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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Friends for Animals of Metro Detroit
Dearborn, Michigan

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Friends for Animals of Metro Detroit (the
Organization), which comprise the statement of financial position as of December 31, 2023, and the
related statements of activities and changes in net assets, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the Organization as of December 31, 2023, 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 audit in accordance with auditing standards generally accepted in the United States
of America (GAAS). 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 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 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 for one year after the date the financial statements are available to be
issued.
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Board of Directors
Friends for Animals of Metro Detroit

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 GAAS 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 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 an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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 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 the Organization’s internal control. Accordingly, no such opinion
is expressed.

e 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 audit.

@



Board of Directors
Friends for Animals of Metro Detroit

Report on 2022 Financial Statements

The financial statements of the Organization as of December 31, 2022 were audited by other auditors.
Their report dated December 4, 2023, stated that based on their audit, the financial statements
presented fairly, in all material respects, the financial position of the Organization as of December 31,
2022 and the changes in its net assets and its cash flows for the year ended December 31, 2022 in
accordance with accounting principles generally accepted in the United States of America.

Dbl s dbon £257

CliftonLarsonAllen LLP

Maumee, Ohio
August 26, 2024
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FRIENDS FOR ANIMALS OF METRO DETROIT
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2023 AND 2022

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents
Grants Receivable
Promises to Give
Employee Retention Credit Receivable
Accounts Receivable
Inventories
Prepaid Expenses and Other Current Assets
Asset Held for Sale
Total Current Assets

PROPERTY AND EQUIPMENT, Net
INVESTMENTS
OPERATING RIGHT-OF-USE ASSET

Total Assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Accrued Expenses
Operating Lease Liability - Current Portion
Current Maturities of Long-Term Debt
Total Current Liabilities

LONG-TERM LIABILITIES
Long-Term Debt, Net of Current Maturities
Operating Lease Liability, Net of Current Portion
Total Liabilities

NET ASSETS
Net Assets Without Donor Restrictions
Net Assets With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

2023 2022
$ 2,286,205 3,325,219
2,190 10,000
102,000 152,000
90,864 90,864
81,811 33,559
3,770 3,770
18,137 5,437
- 218,300
2,584,977 3,839,149
6,986,812 3,861,755
592,810 542,307
39,895 -
$ 10,204,494 8,243,211
$ 1,227,967 62,302
63,168 56,182
9,438 -
2,171 2,171
1,302,744 120,655
1,932 4,760
30,457 -
1,335,133 125,415
4,373,199 4,902,697
4,496,162 3,215,099
8,869,361 8,117,796
$ 10,204,494 8,243,211
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FRIENDS FOR ANIMALS OF METRO DETROIT

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2023

OPERATING REVENUE AND SUPPORT
New Shelter Contributions
Other Donations
Special Events, Net of Expenses
Giving Programs
Adoption Fees and Animal Care
Donated Services, In-Kind Contributions and
Contributed Facilities
City of Dearborn Revenue
Grant Revenue
Merchandise Sales
Other
Net Assets Released from Restriction
Total Operating Revenue and Support

OPERATING EXPENSES
Program
New Shelter
Management and General
Fundraising
Total Operating Expenses

EXCESS (DEFICIT) OF OPERATING REVENUE
AND SUPPORT OVER OPERATING EXPENSES

NONOPERATING INCOME
Loss on Asset Held for Sale
Investment Income, Net

CHANGE IN NET ASSETS

Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

Without Donor

With Donor

Restrictions Restrictions Total

$ - $ 1,301,188 $ 1,301,188
800,009 - 800,009
460,121 - 460,121
63,539 - 63,539
143,871 - 143,871
71,022 - 71,022
343,533 - 343,533
7,836 73,065 80,901

7,061 - 7,061

19,498 - 19,498
148,485 (148,485) -
2,064,975 1,225,768 3,290,743
1,888,339 - 1,888,339
66,421 - 66,421
154,704 - 154,704
410,144 - 410,144
2,519,608 - 2,519,608
(454,633) 1,225,768 771,135
(74,865) - (74,865)

- 55,295 55,295

(529,498) 1,281,063 751,565
4,902,697 3,215,099 8,117,796

$ 4,373,199 $ 4,496,162 $ 8,869,361
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FRIENDS FOR ANIMALS OF METRO DETROIT

STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2022

OPERATING REVENUE AND SUPPORT
New Shelter Contributions
Other Donations
Special Events, Net of Expenses
Giving Programs
Adoption Fees and Animal Care
Donated Services, In-Kind Contributions and
Contributed Facilities
City of Dearborn Revenue
Grant Revenue
Merchandise Sales
Other
Net Assets Released from Restriction
Total Operating Revenue and Support

