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Independent Auditor’s Report

To the Board of Directors
Florence Immigrant and Refugee Rights Project, Inc.

We have audited the accompanying financial statements of Florence Immigrant and Refugee Rights
Project, Inc. (a nonprofit organization), which comprise the statement of financial position as of
December 31, 2019, and the related statements of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Florence Immigrant and Refugee Rights Project, Inc. as of December 31, 2019, and
the changes in its net assets and its cash flows for the year then ended in accordance with accounting

principles generally accepted in the United States of America.

Waeo, Neal cPh< P

Scottsdale, Arizona
August 7, 2020



Florence Immigrant and Refugee Rights Project, Inc.
Statement of Financial Position

December 31, 2019
Assets
Current assets:
Cash and cash equivalents $ 5,499,245
Investments 5,604,142
Grants and contracts receivable 1,990,356
Accrued interest receivable 14,830
Prepaid expenses 65,254
Total current assets 13,173,827
Security deposits 33,718
Property and equipment, net of accumulated depreciation
of $243,587 431,875
Total assets $ 13,639,420

Liabilities and Net Assets
Current liabilities:

Accounts payable $ 288,219
Accrued expenses 201,531
Total current liabilities 489,750
Net assets:
Without donor restrictions 9,353,091
With donor restrictions 3,796,579
Total net assets 13,149,670
Total liabilities and net assets $ 13,639,420

The accompanying notes are an integral part of these financial statements.
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Florence Immigrant and Refugee Rights Project, Inc.
Statement of Activities

For the Year Ended December 31, 2019

Operating activities:
Contributions
Grants and contracts
Investment income
Net assets released from restrictions
Total revenue, support, and other changes

Expenses:
Program services:
Legal services
Supporting services:
Management and general
Fundraising

Total expenses
Change in net assets

Net assets at beginning of year
Prior period adjustment

Net assets at end of year

‘Without Donor With Donor
Restrictions Restrictions Total

$ 2,966,990 $ 2,923,149 5,890,139
5,678,810 - 5,678,810
282,598 - 282,598
2,042,218 (2,042,218) -
10,970,616 880,931 11,851,547
7,544,242 - 7,544,242
750,505 - 750,505
609,837 - 609,837
8,904,584 - 8,904,584
2,066,032 880,931 2,946,963
7,313,370 2,915,648 10,229,018
(26,311) - (26,311)
$ 9,353,091 $ 3,796,579 13,149,670

The accompanying notes are an integral part of these financial statements.
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Florence Immigrant and Refugee Rights Project, Inc.

Compensation and related expense:

Compensation

Payroll taxes and benefits
Total compensation and related
expense

Accounting fees

Client services

Depreciation

Equipment rental and maintenance
Facilities rent

Fundraising and development
Insurance

Legal materials
Miscellaneous

Office expense

Office repair and maintenance
Operating supplies

Outside services

Policy advocacy

Postage

Professional dues

Staff events

Telephone

Training

Utilities

Vehicle and travel

Total functional expenses

The accompanying notes are an integral part of these financial statements.

Statement of Functional Expenses
For the Year Ended December 31, 2019

Supporting
Program Services-
Services — Management

Legal Services and General Fundraising Total
§ 5,030,530 $ 400,156 $ 285,826 $ 5,716,512
854,119 67,941 48,529 970,589
5,884,649 468,097 334,355 6,687,101
- 63,010 - 63,010
245,918 - - 245,918
21,716 4,343 2,895 28,954
24,063 4,813 3,208 32,084
288,082 57,616 38,411 384,109
- - 129,223 129,223
41,059 8,212 5,474 54,745
35,718 - - 35,718
44,998 9,000 5,999 59,997
162,268 32,454 21,635 216,357
36,502 7,300 4,867 48,669
122,031 24,406 16,270 162,707
177,551 - - 177,551
410 - - 410
50,394 10,079 6,719 67,192
25,158 - - 25,158
70,224 - - 70,224
68,143 13,629 9,085 90,857
7,629 - - 7,629
5,196 1,039 693 6,928
232,533 46,507 31,003 310,043
$ 7,544,242 $ 750,505 § 609,837 § 8,904,584
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Florence Immigrant and Refugee Rights Project, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2019

Cash flows from operating activities:
Change in net assets $ 2,946,963
Adjustments to reconcile change in net assets to
net cash flows provided by operating activities:

