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LUDWIG KLEWER & RUDNER PLLC

INDEPENDENT AUDITOR’S REPORT

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

Opinion

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, 2023, and the related statements of activities, functional expenses and cash flows for the
year 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 Florence Immigrant and Refugee Rights Project, Inc. as of December 31, 2023, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of
Florence Immigrant and Refugee Rights Project, Inc. and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. 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 financiai 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 Florence Immigrant and Refugee
Rights Project, Inc. ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

Auditor’s 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 auditor's 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.
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INDEPENDENT AUDITOR’S REPORT, Continued

Auditor’s Responsibilities for the Audit of the Financial Statements, continued

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

Exercise professional judgment and maintain professional skepticism throughout the audit.

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.

Obtain an understanding of internal control relevant to the audit 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 Florence Immigrant and Refugee Rights Project, Inc. internal
control. Accordingly, no such opinion is expressed.

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.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Florence Immigrant and Refugee Rights Project, Inc.’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 audit.

Lunts b Ruoner. PLic

November 6, 2024



Current assets:

FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

STATEMENT OF FINANCIAL POSITION
December 31, 2023

ASSETS

Cash and cash equivalents
Contracts receivable

Grants and contributions receivable
Accrued interest receviable
Prepaid expenses

Total current assets

Investments

Beneficial interest in funds held by others
Operating lease right-of-use assets
Property and equipment, net

Security deposits

Total assets

LIABILITES AND NET ASSETS

Current liabilities:
Accounts payable
Accrued payroll and related expenses
Operating lease liabilities, current portion

Total current liabilities
Operating lease liabilities, non-current portion
Total liabilities

Net assets:

Without donor restrictions:
Board-designated endowment fund
Board-designated operating reserves
Undesignated

Total net assets without donor restrictions

Net assets with donor restrictions

Total net assets
Total liabilities and net assets

See independent auditor’s report and accompanying notes
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$ 8,634,765
4,145,371
466,418
92,334

109,801

13,448,689

21,107,950
260,741
1,048,815
346,508
42,942

$_ 36,255,645

$ 570,041
986,074
410,792

1,966,907
520,503

2,487,410

160,453
10,708,173
14,518,862

25,387,488
8,380,747

33,768,235

$ 36,255,645




FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC,

STATEMENT OF ACTIVITIES

For the year ended December 31, 2023

Without Donor With Donor
Restrictions Restrictions Total
Revenues and support:
Contract revenue $ 11,944,831 - $ 11,944,831
Grants 871,262 2,096,000 2,967,262
Investment income, net 2,112,404 - 2,112,404
Contributions 1,872,476 50,000 1,922,476
In-kind contributions 174,129 - 174,129
Change in value of beneficial interest in
funds held by others 19,498 12,187 31,685
Other income 30,031 - 30,031
Total revenue and support 17,024,631 2,158,187 19,182,818
Net assets released from restrictions 2,995,827 (2,995,827) -
Total revenues, support 20,020,458 (837,640) 19,182,818
Expenses:
Program services 15,392,159 - 15,392,159
Management and general 3,168,547 - 3,168,547
Fundraising 1,277,667 - 1,277,667
Total expenses 19,838,373 - 19,838,373
Change in net assets 182,085 (837,640) (655,555)
Net assets, beginning of year 25,205,403 9,218,387 34,423,790
Net assets, end of year $ 25,387,488 8,380,747 $ 33,768,235

See independent auditor’s report and accompanying notes.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

STATEMENT OF FUNCTIONAL EXPENSES

For the year ended December 31, 2023

Salaries and wages
Employee benefits
Payroll taxes and insurance

Total salaries and related expenses

Facilities rent
Outside services
Vehicle and travel
Computer equipment and support
Client expert services
Postage
Insurance
Telephone
Office expense
Training
Legal materials
Staff appreciation event expense
Office repair and mantenance
Professional dues
Bank fees
Printing and advertising
Recruiting
Depreciation
Utilities
Accounting fees
Total functional expenses