OPERATING EXPENSES
Program
New Shelter
Management and General
Fundraising
Total Operating Expenses

EXCESS (DEFICIT) OF OPERATING REVENUE
AND SUPPORT OVER OPERATING EXPENSES

NONOPERATING INCOME
Investment Loss, Net

CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

Without Donor

With Donor

Restrictions Restrictions Total

$ - $ 780,573 780,573
363,587 - 363,587
394,776 - 394,776
155,966 - 155,966
157,687 - 157,687
84,890 - 84,890
264,804 - 264,804
323,192 - 323,192
5,772 - 5,772

34,707 - 34,707
39,816 (39,816) -
1,825,197 740,757 2,565,954
1,845,253 - 1,845,253
43,527 - 43,527
163,866 - 163,866
300,922 - 300,922
2,353,568 - 2,353,568
(528,371) 740,757 212,386
- (79,134) (79,134)

(528,371) 661,623 133,252
5,431,068 2,553,476 7,984,544

$ 4,902,697 $ 3,215,099 8,117,796
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FRIENDS FOR ANIMALS OF METRO DETROIT
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2023

Management
Program New Shelter and General Fundraising Total
Salaries and Wages $ 1,055,710 $ - $ 86,941 % 99,361 % 1,242,012
Employee Benefits 50,074 - 15,740 4,669 70,483
Total Salaries and Related

Expenses 1,105,784 - 102,681 104,030 1,312,495

Annual Appeals 59,331 31,036 - 104,459 194,826
Veterinary Services 172,007 - - - 172,007
Pet Supplies, Housing and Care 170,134 - - - 170,134
Utilities and Rental 156,005 - 2,829 2,813 161,647
Depreciation 126,464 - 7,026 7,026 140,516
Special Events 485 - - 104,765 105,250
Accounting 49,359 - 25,283 2,795 77,437
Professional Dues and Fees 16,669 34,685 5,179 7,207 63,740
Office Supplies 36,240 - 6,935 13,829 57,004
Insurance 24,016 - 2,524 1,757 28,297
Information Technology 10,524 - 2,057 - 12,581
Advertising and Promotion 6,747 700 190 2,132 9,769
Vehicle 7,806 - - - 7,806
Volunteer 4,515 - - - 4,515
Meals and Entertainment 1,584 - - - 1,584
Total Operating Expenses $ 1,947,670 _$ 66421 _$ 154,704  _$ 350,813 _$ 2,519,608

See accompanying Notes to Financial Statements.
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FRIENDS FOR ANIMALS OF METRO DETROIT
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2022

Management
Program New Shelter and General Fundraising Total
Salaries and Wages $ 927,506 $ - $ 73,655 % 90,023 $ 1,091,184
Employee Benefits 58,856 - 10,617 7,980 77,453
Total Salaries and Related

Expenses 986,362 - 84,272 98,003 1,168,637

Annual Appeals 24,395 36,263 - 84,734 145,392
Veterinary Services 185,728 - - - 185,728
Pet Supplies, Housing and Care 179,736 - - 1,708 181,444
Utilities and Rental 151,077 321 2,739 2,724 156,861
Depreciation 130,760 - 7,265 7,265 145,290
Special Events - - - 63,402 63,402
Accounting 45,022 - 23,062 2,550 70,634
Professional Dues and Fees 64,036 1,109 32,801 3,627 101,573
Office Supplies 5,595 1,300 2,397 17,153 26,445
Insurance 20,693 1,909 2,175 1,514 26,291
Information Technology 9,053 - 4,638 513 14,204
Advertising and Promotion 3,339 460 - 1,397 5,196
Vehicle 6,097 - - - 6,097
Volunteer 5,306 - - 162 5,468
Meals and Entertainment 261 - 46 698 1,005
Administration 27,793 2,165 4,471 15,472 49,901
Total Operating Expenses $ 1845253 _$ 43527 _$ 163,866 _$ 300,922 $ 2,353,568

See accompanying Notes to Financial Statements.

