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Independent Auditors' Report

Members of the Board of Directors
Team Red, White & Blue, Inc.
Atlanta, Georgia

Opinion

We have audited the accompanying financial statements of Team Red, White & Blue, Inc. (the
“Organization”), which are comprised of the statement of financial position as of December 31, 2020 and
2019, and the related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Team Red, White & Blue, Inc. as of December 31, 2020 and 2019, and the changes
in its net assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization's ability to
continue as a going concern within one year after the date that the financial statements are available to
be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing audits in accordance with generally accepted auditing standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audits.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audits 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, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audits.

Lbothman andl lompans -

Louisville, Kentucky
March 1, 2021
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Statements of Financial Position

Team Red, White & Blue, Inc.

Assets
Cash and cash equivalents
Investments
Accounts receivable
New member inventory
Property and equipment, net of accumulated
depreciation and amortization
Deposits

Total Assets
Liabilities and Net Assets
Liabilities
Accounts payable
Accrued expenses
Total Liabilities
Net Assets
Without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

See Accompanying Notes to Financial Statements

December 31

2020 2019
$ 1,842,103 387,719
970,742 795,450
8,924 15,034
321,228 237,817
1,206,724 876,801
7,047
$ 4,349,721 2,319,868
$ 209,666 6,341
26,559 31,789
236,225 38,130
3,813,752 2,229,562
299,744 52,176
4,113,496 2,281,738
$ 4,349,721 2,319,868
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Statements of Cash Flows

Team Red, White & Blue, Inc.

Year Ended December 31

2020 2019
Operating Activities
Increase (decrease) in net assets $ 1,831,758 $ (1,938,355)
Adjustments
Depreciation and amortization expense 273,661 164,428
Loss on disposal of property and equipment 60,845 1,326
Unrealized net gain on investments (53,731) (221,835)
Realized net loss on investments 1,751 4,480
Changes in operating assets and liabilities
Accounts receivable 6,110 450,479
Grants receivable 110,000
New member inventory (83,411) 197,058
Deposits 7,047 750
Accounts payable 203,325 (43,163)
Accrued expenses (5,230) (20,394)
Net Cash Provided By (Used In) Operating Activities 2,242,125 (1,295,226)
Investing Activities
Purchases of property and equipment (665,407) (481,926)
Proceeds from sale of property and equipment 978
Purchase of investments (423,312) (442,774)
Proceeds from sale of investments 300,000 1,450,000
Payments on note receivable 18,773
Net Cash Provided By (Used In) Investing Activities (787,741) 544,073
Net Increase (Decrease) in Cash and Cash Equivalents 1,454,384 (751,153)
Cash and Cash Equivalents Beginning of Year 387,719 1,138,872

Cash and Cash Equivalents End of Year $ 1,842,103 $ 387,719

See Accompanying Notes to Financial Statements



Notes to the Financial Statements
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note A--Nature of Activities

Team Red, White & Blue, Inc. (the “Organization”) is a non-profit organization that enriches the lives of
America’s veterans by connecting them to their community through physical and social activities throughout
the United States. The Organization has approximately 200 local chapters operating in the United States,
whose operations are included in the accompanying financial statements. The Organization’s primary
sources of revenue are derived from races and events, in-kind contributions of good and services,
contributions, grants and merchandise sales.

Note B--Summary of Significant Accounting Policies

The Organization follows generally accepted accounting principles as outlined in the Financial Accounting
Standard Board’s (“FASB”) Accounting Standards Codification (“ASC”). Significant accounting policies are
as follows:

Financial Statement Presentation--The Organization is required to report information regarding its financial
position and activities according to two classes of net assets (net assets without donor restrictions and net
assets with donor restrictions) based upon the existence or absence of donor-imposed restrictions.

Cash and Cash Equivalents--The Organization considers all highly liquid investments with maturities when
purchased of three months or less, that are not designated for a specific purpose, to be cash equivalents.

Valuation of Investments--Investments in marketable securities with readily determinable fair values are
reported at their fair values. Purchases and sales are recorded on a trade-date basis. Realized and
unrealized gains and losses are included in the statements of activities as support without donor restrictions.
Interest income is recorded on the accrual basis. Dividends are recorded on the ex-dividend date.

