Total deposits -                       385,094            1,790,600         983,839            1,241,626         14,570,006       -                       18,971,165       

Investments 6,591,333         -                       -                       -                       -                       5,907,064         -                       12,498,397       

Property and Equipment, Net -                       1,082,082         1,166,963         4,116,273         3,836,207         7,820,640         -                       18,022,165       

Total assets 7,772,323$       1,827,568$       3,318,293$       5,347,959$       5,583,512$       30,468,763$     (95,116)$          54,223,302$     

Liabilities and Net Assets

Current Liabilities
Accounts payable, operations 4,988$              55,547$            34,518$            29,848$            25,472$            123,012$          -$                     273,385$          

Accounts payable, construction -                       -                       -                       -                       -                       1,133,374         -                       1,133,374         

Accrued wages payable 28,801              7,065                5,020                9,986                8,549                8,037                -                       67,458              

Accrued interest payable -                       -                       -                       13,571              12,339              71,189              -                       97,099              

Due to affiliates -                       21,906              2,425                18,069              16,658              36,058              (95,116)            -                       

Prepaid revenues -                       -                       5,045                1,016                -                       -                       -                       6,061                

Mortgage payable, current 30,984              -                       -                       134,817            150,635            375,307            -                       691,743            

Total current liabilities 64,773              84,518              47,008              207,307            213,653            1,746,977         (95,116)            2,269,120         

Tenant Deposits Held in Trust -                       20,584              20,765              35,669              38,564              46,240              -                       161,822            

Mortgage Payable, Long-Term 49,716              -                       -                       4,672,884         3,764,700         22,853,439       -                       31,340,739       

Total liabilities 114,489            105,102            67,773              4,915,860         4,016,917         24,646,656       (95,116)            33,771,681       

Net Assets 
Without donor restrictions 7,369,607         1,722,466         3,250,520         432,099            1,566,595         5,822,107         -                       20,163,394       

With donor restrictions 288,227            -                       -                       -                       -                       -                       -                       288,227            

Total net assets 7,657,834         1,722,466         3,250,520         432,099            1,566,595         5,822,107         -                       20,451,621       

Total liabilities and net assets 7,772,323$       1,827,568$       3,318,293$       5,347,959$       5,583,512$       30,468,763$     (95,116)$          54,223,302$     

Fellowship Square Foundation, Inc. and Affiliates

June 30, 2020
Consolidating Schedule, Balance Sheet
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Lake Lake Lake Largo Hunters

Foundation Anne I Anne II Ridge Landing Woods Eliminations Consolidated

Revenues Without Donor Restrictions
Net rental revenue -$                     2,005,110$       1,980,963$       1,605,021$       1,941,978$       3,615,709$       -$                     11,148,781$     

Investment income 285,972           2,567               18,790             1,741                2,006               2,187               -                       313,263           

Contributions 170,912           -                       -                       -                       -                       -                       -                       170,912           

Other revenue 691,413           130,228           5,478               149,392            43,941             61,511             -                       1,081,963        

Management fees 669,722           -                       -                       -                       -                       -                       (669,722)          -                       

Development fees 946,860           -                       -                       -                       -                       -                       (744,360)          202,500           

Total revenues without 
donor restrictions 2,764,879        2,137,905        2,005,231        1,756,154         1,987,925        3,679,407        (1,414,082)       12,917,419       

Expenses
Administrative 957,140           419,866           394,953           412,816            396,360           897,288           (669,722)          2,808,701        

Utilities -                       177,655           257,770           121,147            201,852           314,534           -                       1,072,958        

Operating and maintenance 9,422               333,786           343,265           413,857            420,994           730,219           -                       2,251,543        

Taxes and insurance 95,805             69,753             58,001             109,359            252,064           181,184           -                       766,166           

Financial expenses 1,397               -                       -                       196,863            175,332           -                       -                       373,592           

Elderly care expenses 5,113               40,416             32,549             89,163              57,488             92,002             -                       316,731           

Depreciation -                       169,026           261,336           360,270            198,363           952,432           -                       1,941,427        

Total expenses 1,068,877        1,210,502        1,347,874        1,703,475         1,702,453        3,167,659        (669,722)          9,531,118        

Operating income (loss) 1,696,002        927,403           657,357           52,679              285,472           511,748           (744,360)          3,386,301        

Development Fees -                       -                       -                       -                       -                       (744,360)          744,360           -                       

Net Assets Transfers 1,716,676        -                       (568,663)          -                       -                       (1,148,013)       -                       -                       

Change in net assets without 
donor restrictions 3,412,678        927,403           88,694             52,679              285,472           (1,380,625)       -                       3,386,301        

Net Assets, Beginning 4,245,156        795,063           3,161,826        379,420            1,281,123        7,202,732        -                       17,065,320       

Net Assets, Ending 7,657,834$       1,722,466$       3,250,520$       432,099$          1,566,595$       5,822,107$       -$                     20,451,621$     

Consolidating Schedule, Statement of Operations and Changes in Net Assets
Year Ended June 30, 2020

Fellowship Square Foundation, Inc. and Affiliates
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