®



FRIENDS FOR ANIMALS OF METRO DETROIT
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2023 AND 2022

2023 2022
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ 751,565 $ 133,252
Adjustments to Reconcile Change in Net Assets to Net Cash
Provided by Operating Activities:
Depreciation 140,516 145,290
Realized and Unrealized Loss/(Gain) on Investments (18,662) 79,134
Forgiveness of Paycheck Protection Program Loan - (173,182)
Noncash Contribution 218,300 (218,300)
Changes in Assets and Liabilities:
Grants Receivable 7,810 (10,000)
Promises to Give 50,000 153,000
Employee Retention Credit Receivable - 338,822
Accounts Receivable (48,252) -
Prepaid Expenses and Other Current Assets (12,700) (24,595)
Accounts Payable (21,887) 62,003
Accrued Expenses 6,986 18,133
Net Cash Provided by Operating Activities 1,073,676 503,557
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (2,078,021) (83,107)
Proceeds from Sale of Investment - 850
Purchases of Investments (31,841) -
Net Cash Used by Investing Activities (2,109,862) (82,257)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Debt Obligations (2,828) (2,773)
Net Cash Used by Financing Activities (2,828) (2,773)
NET CHANGE IN CASH AND CASH EQUIVALENTS (1,039,014) 418,527
Cash and Cash Equivalents - Beginning of Year 3,325,219 2,906,692
CASH AND CASH EQUIVALENTS - END OF YEAR $ 2,286,205 $ 3,325,219
SUPPLEMENTAL DISCLOSURES NONCASH INVESTING
ACTIVITIES
New Shelter Financed with Accounts Payable $ 1,187,552 $ -

SUPPLEMENTAL DISCLOSURES NONCASH FINANCING

ACTIVITIES
Obtaining Right-Of-Use
Right-Of-Use Asset $ (39,895) $ -
Lease Liabilities 39,895 -
Total $ - $ -

See accompanying Notes to Financial Statements.
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NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Friends for Animals of Metro Detroit (the Organization) is dedicated to the rescue, protection
and adoption of animals in the community, while inspiring healthy relationships between
people and their companion animals. As animal advocates, the Organization is committed to
saving all adoptable animals, providing high quality animal care and adoption services. They
are also focused on delivering innovative outreach programs and activities that promote
education, animal welfare legislation and embracing environmental responsibility with earth-
friendly practices and facilities.

Cash and Cash Equivalents

The Organization defines cash equivalents as highly liquid, short-term deposits with a
maturity at the date of acquisition of three months or less not held in the Organization's
investment accounts. The Organization maintains some of its deposits in financial
institutions, which at times may exceed the federally insured limits. Management does not
believe the Organization is exposed to any significant interest rate or other financial risk as a
result of these deposits and accounts.

Promises to Give

Unconditional promises to give made to the Organization are recorded in the year the
pledge is made. There were promises to give of $102,000, $100,000 of which were due from
board members as of December 31, 2023. There were no promises to give due from board
members as of December 31, 2022. All promises to give as of December 31, 2023 and 2022
are expected to be collected within one year, therefore no discount was recorded.

Inventories

Inventories are stated at the lower of cost or net realizable value, with cost determined on
the first-in, first-out basis.

Investments

Investments are generally recorded at fair value based upon quoted market prices, when
available, or estimates of fair value. Donated assets are recorded at fair value at the date of
donation, or, if sold immediately after receipt, at the amount of sales proceeds received
(which are considered a fair measure of the value at the date of donation). Those
investments for which fair value is not readily determinable are carried at cost or, if donated,
at fair value at the date of donation, or if no value can be estimated, at a nominal value. The
Organization records the change of ownership of fixed-income securities and equities on the
day a trade is made. Net investment income is included in the statements of activities as an
increase in net assets without donor restriction unless the income or loss is restricted by
donor or law.

(10)



NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment

Property and equipment are stated at cost if purchased or fair market value at date of the
gift if donated. All acquisitions of property and equipment in excess of $2,000 and all
expenditures for improvements and betterments that materially prolong the useful lives of
assets are capitalized. Maintenance, repairs and minor improvements are expensed as
incurred. When assets are retired or otherwise disposed of, their costs and related
accumulated depreciation are removed from the accounts and resulting gains or losses are
included in (deficit) excess of operating revenue and support over operating expenses.

Donated property and equipment are recorded as increases in net assets without donor
restriction at their estimated fair market value as of the date received. Contributions of cash
that must be used to acquire property and equipment are reported as donor restricted
contributions. The Organization reports expirations of donor restrictions when the donated or
acquired assets are placed in service as instructed by the donor. The Organization
reclassifies net assets with donor restrictions to net assets without donor restrictions at that
time.

Property and equipment are depreciated using the straight-line method over their estimated
useful lives.