Program Management Fundraising

Services and General Activities Total
$ 10,507,572 $§ 1,944,258 $ 642,003 $ 13,093,833
1,545,870 262,051 112,738 1,920,659
810,852 63,733 47,474 922,059
12,864,294 2,270,042 802,215 15,936,551
649,825 20,553 23,875 694,253
12,605 611,537 - 624,142
489,057 32,797 32,935 554,789
337,631 44,235 75,174 457,040
307,802 15,101 - 322,903
40,234 5,359 208,722 254,315
129,344 23,786 4,280 157,410
135,777 14,035 4,683 154,495
106,624 7,129 4,419 118,172
68,770 21,937 9,511 100,218
77,206 - - 77,206
47,399 18,647 2,561 68,607
55,201 6,431 1,884 63,516
52,025 4,770 2,430 59,225
- 912 53,044 53,956
- - 51,309 51,309
3,990 36,317 - 40,307
- 33,727 - 33,727
14,375 1,232 495 16,102
- B 130 130
$ 15392159 §$ 3,168,547 $ 1,277,667 $ 19,838,373

See independent auditor’s report and accompanying notes.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

STATEMENT OF CASH FLOWS
For the year ended December 31, 2023

Cash flows from operating activities:

Change in net assets $ (655,555)
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Depreciation 33,727
Realized and unrealized gain on investments (1,272,081)
Operating lease right-of-use asset interest component (80,760)
Change in value of beneficial interest in funds held by others (31,684)
Contributions to beneficial interest in funds held by others -
Changes in operating assets and liabilities:
Contracts receivable (1,086,436)
Grants and contributions receivable 619,813
Accrued interest receivable (36,368)
Prepaid expenses (7,693)
Deposits (250)
Accounts payable 341,880
Accrued expenses 160,899
Total adjustments (1,358,953)
Net cash used in operating activities (2,014,508)

Cash flows from investing activities:

Purchases of investments (11,728,862)

Proceeds from sale of investments 17,487,679
Purchases of property and equipment (19,001)
Net cash provided by investing activities 5,739,816

Cash flows from financing activities =
Net change in cash and cash equivalents 3,725,308
Cash and cash equivalents, beginning of year 4,909,457
Cash and cash equivalents, end of year $ 8,634,765

Supplemental schedule of cash flow information:
Cash paid for taxes $ -

See independent auditor’s report and accompanying notes.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Organization

Florence Immigrant and Refugee Rights Project, Inc. (the “Project”) is a nonprofit, community based
legal service Project 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.

Summary of Significant Accounting Policies

Basis of Presentation

The financial statements of the Project have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America and
accordingly reflect all significant receivables, payables and other liabilities.

Financial Statement Presentation and Contributions

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

e Net assets without donor restrictions — net assets available for use in general operations and
not subject to donor (or grantor) restrictions. Net assets without donor restrictions also
includes net assets designated by the governing board for a general operating reserve and
an endowment.

¢ Net assets with donor restrictions — net assets subject to donor (or grantor) 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.

All contributions are considered to be available for unrestricted use unless specifically restricted by
the donor. Amounts received that are designated for future periods or restricted by the donor for
specific purposes are reported as net assets with donor restrictions. When a restriction expires (that
is, when a stipulated time restriction ends or purpose restriction is accomplished), net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the
statement of activities as net assets released from restrictions.

Use of Estimates

The preparation of the 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 the reported amounts of revenue and expense
during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Project considers all highly liquid debt instruments
with an original maturity of 90 days or less at the date of acquisition to be cash equivalents. The
Project maintains its cash in bank deposit accounts, which for short periods of time, may exceed
federally insured limits of $250,000 per institution. The Project had $3,588,328 on deposit in excess
of federally insured limits at December 31, 2023.