New Member Inventory--Inventory is mainly made up of shirts and other items that are donated to the
Organization by a third party. The Organization records the value of the inventory based on comparable
prices found in the market. The inventory is managed by a third-party.

Property and Equipment--Property and equipment is stated at cost if purchased, or at fair value as of the
date contributed. The Organization capitalizes purchases of equipment and furniture if greater than
$2,000. Depreciation and amortization is computed using the straight-line method over the estimated
useful life of the related assets. Depreciation and amortization expense includes $270,400 and $158,999
of amortization expense associated with the Organization’s website and software and $3,261 and $5,429
of depreciation expense on leasehold improvements and equipment during the years ended December
31, 2020 and 2019, respectively.

Continued



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note B--Summary of Significant Accounting Policies--Continued

Revenue Recognition--The Organization generates revenues and support from various activities
associated with its mission, such as races and events, merchandise sales, donations from various
sources (including in-kind goods and services), and grants. Following is information about each key
source of revenues.

e The Organization charges a fee for individuals to participate in Organization sponsored races and
events or from events or races sponsored by others for which the Organization is the beneficiary.
The Organization recognizes support in the statement of activities upon the completion of the
event or race.

e Sales of merchandise consist of apparel and other items depicting the Organization’s logo sold
through an online retailer. The Organization recognizes revenue related to merchandise sales at
the time of shipment when persuasive evidence of a contract exists, delivery has occurred, the
sales price is fixed or determinable, and collection is probable.

e Contributions and grants are earned from individual, corporate and foundation donations. Unless
otherwise specified in an agreement, the Organization recognizes support when an agreement is
signed and/or when a check is received. They are recorded as with or without donor restrictions
depending on the existence and/or nature of any donor-imposed restrictions. When a donor
restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, such contributions and grants are reclassified to net assets without donor
restrictions and reported in the statements of activities as net assets released from restrictions.
For multi-year grants, revenue is recognized in installments over the period specified or based on
a payment schedule determined by the grantor.

e In-kind contributions consist of merchandise and athletic gear or services. They are recorded at
fair value and recognized as support and program service expenses in the accounting period
when they are received. Contributions of legal and advertising services and rent are likewise
recorded at fair value and recognized as management and general expenses. Contributions of
property and equipment are recorded at fair value and capitalized on the statements of financial
position. Administrative operations are conducted in the residences of the Organization’s
directors and officers without cost. The Organization also receives free services from a variety of
unpaid volunteers.

Allocation of Functional Expenses--Most expenses are charged directly to program services,
management and general, or fundraising based on specific identification. The salaries are allocated
based on the percentage of hours worked toward a specific program by each employee. Rent and other
occupancy costs are allocated based on space usage.

Advertising Costs--Advertising costs are expensed as incurred. Total advertising expense was $100,769
and $664,174 during the years ended December 31, 2020 and 2019, respectively.

Continued



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note B--Summary of Significant Accounting Policies—Continued

Fair Value of Financial Instruments--The carrying amounts for assets, other than property and equipment,
and liabilities approximate their fair values due to their short maturity.

Use of Estimates--The preparation of financial statements in accordance with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of support, revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Income Taxes--The Organization is exempt from federal and state income taxes under Section 501(c)(3) of
the Internal Revenue Code. Accordingly, no provision for federal or state income taxes is reflected in the
accompanying financial statements. The Organization had no unrelated business income during the years
ended December 31, 2020 and 2019.

Generally accepted accounting principles prescribe a comprehensive model for how an entity should
measure, recognize, present and disclose in its financial statements uncertain tax positions that an entity
has taken or expects to take on a tax return. The Organization determined that it had no uncertain tax
positions as of December 31, 2020 or 2019.

Reclassifications--Certain amounts in the 2019 financial statements have been reclassified to conform to the
2020 presentation.

Note C--Investments and Fair Value Measurements

Accounting principles generally accepted in the United States of America establish a framework to
measure fair value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into three levels. Financial assets valued using Level 1 inputs are
based on unadjusted quoted market prices within active markets. Financial assets valued using Level 2
inputs are based primarily on quoted prices for similar assets in active or inactive markets. Financial
assets valued using Level 3 inputs are based on significant unobservable inputs. The Organization does
not have any Level 2 or Level 3 financial assets as of December 31, 2020 or 2019.