Leases

The Organization determines if an arrangement is a lease at inception. Operating leases are
included in operating right-of-use assets and operating lease liabilities on the statement of
financial position.

Right-of-use (ROU) assets represent the Organization’s right to use an underlying asset for
the lease term and lease liabilities represent the Organization’s obligation to make lease
payments arising from the lease. ROU assets and liabilities are recognized at the lease
commencement date based on the present value of lease payments over the lease term. As
most of leases do not provide an implicit rate, the Organization uses a risk-free rate based
on the information available at commencement date in determining the present value of
lease payments. The operating lease ROU asset also includes any lease payments made
and excludes lease incentives.

The lease terms may include options to extend or terminate the lease when it is reasonably
certain that the Organization will exercise that option. Lease expense for lease payments is
recognized on a straight-line basis over the lease term. The Organization has elected to
recognize payments for short-term leases with a lease term of 12 months or less as expense
as incurred and these leases are not included as lease liabilities or ROU assets on the
combined statement of financial position.

The Organization has elected not to separate nonlease components from lease components

and instead accounts for each separate lease component and the nonlease component as a
single lease component.

11



NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leases (Continued)

The Organization’s lease agreements do not contain any material residual value guarantees
or material restrictive covenants.

In evaluating contracts to determine if they qualify as a lease, the Organization considers
factors such as if the Organization has obtained substantially all of the rights to the
underlying asset through exclusivity, if the Organization can direct the use of the asset by
making decisions about how and for what purpose the asset will be used and if the lessor
has substantive substitution rights. This evaluation may require significant judgment.

In determining the discount rate used to measure the right-of-use asset and lease liability,
the Organization uses rates implicit in the lease, or if not readily available, the Organization
has elected to use a risk-free discount rate determined using a period comparable with that
of the lease term for computing the present value of lease liabilities.

Impairment of Long-Lived Assets

The Organization reviews long-lived assets, including property and equipment and
intangible assets, for impairment whenever events or changes in business circumstances
indicate that the carrying amount of an asset may not be fully recoverable. An impairment
loss would be recognized when the estimated future cash flows from the use of the asset
are less than the carrying amount of that asset. To date, there have been no such losses.

Assets Held for Sale

The Organization received a contribution of real estate in 2022. The property was recorded
at the lower of carrying value or the fair value less costs to sell. The real estate was sold
during 2023 for a loss of $74,865.

Net Assets

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

Net Assets Without Donor Restrictions - Net assets that are not subject to donor-
imposed stipulations.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed stipulations
that either expire by passage of time or can be fulfilled and removed by actions of the
Organization pursuant to those stipulations, or are required to be maintained
permanently by the Organization.

Board-Designated Net Assets

The Organization's board of directors (Board) has the ability to designate identified amounts
of net assets without donor restriction to be used by management for specific future projects
and activities. These designations can be modified or removed by the Board at any time. As
of both December 31, 2023 and 2022, there were $372,034 of board designated net assets
from the recent capital campaign without donor restriction.

(12)




NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Tax-Exempt Status

The Organization has received notification that it qualifies as a tax-exempt organization
under Section 501 (c)(3) of the U.S. Internal Revenue Code and corresponding provisions of
state law and, accordingly, is not subject to federal or state income taxes.

The Organization is required to assess whether it is more likely than not that a tax position
will be sustained upon examination on the technical merits of the position assuming the
taxing authority has full knowledge of all information. If the tax position does not meet the
more likely than not recognition threshold, the benefit of that position is not recognized in the
financial statements. The Organization has determined there are no amounts to record as
assets or liabilities related to uncertain tax positions.

Revenue Recognition

Revenue is recognized when the Organization satisfies its performance obligation(s) under
the agreement by transferring the promised service to its customers. A performance
obligation is a promise in an agreement to transfer a distinct product or service to its
customers and is identified at the inception of an agreement. An agreement's transaction
price is allocated to each distinct performance obligation, however, substantially all of the
Organization's agreements have only a single performance obligation. The Organization's
revenues are substantially comprised of the following: City of Dearborn revenue, adoption
fees and animal care services. For the City of Dearborn revenue, transfer of control occurs
over time, with recognition based on an input method of time elapsed. For adoption fees and
animal care services, control transfers at a point in time, upon receipt of the service or
product.

Contract

A contract's transaction price is allocated to each distinct performance obligation within
the contract. Substantially all of the Organization's contracts have a single performance
obligation.