Depreciation expense 28,954
Changes in asset and liability accounts:
Decrease in accrued interest receivable 9,133
Increase in grants and contracts receivable (986,040)
Decrease in accounts receivable 17,864
Decrease in prepaid expenses 34,851
Increase in security deposits (12,031)
Increase in accounts payable 200,878
Increase in accrued expenses 54,733
Decrease in deferred revenue (309,320)
Net cash provided by operating activities 1,985,985
Cash flows from investing activities:
Purchases of investments (3,002,925)
Proceeds from matured investments 3,222,152
Purchased of property and equipment (87,044)
Net cash provided by investing activities 132,183
Net change in cash and cash equivalents ‘ 2,118,168
Cash and cash equivalents, beginning of year 3,381,077
Cash and cash equivalents, end of year $ 5,499,245

The accompanying notes are an integral part of these financial statements.
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Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Note 1 — Nature of Activities and Summary of Significant Accounting Policies

Nature of Activities

Florence Immigrant and Refugee Rights Project, Inc. (the "Project") is a nonprofit, community-
based legal service organization that provides and coordinates legal and related social services to
indigent men, women, and unaccompanied children detained in Arizona for immigration removal
proceedings. The Project strives to ensure that detained individuals have access to counsel,
understand their rights under immigration law, and are treated fairly and humanely by the judicial
system. Programs are funded primarily through grants and contributions.

Basis of Presentation

The financial statements are prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States.

The Project reports information regarding its financial position and activities based on the existence
or absence of restrictions imposed by donors or grantors. Accordingly, net assets and changes
therein are classified and reported as follows:

Without Donor Restrictions — Net assets available for use in general operations and not subject
to donor or grantor restrictions, including, if applicable, net assets that have been designated
by the Board of Directors for expenditure on specific purposes or projects.

With Donor Restrictions — Net assets subject to restrictions imposed by donors or grantors.
Most donor restrictions are temporary in nature; those restrictions will be met by actions of the
Project or by the passage of time. Restrictions can be perpetual in nature, where the donor has
stipulated the funds be maintained in perpetuity. At year — end there are no restrictions that
are perpetual in nature.

Cash and Cash Equivalents

The Project considers cash and cash equivalents to be cash on hand, demand deposits and short-
term investments with original maturities of 90 days or less. The Project continually monitors its
positions with and the credit quality of the financial institutions with which funds are held. Money
market cash equivalents held at a brokerage institution at year-end total $3,878,711 of the total cash
and cash equivalents balance.

Fair Value Measurements

Fair value measurements are based on the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction. In order to increase consistency and comparability in
fair value measurements, a hierarchy prioritizes observable and unobservable inputs into three
levels. Observable inputs are assumptions based on market data obtained from independent
sources, which is stock exchange valuations. Unobservable inputs are inputs for which there is no
market information available, which instead use the best information available for pricing assets
and liabilities.

In determining fair value, the Project utilizes valuation techniques that maximizes the use of
observable inputs and minimize unobservable inputs in the assessment of fair value. Currently,
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Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

there are no unobservable valuations used by the Project.
The fair value hierarchy defines three levels as follows:

Level 1: Valuations based on quoted prices in an active market that are accessible at the
measurement date for identical assets or liabilities. The fair value hierarchy gives the highest
priority to Level 1 inputs.

Level 2: Valuations based on observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities in active markets; or model — derived valuations in which all significant
inputs are observable or can be derived principally from or corroborated with observable market
data.

Level 3: Valuations based on unobservable inputs for which market data are not available and that
are developed using the best information available about the assumptions that market participants
would use when pricing the asset or liability. The fair value gives lowest priority to Level 3 inputs.

Investments

Investments are reported at fair value in the statement of financial position. Interest and dividends
and realized and unrealized gains and losses are included in operating activities. Investment
income and gains restricted by a donor are reported as increases in net assets without donor
restrictions if the restrictions are met (either by passage of time or by use) in the reporting period in
which the income and gains are recognized. Due to the level of risk associated with certain
investment securities and the level of uncertainty related to changes in value of investment
securities, it is at least possible that changes in risks in the near term could materially affect
investment balances.

Contributions

Unconditional contributions are recognized when pledged and recorded as net assets without donor
restrictions or net assets with donor restrictions, depending on the existence and nature of any
donor-imposed restrictions. Conditional promises to give are recognized when the conditions on
which they depend are substantially met. Gifts of cash and other assets are reported with donor
restricted support if they are received with donor stipulations that limit the use of the donated
assets.

When a restriction expires, net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statement of activities as net assets released from restrictions.
Donor-restricted contributions whose restrictions are met in the same reporting period are reported
as net assets without donor restricted support. Donations of property and equipment are recorded as
support at their estimated fair value at the date of donation. Contributions restricted for the
acquisition of land, building, and equipment are reported as net assets without donor restriction
upon acquisition of the assets and the assets are placed in service.