Continued



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note C--Investments and Fair Value Measurements—Continued

Level 1 Fair Value Measurements--The fair value of mutual funds is based on quoted net asset values of
the shares held at year-end. The fair values of common stock and options, exchanged traded and closed
end funds, hedge funds, and partnership interest in stock and bonds are based on quoted market prices.

Fair values of investments are as follows:

Value Using Level 1 Inputs
December 31

2020 2019
Cash equivalents $ 6,332 $ 8,779
Exchange traded funds 964,410 786,671

$ 970,742 $ 795,450

Investment income (loss), net of expenses was as follows:

Yeas Ended December 31

2020 2019
Interest and dividends $ 23,312 $ 44,234
Realized loss, net of investment fees (1,751) (4,480)
Unrealized gain 53,731 221,835
$ 75,292 $ 261,589

Note D--Conditional Grant

In January 2020, the Organization received a grant to be used in support of general programs of the
Organization over a three-year period from January 2020 through December 2022. This grant contained
certain annual milestones and commitments that the Organization was required to meet to obtain each
annual installment payment. The grant is in the amount of $4,750,000, receivable in three annual
installments based on the Organization’s ability to meet the requirements of this grant. The first
installment was earned and received in February 2020 in the amount of $1,750,000 and was recorded on
that date as unrestricted grant support. The second installment was received in January 2021, and the
third installment is scheduled to be received in January 2022, each in the amount of $1,500,000, subject
to the Organization meeting the grant requirements for each year. Management considers receipt of the
remaining amount to be conditional based on the Organization’s ability to satisfy the grant requirements,
and thus these installments are not recorded in the Organization’s 2020 financial statements.

-10-



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note E--Property and Equipment
Property and equipment consists of the following:

December 31

2020 2019
Office equipment and furniture $ 15,470 $ 25,482
Leasehold improvements 110,494 174,403
Software and website 1,652,934 987,526

1,778,898 1,187,411
Less accumulated depreciation and amortization 572,174 310,610

Net Property and Equipment $ 1,206,724 $ 876,801

Note F--Net Assets With Donor Restrictions

Net assets with donor restrictions consist of the following:

Contributions Released
January 1, and from December 31,
2020 Grants Restrictions 2020
Restricted for specific purposes:
Regional Chapter operations $ 52,176  $ 251441  § 3873 § 299,744
Contributions Released
January 1, and from December 31,
2019 Grants Restrictions 2019
Restricted for specific purposes:
Regional Chapter operations $ 70,479 $ 8,006 $ 26,309 $ 52,176
Other operational expenses 300,000 300,000
$ 370479 $ 8,006 $ 326,309 $ 52,176

-11-



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note G--Paycheck Protection Program

In May 2020, the Organization obtained a U.S. Small Business Administration (“SBA”) Paycheck
Protection Program loan (“PPP”) of $656,695, which has an interest rate of 1% and is due in May 2022.
Monthly payments are not due at this time. The PPP loan, when used for certain expenses (payroll,
retirement contributions, health insurance costs, rent and utilities), can be forgiven.

In June 2020, the FASB provided technical guidance which stated that the proceeds from SBA PPP loans
could be accounted for as either debt or a government grant. Management elected to account for this
unique lending vehicle as a government grant having substantially met all of the conditions of the PPP
loan. Subsequent to the end of the year, the Organization applied for full forgiveness of the PPP loan and
accrued interest; a resolution from the SBA is still pending.

Note H--Liquidity and Availability of Financial Assets

The Organization’s major sources of support are corporate grants and contributions, and even though
this support can fluctuate significantly from year to year, the Organization has a strong cash position to
cover its monthly financial obligations.

The following table reflects the Organization’s financial assets as of the balance sheet date, reduced by

amounts not available for general use within one year because of contractual or donor-imposed
restrictions or internal designations.

December 31

2020 2019
Cash and cash equivalents $ 1,842,103 $ 387,719
Accounts receivable, to be collected in less than one year 8,924 15,034
Investments 970,742 795,450
Total financial assets, excluding noncurrent receivables 2,821,769 1,198,203
Less contractual or donor-imposed restrictions:
Cash restricted by donors for specific uses 299,744 52,176

Financial Assets Available to Meet Cash Needs for
Expenditures Within One Year $ 2,522,025 § 1,146,027

-12-



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note I--In-Kind Contributions
The Organization received contributed goods and services for the following:

Year Ended December 31

2020 2019
Merchandise and athletic gear $ 214,026 $ 190,730
Chapter expenses 7,627 47,037
Advertising and marketing services 120,545 1,749,796
Legal services 120,000 160,000
Total In-Kind Contributions $ 462,198 $ 2,147,563

Note J--Operating Lease Commitments

The Organization leases office space under non-cancellable operating lease agreements. Occupancy
expense was $112,547 and $185,448 for the years ended December 31, 2020 and 2019, respectively.