Special Events

Contributions collected at certain special events are recognized according to guidance
provided by the Financial Accounting Standards Board (FASB) Accounting Standards
Cadification (ASC) Topic, Not-for-Profit Entities — Revenue Recognition and reported as
special events on the statement of activities and changes in net assets. Special events
revenue comprise an exchange element based on the value of the benefits provided,
and a contribution element for the difference between the total support and the
exchange element. For the years ended December 31, 2023 and 2022. The
Organization’s special events revenue was all related to contributions.

(13)



NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition (Continued)
Contributions

In accordance with the FASB ASC Topic, Not-For-Profit Entities — Revenue Recognition,
the Organization 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 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.

Donated Services

Contributions of services are recognized if the services received (a) create or enhance
nonfinancial assets or (b) require specialized skills, are provided by individuals possessing
those skills and would typically need to be purchased if not provided by donation. Such
services are reflected within the statements of activities and detailed in Note 10.

In addition, numerous individuals volunteer their time and perform a variety of tasks that
assist the Organization with daily operations. The Organization received approximately
6,155 and 5,017 volunteer hours for fundraising activities, administrative support and
various committee assignments for the years ended December 31, 2023 and 2022,
respectively. Many volunteers also foster animals in their home and donated approximately
10,905 and 27,659 hours for the care of those animals for the years ended December 31,
2023 and 2022, respectively. No amounts have been reflected in the financial statements for
the volunteer or foster hours.

In-Kind Contributions

The Organization reports gifts of land, buildings and equipment as support without donor
restrictions unless explicit donor stipulations specify how the donated assets must be used.
Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used
and gifts of cash or other assets that must be used to acquire long-lived assets are reported
as support with donor restrictions. Absent donor stipulations regarding use of land, buildings
and equipment, the Organization records and uses the contributions as they are received.
See Note 10 for in-kind contributions.

Contributed Facilities

The Organization occupies, without charge, premises owned by the City of Dearborn. The
fair rental value of $46,000 is recognized in the accompanying statement of functional
expenses under utilities and rental expenses, and statement of activities under other
donations for both the years ended December 31, 2023 and 2022.

Expense Allocation

The costs of providing the various programs and other activities have been summarized on
a functional basis in the statement of activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

(14)



NOTE 1

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Expense Allocation (Continued)

Expenses are allocated based on a wage allocation percentage calculated by department.
The Organization allocated salaries and wages, employee benefits, utilities and rental,
depreciation, accounting, professional dues and fees, office supplies, insurance, information
technology, and advertising and promotion utilizing the wage allocation percentage. Other
expenses are program specific and not allocated based upon wage.

Measure of Operations

The Organization's operating revenues and expenses include activities that are an integral
part of their programs and supporting activities. The Organization does not consider
investment income related to the endowment to be integral to its operations.

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

Adoption of New Accounting Standards

At the beginning of 2023, the Organization adopted FASB Accounting Standards Update
(ASU) 2016-13 Financial Instruments — Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments, as amended which modifies the measurement of expected
credit losses. The Organization adopted this new guidance utilizing the modified
retrospective transition method. The adoption of this Standard did not have material impact
on the Organization’s financial statements or on how the allowance for credit losses is
determined.

Reclassification

For comparability, certain 2022 amounts have been reclassified to conform with
classifications adopted in 2023. The reclassifications have no effect on reported amounts of
net assets or change in net assets.

(15)



NOTE 2

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

EMPLOYEE RETENTION CREDIT

The Employee Retention Credit (ERC), which was included as part of the Coronavirus Aid,
Relief and Economic Security (CARES) Act and amended by the Consolidated
Appropriations Act (CAA), the American Rescue Plan Act (ARPA) and the Infrastructure
Investment and Jobs Act (11JA), incentivizes employers severely impacted by the COVID-19
pandemic to retain their employees when they might otherwise find it difficult to do so. The
fully refundable tax credit is allowed against the employer's share of employment taxes for
qualified wages paid after March 12, 2020 and before October 1, 2021. Credits in excess of
the tax amounts paid by an employer are treated as overpayments and are also refunded to
the employer. The ERC is calculated as a percentage of qualified wages (as defined in the
CARES Act, as amended) paid by an eligible employer. The Organization qualified for the
ERC as it experienced a significant decline in gross receipts (for 2020, defined as a 50%
decline in gross receipts when compared to the same calendar quarter in 2019, and for
2021, defined as a 20% decline in gross receipts when compared to the same quarter in
2019). The Organization averaged less than 100 full-time employees (FTEs) during 2019,
therefore, it was considered a small employer during 2020 and 2021. As a small employer,
all of the Organization's otherwise qualified wages were eligible for the ERC. For 2020, the
ERC equaled 50% of an employee's qualified wages up to $10,000 per employee per
calendar quarter with a maximum annual credit for each employee of $5,000. For 2021, the
ERC equaled 70% of an employee's qualified wages up to $10,000 per employee per
calendar quarter with a maximum annual credit of $21,000 for each employee.