Concentration of Credit Risk

Financial instruments that potentially subject the Project to concentrations of credit risk consist of
cash deposits in excess of FDIC limitations. The Project maintains its cash balances with financial



Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Institutions. At times, these balances exceed the FDIC insured limits. The Project has not
experienced any loss on these accounts and believes there is no significant exposure of credit risk
on cash and cash equivalents.

Grants and Contracts Receivable

Grants and contracts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a
provision for bad debt expense and an adjustment to a valuation allowance based on its assessment
of the status of individual receivables from grants and contracts. Balances that are still outstanding
after management has used reasonable collection efforts are written off through a charge to the
valuation allowance and a credit to the applicable receivable.

Property and Equipment

Property and equipment are recorded at cost, or if donated, at the estimated fair market value at the
date of receipt. Depreciation is computed using the straight-line method over the estimated useful
lives of the related assets which range from five to forty years. In general, acquisition of property
and equipment in excess of $5,000 is capitalized.

Compensated Absences

Compensated absences are those absences for which employees will be paid, such as vacation
leave. A liability for compensated absences that is attributable to services already rendered and that
is not contingent on a specific event, outside the control of the Project and its employees, is accrued
as employees earn the rights to the benefits.

Contributed Materials and Services

Donated materials and services which meet the criteria for recognition are recorded in the
accompanying financial statements at fair market value at the date of donation.

Federal and State Income Taxes

The Project is exempt from federal and state income taxation under Section 501(c)(3) of the
Internal Revenue Code and under Title 43 of the Arizona Revised Statutes, as amended.
Accordingly, no provision for income taxes has been made in these financial statements. The
Project has determined that it does not have any material unrecognized tax benefits or obligations as
of December 31, 2019. The Project’s federal and state tax filings are generally subject to
examination by the taxing authorities for three years after the date filed. Tax years 2016 through
2018 remain within the three-year statutory period of examination.

Measure of Operations

The statement of activities reports all changes in net assets. Operating activities consist of those
items attributable to ongoing activities. Non — operating activities are limited to other activities
considered to be of a more unusual or nonrecurring nature.



Note 2 -

Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

New Accounting Pronouncement

During 2019, the Project adopted the Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) No. 2016-01, Financial Instruments — Recognition and Measurement of
Financial Assets and Liabilities. The update requires investments to be measured at fair value with
the changes in fair value recognized in net income. Previously, the Project measured investment
value at amortized cost. The ASU has been applied retrospectively to all periods.

Functional Allocation of Expenses

The cost of providing program and other activities have been summarized on a functional basis in
the statement of activities. As such, certain costs have been allocated among programs and
supporting activities. Management on a fair and equitable basis determines such allocations.

The expenses that are allocated include the following:

Expense Method of Allocation
Salaries and benefits Time and effort
Depreciation Square footage
Facilities rent Square footage
Utilities Square footage
Professional services Analysis of purpose
Equipment rental and maintenance Analysis of purpose
Property and casualty insurance Analysis of purpose
Office maintenance and supplies Analysis of purpose
Vehicle and travel Analysis of purpose
Telephone Analysis of purpose

Use of Estimates

The preparation of 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 financial statements and reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Prior Period Adjustment for Adoption of ASU No. 2016-01

The effect of the adjustment is as follows:

Without Donor With Donor Total Net
Statement of Financial Position Restrictions Restrictions Assets
Previously stated for net assets at 12/31/2018 $ 7,313,370 $ 2,915,648 $ 10,229,018
Retrospective adjustment to record
investments at fair value (26,311) - (26,311)
Net assets restated at 12/31/2018 $ 7,287,059 $ 2,915,648 $ 10,202,707
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Note 3 -

Note 4 -

Note 5 -

Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Net Assets — With Donor Restrictions

Donor restricted net assets consist for the following purposes at December 31, 2019:

Subject to expenditure for specified purpose:
Legal services activities:

Compensation, benefits, and general support § 3,636,984
Video and website production 143,792
Community outreach costs 15,803
§ 3,796,579

Liquidity

Financial assets available within one year of the balance sheet date for general expenditure are as
follows:

Cash and cash equivalents $ 5,499,245
Investments 5,604,142
Grants and contracts receivable 1,990,356
Accrued interest receivable 14,830
Prepaid expenses 65,254

$ 13,173,827

As part of its liquidity management, the Project structures its financial assets to be available as its
general expenses and liabilities come due. In addition, the Project invests cash in excess of daily
requirements in short-term investments.