See independent auditor's report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Summary of Significant Accounting Policies, Continued

Contracts Receivable

Contracts receivables consist primarily of amounts due from various agencies for contract revenue
earned. Contracts receivable is carried at the outstanding balance less an allowance for doubtful
accounts, if applicable. The Project evaluates the collectability of contracts receivable based on a
combination of factors. Management periodically reviews accounts for collectability and writes off
accounts when they are deemed uncollectible. At December 31, 2023, management believes all
contracts receivable are fully-collectible, and accordingly no allowance for doubtful accounts has
been recorded.

Grants and Contributions Receivable

Grants receivable consists of amounts due from grantors for revenue earned but not received. Grants
receivable is carried at the outstanding balance less an allowance for doubtful accounts, if applicable.
If management determines that a grant receivable is uncollectible, the amount is written off. At
December 31, 2023, management believes all grants receivable are fully-collectible, and accordingly
no allowance for doubtful accounts has been recorded.

Contributions receivable consists of contributions made prior to year-end but not remitted to the
Project by the third-party agent until subsequent to year-end.

Investments

In accordance with accounting principles generally accepted in the United States of America
applicable to nonprofit organizations, investments in marketable securities with readily determinable
fair values and all investments in debt securities are stated at fair market value. Unrealized gains and
losses are included in the change in net assets.

Investments held by brokerage institutions are covered up to $500,000 under insurance provided by
the Securities Investor Protection Corporation (SIPC). However, SIPC does not protect against losses
in market value. At December 31, 2023, the Project had $20,607,949 in investments in excess of the
SIPC limit. It is the opinion of management that the solvency of the referenced financial institutions is
not of concern at this time.

Beneficial Interest in Funds Held by Others

Beneficial interest in funds held by others consists of funds held as an investment at the Arizona
Community Foundation.

Property and Equipment

Expenditures in excess of $5,000, for major improvements or items that benefit future periods, are
capitalized at cost if purchased or at fair market value at the date of gift if donated. Maintenance and
repairs are expensed as incurred. When assets are retired or otherwise disposed of, the related costs
and accumulated depreciation are removed from the accounts and gains and losses are included in
operations. Depreciation is computed using the straight-line method over the following estimated
useful lives of the assets:

Buildings 39 years
Leasehold improvements 3 -7 years
Office furniture and equipment 5-10years

The Project periodically reviews the carrying value of long-lived assets held and used, and assets to
be disposed of, for possible impairment when events and circumstances warrant such a review.

See independent auditor’s report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

2. Summary of Significant Accounting Policies, Continued

Contract Revenue Recognition

The Project recognizes revenue from contracts in accordance with FASB ASU 2014-09, Revenue
from Contracts with Customers (Topic 606). The Project’s contract revenue arrangements consist of a
single performance obligation to transfer promised services. Contract revenue where performance
obligations are satisfied at a point in time consist primarily of legal and immigration services. The
Project recognizes revenue at a point in time, in the period the services are provided. Amounts are
billed in the month the service is provided and each performance obligation is completed. Amounts
billed for these services are considered past due as of 30 days after the invoice is submitted.

Donated Services and Materials

Donated materials are valued at their fair market value. Donated services are recognized in the
financial statements at their fair market value if the following criteria are met:

» The services require specialized skills and are provided by individuals possessing those
skills.

e The services would typically need to be purchased if not donated.

Income Tax Status

The Project is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code (IRC) and from Arizona income tax under Arizona Revised Statute Section 43-1201(4).
Therefore, no provision has been made for income taxes in the accompanying financial statements.
In addition, the Project qualifies for the charitable contribution deduction under Section 170(b)(1)(A)
and has been classified as an organization other than a private foundation under Section 509(A)(1).
No income taxes were paid during the year ended December 31, 2023.

The Project’'s policy is to disclose or recognize income tax positions based on management’s
estimate of whether it is reasonably possible or probable, respectively, that a liability has been
incurred for unrecognized income tax positions. As of December 31, 2023, there were no uncertain
tax positions that are potentially material.