Future minimum annual payments under operating leases with initial or remaining non-cancelable terms
of one year or more are as follows:

Year Ending December 31

2021 $ 81,091
2022 82,246
2023 89,400
2024 and beyond 53,347

$ 306,084

Note K--Concentrations

The Organization maintains its cash and cash equivalents at two financial institutions. The Federal
Deposit Insurance Corporation (“FDIC”) insures these balances up to $250,000 at each institution. At
December 31, 2020 and 2019, the Organization’s cash account at one bank exceeded the FDIC insured
amount by approximately $1,592,000 and $196,000, respectively.

-13-



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note L--Retirement Plan

The Organization has a defined contribution 401(k) plan covering all employees after attaining the age of
eighteen. The plan is subject to the provisions of the Employment Income Security Act of 1974 (“ERISA”).
The Organization made discretionary or matching contributions of $32,281 and $43,094 to the plan for the
years ended December 31, 2020 and 2019, respectively.

Note M--Contingencies

In March 2020, the World Health Organization declared the spread of Coronavirus Disease (“COVID-19”)
a worldwide pandemic. The COVID-19 pandemic is having significant effects on global markets, supply
chains, businesses, and communities. Specific to the Organization, COVID-19 may impact various parts
of its 2021 operations and financial results. Management believes the Organization is taking appropriate
actions to mitigate the negative impact of the pandemic. However, the full impact of COVID-19 is
unknown, cannot be reasonably estimated, and are still developing.

Note N--Future Accounting Standards

On February 25, 2016, the FASB issued Accounting Standards Update (“ASU”) No. 2016-02 Leases
(Topic 842). This new standard, which the Organization is not required to adopt until its year ending
December 31, 2022, is intended to improve financial reporting about leasing transactions by requiring
entities that lease assets to recognize on their statement of financial position the assets and liabilities for
the rights and obligations created by those leases, and to provide additional disclosures regarding the
leases. Leases with terms (as defined in the ASU) of twelve months or less are not required to be
reflected on an entity’s statement of financial position.

On September 17, 2020, the FASB issued ASU No. 2020-07 Not-for-Profit Entities (Topic 958). This new
standard, which the Organization is not required to adopt until its year ending December 31, 2021, is
intended to increase transparency for contributed nonfinancial assets through enhancements to
presentation and disclosure. Nonfinancial assets include property and equipment, use of property and
equipment or utilities, materials and supplies, services and unconditional promises of those assets.

The Organization is presently evaluating the effects that these ASUs will have on its future financial
statements, including related disclosures.

-14-



Notes to the Financial Statements--Continued
Team Red, White & Blue, Inc.

December 31, 2020 and 2019

Note O--Subsequent Events

Events that occur after the statement of financial position date, but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent events
that provide evidence about conditions that existed at the statement of financial position date are recognized
in the accompanying financial statements. Subsequent events which provide evidence about conditions that
existed after the statement of financial position date require disclosure in the accompanying notes to the
financial statements. Management evaluated the activity of the Organization through March 1, 2021, the
date the financial statements were available to be issued, and concluded that the following subsequent
event has occurred that would require recognition in the financial statements or disclosure in the notes to the
financial statements.

The PPP allows certain eligible borrowers that previously received a PPP loan to apply for a Second Draw
PPP loan with the same general loan terms as their First Draw PPP loan. On February 3, 2021, the
Organization received the Second Draw PPP loan in the amount of $655,695. Similar to the First Draw PPP
loan received, the Second Draw PPP loan has an interest rate of 1% and is due in February 2023. The
Second Draw PPP loan, when used for certain expenses, can be forgiven. The Organization intends to treat
the Second Draw PPP loan similarly to the First Draw PPP loan discussed in Note G, recording it as a
government grant when the appropriate expenses have been incurred and all other requirements have been
met.
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