The Organization accounts for its portion of this federal funding in accordance with FASB
ASC 958-605 Not-for-Profit Entities — Revenue Recognition, guidance for conditional
contributions and, accordingly, revenues are measured and recognized when barriers are
substantially met. The Organization claimed credits of $429,686 on amended forms 941
which are included in other grant revenue in the statement of activities for the year ended
December 31, 2021. As of December 31, 2023 and 2022, the Organization had an
employee retention credit receivable of $90,864 presented on the statements of financial
position. As noted in Note 10, this amount was collected in full plus interest subsequent to
year end.
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FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE3 PROPERTY AND EQUIPMENT

The major categories of property and equipment at December 31 are as follows:

Useful Lives 2023 2022

Land N/A $ 300,000 $ 300,000
Building 39 Years 3,736,062 3,736,062
Vehicles 510 7 Years 44,556 44,556
Computer Equipment 5to 7 Years 49,064 49,064
Furniture and Fixtures 51to 10 Years 78,023 78,023
Animal Housing 51to 10 Years 168,273 168,273
Appliances 5to 7 Years 51,233 51,233
Other 5 Years 46,054 46,054
Construction in Progress N/A 3,348,681 83,108

Total 7,821,946 4,556,373
Less: Accumulated Depreciation (835,134) (694,618)

Property and Equipment, Net $ 6,986,812 $ 3,861,755

Depreciation expense was $140,516 and $145,290 for the years ended December 31, 2023
and 2022, respectively.

NOTE 4 LEASES (ASC 842)

The Organization leases office equipment from unrelated parties under a long-term
noncancelable lease agreement. The following table provides quantitative information
concerning the Organization’s lease for the year ended December 31, 2023. There were no
material leases to disclose at December 31, 2022.

Operating Lease Costs $ 10,698
Total Lease Costs $ 10,698

Other Information

Operating Cash Flows from Operating Leases $ 10,698
Right-of-Use Assets Obtained in Exchange for New
Operating Lease Liabilities $ 48,997
Weighted-Average Remaining Lease Term -

Operating Leases 4.0 Years
Weighted-Average Discount Rate - Operating Leases 3.63%
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NOTE 5

NOTE 6

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

LONG-TERM DEBT

The Organization participated and received loan proceeds under the Paycheck Protection
Program (PPP) which was established as part of the Coronavirus Aid, Relief and Economic
Security (CARES) Act and is administered through the U.S. Small Business Administration
(SBA) in the amounts of $197,100, in May 2020 and a Second Draw PPP loan (PP2) in the
amount of $173,182 in March 2021, under the Economic Aid to Hard-Hit Small Business,
Nonprofits and Venues Act (Economic Aid). The PPP and PPP2 are designed to provide a
direct financial incentive for small businesses to keep their workers on the payroll. The
program will forgive loan balances to the extent employees are kept on the payroll and the
loan principal is used for payroll, rent, mortgage interest, or utilities among other expenses
during the eight or twenty-four week period following receipt. Any portion of the loan that is
not forgiven will carry interest of 1% and is due to be paid back within two or five years. The
first payment can be deferred until ten months after the end of the covered period, which is
either eight or twenty-four weeks.

As of December 31, 2021, the Organization recorded PPP2 proceeds of $173,182 as debt
on the statements of financial position and no revenue was recorded for PPP2 proceeds for
the year ended December 31, 2021. The Organization received legal release of PPP from
the SBA, and therefore recorded the amount forgiven, $186,239, as grant revenue on the
statement of activities for the year ended December 31, 2021. The remaining balance will be
payable over a five year term. On July 12, 2022, the Organization received legal release of
PPP2 from the SBA and the full amount was forgiven, $173,182 and was recorded as grant
revenue on the statement of activities for the year ended December 31, 2022.

The SBA reserves the right to audit any PPP loan, regardless of size. These audits may
occur after forgiveness has been granted. In accordance with the CARES Act, all borrowers
are required to maintain their PPP loan documentation for six years after the PPP loan was
forgiven or repaid in full and to provide that documentation to the SBA upon request. The
Organization does not believe the results of any audit or reviews by the SBA would have a
material impact on the financial statements.