Advertising Costs

Advertising costs are expensed as incurred. The Project does not participate in direct-response
advertising, which requires the capitalization and amortization of related costs. Advertising expense
for the year ended December 31, 2023 was $129,524.

Allocation of Expenses

The Project allocates its expenses on a functional basis among its programs and support services.
Expenses that can be identified with a specific program and support service are allocated directly
according to their natural classification. Certain other expenses are allocated among the program
services and supporting services benefited. Personnel costs are allocated based on actual employee
activities based on time and effort, and indirect expenses are allocated based on the percentage of
personnel costs in a particular program or area compared to total personnel costs for the project.
Facilities rent and related costs are allocated based on square footage utilized by the function.

See independent auditor’s report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

2. Summary of Significant Accounting Policies, Continued

Leases

The Project accounts for its long-term leases in accordance with FASB ASU 2016-02, Leases (Topic
842). As a resuit, the Project has recognized right-of-use (ROU) assets of $1,048,815 and operating
lease liabilities of $931,295 as of December 31, 2023.

3. Liquidity and Availability of Resources

The Project regularly monitors liquidity required to meet its operating needs, while also striving to
maximize the investment of its available funds. The Project has financial assets available as the
sources of liquidity, including cash and cash equivalents, and various securities. In addition, the
Project invests cash in excess of daily requirements in short-term investments.

The following table reflects the Project's financial assets as of December 31, 2023, reduced by
amounts that are not available to meet general expenditures within one year of the statement of
financial position date because of contractual restrictions or internal board designations. Should the
need arise, board-designated funds in the amount of $10,708,173 could be drawn upon through
board resolution. Financial assets available to meet financial obligations at December 31, 2023:

Cash and cash equivalents $ 8,634,765
Contracts receivable 4,145,371
Grants and contributions receivable 466,418
Accrued interest receviable 92,334
Investments 21,057,950
Total financial assets available within one year 34,396,838
Board designated investments - operating reserve (10,708,173)
Net assets with donor restrictions, net of endowments (8,230,459)
Total financial assets available to management
for general expenditure within one year $ 15,458,206

4. Concentrations

Contracts receivables are unsecured and include amounts from two contract sources that comprise
84% (46% and 38%) of the total contracts receivable balance at December 31, 2023. Contract
revenue includes amounts from two sources that comprise 62% (40% and 22%) of total contract
revenue For the year ended December 31, 2023.

5. Investments

Investments are valued at fair market value and consist of the following at December 31, 2023:

U.S. Treasury obligations $ 9,860,066
Equities 7,246,843
Fixed income 3,457,003
Alternative investments 544,038

Total investments $ 21,107,950

See independent auditor’s report.
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5.

FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Investments, Continued

Investment income consists of the following for the year ended December 31, 2023:

Interest and dividends $ 937,383

Realized and unrealized gain 1,272,081

Investments fees (97,060)
Investment income, net $ 2,112,404

Fair Value Measurements

The Financial Accounting Standards Board has established a framework for measuring fair value.
That framework provides a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (level 1 measurements) and the lowest priority to
unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy are
described as follows:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Project has the ability to access.

Level 2: Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the asset or liability;

* Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

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

The asset or liability's fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at December 31, 2023.

o Equities, government securities, fixed income: Valued at fair value based on national trade
listing.

o Alternative investments: Valued at the net asset value ("NAV") of shares held by the Project
at year end.

The methods described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Project believes its valuation
methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result
in a different fair value measurement at the reporting date.