Cash

Cash is composed of available cash balances. The Project maintains its cash in bank and brokerage
deposit accounts.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the Project’s deposits may not be
returned to it. The Project does not have a deposit policy for custodial credit risk. All bank
deposits held by financial institutions at year end were subject to FDIC coverage limits. At year-
end, the bank balance of cash and cash equivalents was $5,080,281. Of this amount, $4,596,289
was exposed to custodial credit risk.

The certificates of deposit are individually held at separate financial institutions. These deposits are
insured up to $250,000 per institution by the FDIC. At year — end, there was no exposure to
custodial credit risk.
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Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Note 6 - Investments

Investments consist of the following at December 31, 2019:

Certificates of deposit $ 1,206,191
Government bonds 2,992,012
Corporate bonds 1,405,939

3 5,604,142

Investment income consists of the following for the year ended December 31, 2019:

Interest and dividends $ 174,396
Realized gains 35,573
Unrealized gains 72,629

$ 282,598

Note 7 — Grants and Contracts Receivable

Grants and contracts receivable are deemed to be fully collectible by management and consist of the
following amounts as of December 31, 2019:

Vera Institute of Justice $ 1,934,189
Other 56,167
$ 1,990,356

Note 8 — Property and Equipment

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

Land $ 42,500
Building 414,839
Leasehold improvements 81,319
Office furniture and equipment 136,804
675,462

Less accumulated depreciation (243,587)
$ 431,875

Note 9 — Compensated Absences

The Project has established a policy to pay each employee their accrued vacation time upon
termination. It is the Project’s policy to permit employees to accumulate earned but unused
vacation time. Employees can carry forward 120 hours into the next year. The cost of current
leave privileges is recognized as a current year expense in the period in which it is earned, in
accordance with generally accepted accounting principles.

At December 31, 2019 total leave to be paid upon termination totaled $201,531.
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Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Note 10 — Defined Contribution Plan
Tax Sheltered Annuity Plan 403(b)

The Project sponsors a defined contribution pension plan, also known as a tax sheltered annuity
plan, under section 403(b) of the Internal Revenue Code. Employees are eligible to participate
upon hire for purposes of making elective deferrals. Employees who have attained 21 years of age
and have completed 12 months of continuous service are eligible to receive employer matching
contributions.

The Project matches employee deferrals in accordance with a discretionary matching contribution
equal to a uniform percentage or dollar amount of employee elective deferrals. Each year, the
Project will determine the formula for the discretionary matching contribution. In order to share in
the matching contribution, the employee must be employed on the last day of the plan year and
must complete at least 1,000 hours of service during the plan year. The Project contributed $57,751
in matching contributions for the year ended December 31, 2019.

Note 11 — Commitments and Contingencies
The Project is obligated under the terms of non-cancellable operating leases for the rental of office
and storage space for several of its administrative locations. Rental expense for these leases for the

year ended December 31, 2019 totaled $384,109.

Future minimum lease payments are as follows for the years ending December 31:

2020 $ 591,813
2021 609,227
2022 356,177
2023 229,762
2024 234,357
Thereafter 524,320

$ 2,545,656

Note 12 - Current Vulnerability Due to Certain Concentrations

The Project received approximately 48% of its support through agreements with the Vera Institute
of Justice during the year ended December 31, 2019. Programs operated by the Florence Project
depend on continued support by Vera. If the amount of revenues received from this organization
falls below critical levels, operating results could be adversely affected.
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Florence Immigrant and Refugee Rights Project, Inc.
Notes to Financial Statements
December 31, 2019

Note 13 — Subsequent Events

Management has evaluated for potential recognition and disclosure, events after the date of the
statement of financial position through August 7, 2020, the date on which the financial statements
were available to be issued. The following is a summary of the subsequent event.

The subsequent year operations are being affected by the ongoing COVID-19 pandemic. The
Project has not needed to lay off or separate any employees and has not needed to reduce staff
hours.  Although the Project instituted a hiring freeze at the beginning of the pandemic,
management continues to retain the current staff and has renewed recruiting efforts for new
positions as planned before the pandemic. Management anticipates that the pandemic will result in
a 15% decrease in contributions revenue for the year ended December 31, 2020 and has therefore
planned to decrease expenses by the same amount. Current forecasts are indicating a break even
calendar year 2020.

No other events have occurred subsequent to December 31, 2019, that would require adjustment to
or disclosure in the accompanying financial statements.
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