ENDOWMENT FUNDS

The Organization's endowments consist of donor-restricted endowment funds. Net assets
associated with endowment funds are classified and reported based on the existence or
absence of donor-imposed restrictions.

The Organization follows accounting standards that provide a framework for classifying net
assets with donor restricted endowment funds held by organizations that are subject to an
enacted version of the Uniform Prudent Management of Institutional Funds Act (UPMIFA). A
key component of that framework is a requirement to classify the portion of donor restricted
endowment funds net assets with donor restriction until appropriated for expenditure.
Another key component is a requirement for expanded disclosures about all endowment
funds.
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NOTE 6

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

ENDOWMENT FUNDS (CONTINUED)

Interpretation of Relevant Law

The Board of the Organization have interpreted UPMIFA as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds
absent explicit donor stipulations to the contrary. As a result of this interpretation, the
Organization classifies as net 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 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 remaining portion of the donor-restricted endowment
fund that is not classified in net assets with donor restriction is classified as without donor
restriction until those amounts are appropriated for expenditure by the Organization in a
manner consistent with the standard of prudence prescribed by UPMIFA. In accordance with
UPMIFA, the Organization considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund

The purposes of the Organization and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Organization

The investment policies of the Organization

NogasrwbdbE

Endowment net asset composition by type of fund as of December 31, 2023 is as follows:

Earnings With Principal
Donor With Donor
Restriction Restriction Total
Donor-Restricted Endowment Funds $ 37,349 $ 555461 $ 592,810

Changes in Endowment Net Assets for the Fiscal Year Ended December 30, 2023:

December 31, 2023

Earnings With Principal
Donor With Donor
Restriction Restriction Total
Endowment Net Assets - Beginning of
Year $ (13,154) $ 555461 $ 542,307
Investment Return 55,295 - 55,295
Appropriation of Endowment Assets
for Expenditure (4,792) - (4,792)
Endowment Net Assets - End of Year $ 37,349 $ 555461 $ 592810

(19)



FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE6 ENDOWMENT FUNDS (CONTINUED)

Endowment net asset composition by type of fund as of December 30, 2022 is as follows:

Earnings With Principal
Donor With Donor
Restriction Restriction Total
Donor-Restricted Endowment Funds $ (13,154) $ 555,461 $ 542,307

Changes in Endowment Net Assets for the Fiscal Year Ended December 30, 2022:

December 31, 2022

Earnings With Principal
Donor With Donor
Restriction Restriction Total
Endowment Net Assets - Beginning of
Year $ 66,830 $ 555,461 $ 622,291
Investment Return (79,134) - (79,134)
Appropriation of Endowment Assets
for Expenditure (850) - (850)
Endowment Net Assets - End of Year $ (13,154) $ 555,461 $ 542,307

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that
attempt to generate income in the form of investment earnings that can be used to support
the annual operating budget and to provide a financial resource to the Organization in
perpetuity. Endowment assets include those assets of donor-restricted funds that the
Organization must hold in perpetuity or for a donor-specified period. Under this policy, as
approved by the Board, the endowment assets are invested in a portfolio mix between
money market securities and equities and may vary greatly during market cycles.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, the Organization relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). The Organization targets a
diversified asset allocation that places a greater emphasis on equity-based investments to
achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

Decisions to appropriate funds from each endowment for expenditures or to accumulate
such funds shall be made by the Board. The Board may authorize a committee of the Board
to make recommendations to the Board in carrying out its responsibilities with respect to the
expenditure of Organization’s endowment funds. Such committee and the Board must act in
good faith, and must consider the uses, benefits, purposes and duration for which the
endowment fund was established.
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NOTE 6

NOTE 7

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

ENDOWMENT FUNDS (CONTINUED)

Funds With Deficiencies

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 UPMIFA requires the
Organization to retain as a fund of perpetual duration. As of December 31, 2023, there were
no funding deficiencies. As of December 31, 2022 donor restricted funds with original gift
values of $555,461, fair values of $542,307 and deficiencies of $13,154, were reported in
net assets with donor restrictions. These deficiencies resulted from continued appropriation
for certain programs that was deemed prudent by the governing board.

FAIR VALUE MEASUREMENTS

The Organization utilizes fair value measurements to record fair value adjustments to certain
assets and to determine fair value disclosures. Beneficial interests and investments are
recorded at fair value on a recurring basis. Additionally, from time to time, the Organization
may be required to record at fair value other assets on a nonrecurring basis, such as
property held for sale and other long lived assets. These nonrecurring fair value adjustments
typically involve the application of lower of cost or market accounting or write downs of
individual assets.