See independent auditor’s report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Fair Value Measurements, Continued

The fair values of investment assets measured on a recurring basis at December 31, 2023 are:

Level 1 Level 2 Level 3 Total

U.S. Treasury obligations $ 9,860,066 $ o $ = $ 9,860,066
Equities 7,246,843 B - 7,246,843
Fixed income 3,457,003 - - 3,457,003
Alternative investments - 544,038 - 544,038

Total investments $ 20,563,912 $ 544,038 $ - $ 21,107,950
Beneficial interest in funds

held by others $ - $ % $ 260,741 § 260,741

The table below sets forth a summary of changes in level 3 investments for the year ended
December 31, 2023:

Balance, beginning of year $ 229,056
Contributions -

Change in beneficial interest 31,685
Balance, end of year $ 260,741

Property and Equipment

Property and equipment consists of the following as of December 31, 2023:

Land $ 42,500
Buildings 414,839
Leasehold improvements 186,520
Office furniture and equipment 169,560
Total property and equipment 813,419
Less accumulated depreciation (466,911)
Total property and equipment, net $ 346,508

See independent auditor’s report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Net Assets With Donor Restrictions

Net assets with donor restrictions are restricted for the following purposes as of December 31, 2023:

Subject to expenditure for specific purpose:
Legal and social services
Mission engagement
Social services

Subject to expenditure for passage of time and specific purpose:
Legal services
Subject to expenditure for passage of time:
Operating expenses
Endowments:
Original endowment gifts
Accumulated endowment earnings
Net assets with donor restrictions

Activity in net assets with donor restrictions is comprised of
December 31, 2023:

$ 6,644,740
1,240,003
45,274

7,930,017

91,863

208,579

142,500
7,788

$ 8,380,747

the following for the year ended

Investment
Contributions Income Releases
Subject to expenditure for specified purpose:
Legal and social services $ 409,000 $ - $ (647,340)
Mission engagement - - (637,291)
Social services 55,000 - (41,724)
Client support costs 5,000 - (10,000)
Staff development - - (9,340)
469,000 - (1,345,695)
Subject to expenditure for passage of time
and specific purpose:
Legal services 75,000 - (43,442)
Subject to expenditure for passage of time:
Operating expenses 1,552,000 - (1,606,690)
Endowment:
Not subject to spending policy
or appropriation:
Original endowment gifts 50,000 - -
Subject to spending policy or appropriation:
Accumulated earnings on endowments - 12,187 -
Net assets with donor restrictions $ 2,146,000 $ 12,187 $ (2,995,827)

See independent auditor’s report.
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FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

9. Endowment Funds

The Project’'s endowment funds consist of one donor-restricted fund and a fund designated by the
Board of Directors. As required by accounting principles generally accepted in the United States of
America, net assets associated with endowment funds, including funds designated by the Board of
Directors as endowments, are classified and reported based on the existence of donor-imposed
restrictions.

The Project follows Arizona’s Management of Charitable Funds Act (MCFA) and its own governing
documents. MCFA requires the preservation of endowment funds. When a donor’s intent is not
expressed, MCFA directs the Project to spend an amount that is prudent, consistent with the
purposes of the fund, relevant economic factors and the donor’s intent that the fund continue in
perpetuity.

The Project classifies as nets assets with donor restrictions (a) the original value of gifts donated to
the permanent endowment, (b) the original value of subsequent gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The donor-
restricted endowment fund also includes accumulated earnings in the fund that are classified as net
assets with donor restrictions until those amounts are appropriated for expenditure by the Project in a
manner consistent with the standard of prudence prescribed by MCFA.

In accordance with MCFA, the Project considers the following factors in making a determination to
appropriate or accumulate board designated and donor-restricted endowment funds: (1) the duration
and preservation of the various funds, (2) the purposes of the board-designated and donor-restricted
endowment funds, (3) general economic conditions, (4) the possible effect of inflation and deflation,
(5) the expected total return from income and the appreciation of investments, (6) the Project’s other
resources, and (7) the Project’s investment policies.

The Board has designated certain net assets without donor restrictions as general endowment funds
to support future operations of the Project. Board-designated endowment funds result from an internal
designation and are, therefore, not considered donor-restricted. As a result, they are classified as net
assets without donor restrictions. The Project’s policy is to maintain the board-designated net assets
without restrictions balance and the investment account balance until the Board approves spending
form the funds.

The Project has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of return to increase its endowment funds while also maintaining the
purchasing power of those endowment assets over the long term. Accordingly, the investment
process seeks to achieve an after-cost total real rate of return, including investment income as well as
capital appreciation, to ensure the continued growth of the funds. Endowment assts are invested in a
well-diversified asset mix, which include, but are not limited to equities, bond funds, equity funds, and
cash equivalents.

Unless specified instructions are provided by the donors, the Project elects to reinvest investment
earnings into the fund. The Project’s objective is to maintain the purchasing power of the endowment
assets held in perpetuity, as well as to provide additional real growth through new gifts and
investment return.

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or current law requires the Project to retain for a fund of
perpetual duration.

See independent auditor’s report.
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9.

FLORENCE IMMIGRANT AND REFUGEE RIGHTS PROJECT, INC.

NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

Endowment Funds, Continued

The endowment net asset composition by fund type as of December 31, 2023 is:

Without Donor With Donor

Restictions Restrictions Total
Board-designated $ 160,453 $ - 3 160,453
Donor-restricted
Original donor-restricted amount - 142,500 142,500
Accumulated endowment earnings ~ 7,788 7,788
Total endowment funds $ 160,453 $ 150,288 § 310,741

Changes in endowment funds are as follows for the year ended December 31, 2023:

Without Donor With Donor

Restictions Restrictions Total
Beginning balance $ 140,955 § 88,101 $ 229,056
Contributions - 50,000 50,000
Change in value of beneficial interest in funds
held by others 19,498 12,187 31,685
Ending Balance $ 160,453 § 150,288 § 310,741

10. Donated Services and Materials

1.

Donated services and materials for the year ended December 31, 2023 were utilized for program
services. At December 31, 2023, donated services and materials consist of donated legal services in
the amount of $172,879 and donated materials in the amount of $1,250.

Leases

The Project leases office space for several of its administrative locations under non-cancellable
leases that expire between April 2024 and February 2028.

The following summarizes line items in the statement of financial position for operating leases at
December 31, 2023:

Operating Leases:

Operating lease right-of-use assets $ 1,048,815
Operating lease liabilities, current portion $ 410,792
Operating lease liabilities, non-current portion 520,503

Total operating lease liabilities $ 931,295

The following summarizes the weighted average remaining lease terms and discount rates as of
December 31, 2023;

Weighted average remaining lease term 2.75
Weighted average discount rates 1.01%

See independent auditor’s report.
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NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2023

11. Leases, Continued

The maturities of lease liabilities as of December 31, 2023 are:

Year ending
December 31,:
2024 $ 417,596
2025 239,959
2026 244,744
2027 41,603
Total lease payments 943,902
Less: interest (12,607)
Present value of lease liabilities $ 931,295

The following summarizes the line items in the statement of activities which include the components
of lease expense for the year ended December 31, 2023:

Operating lease included in occupancy
and equipment rent expense $ 689,959

The following summarizes the cash flow information related to leases for the year ended December
31, 2023:

Cash paid for amounts included in the measurement of
lease liabilities:
Operating cash flows from operating leases $ 770,719

12. Retirement Plan

The Project sponsors a defined contribution pension plan (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 year of age and have completed 12 months of continuous
service are eligible to receive employer matching coniributions. The Project matches employee
deferrals in accordance with a discretionary match 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. During the year ended December 31, 2023, the Project contributed $354,267 to
the Plan.

13. Related Party Transactions

During the year ended December 31, 2023, the Project received contributions from Board members
and employees in the amount of approximately $67,709.

14. Subsequent Events

The Project was unaware of any subsequent events as of November 6, 2024, the date the financial
statements were available to be issued.

See independent auditor’s report.
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