Following is a description of the valuation methodologies and key inputs used to measure
consolidated financial assets recorded at fair value. The fair value hierarchy is categorized
into three levels as follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical
assets or liabilities that the Organization has the ability to access.

Level 2 - Valuations based on inputs other than quoted prices included in Level 1 that
are observable, either directly or indirectly.

Level 3 - Valuations based on inputs that are unobservable and significant to the overall
fair value measurement.

Fair value is a market-based measure, based on assumptions of prices and inputs
considered from the perspective of a market participant that are current as of the
measurement date, rather than an entity-specific measure. Therefore, even when market
assumptions are not readily available, the Organization's own assumptions are set to reflect
those that market participants would use in pricing the asset at the measurement date.

The Organization’s policy is to recognize transfers in and out of Level 1, 2 and 3 fair value
classifications as of the actual date of the event of change in circumstances that caused the
transfer. There were no significant transfers between levels of fair value hierarchy during
both the years ended December 31, 2023 and 2022.

(1)



NOTE 7

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

FAIR VALUE MEASUREMENTS (CONTINUED)

The following table presents information about the Organization's assets measured at fair
value on a recurring basis as of December 31, 2023 based upon the three-level hierarchy:

Level 1 Level 2 Level 3 Total
Money Market Funds $ 22,449 $ - $ - $ 22,449
Mutual Funds 570,361 - - 570,361
Total $ 592,810 $ - $ - $ 592810

The following table presents information about the Organization's assets measured at fair
value on a recurring basis as of December 31, 2022 based upon the three-level hierarchy:

Level 1 Level 2 Level 3 Total
Money Market Funds $ 63,132 $ - $ - $ 63,132
Mutual Funds 479,175 - - 479,175
Total $ 542,307 $ - $ - $ 542,307

The Organization has assets that under certain conditions are subject to measurement at
fair value on a nonrecurring basis. These include assets that are measured at the lower of
cost of market and had a fair value below carrying value at the end of the period
summarized below.

The following table presents assets that are measured at fair value on a nonrecurring basis
at December 31, 2022:

Assets Measure at Fair Value on a Nonrecurring Basis
Level 1 Level 2 Level 3 Total
Asset Held for Sale $ - $ 218,300 $ - $ 218,300

The following is a description of the valuation methodologies used for the Organization’s
financial assets that are measured at fair value, including the general classification of such
assets pursuant to the valuation hierarchy:

Mutual Funds

The Organization’s common stock and equity mutual funds are classified as Level 1 in the
fair value hierarchy, as quoted prices are available for these securities in an active market.

Money Market Funds

Money market funds are classified as Level 1 in the fair value hierarchy and are valued at
closing quoted prices reported in an active market.

Asset Held for Sale

This asset is measured at fair value which is based on the offer price obtained from a third
party and is considered a Level 2 item.
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FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

NOTE8 NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are comprised of the following at December 31:

Restriction 2023 2022
New Shelter Purpose/Time $ 3,823,025 $ 2,601,485
Endowment Fund Purpose/Time 592,810 542,307
Adoption Preparation Expenses Purpose 80,327 71,307
Total $ 4,496,162 $ 3,215,099

Net assets released from donor restrictions by incurring expenses satisfying the restricted purpose or
by occurrence of other events specified by donors at December 31.

2023 2022
New Shelter $ 108,352 $ 23,563
Bernice Barbour Grant 13,747 16,253
Best Friends Grant 7,176 -
Community Foundation of SW Michigan 9,400 -
Two Seven Oh 9,810 -
Total $ 148,485 $ 39,816

NOTE9 LIQUIDITY AND AVAILABILITY

The Organization’s financial assets available within one year of the statement of financial
position date for general expenditure such as operating expenses and fixed asset additions
not financed with debt are as follows as of December 31:

2023 2022
Financial Assets

Cash and Cash Equivalents $ 2,286,205 $ 3,325,219
Grants Receivable 2,190 10,000
Promises to Give 102,000 152,000
Employee Retention Credit Receivable 90,864 90,864
Accounts Receivable 81,811 33,559
Investments 592,810 542,307
Financial Assets Available 3,155,880 4,153,949
Less: Net Assets With Donor Restrictions (4,496,162) (3,215,099)

Financial Assets Available for General
Expenditures Within One Year $ (1,340,282) $ 938,850

(23)



NOTE 9

NOTE 10

NOTE 11

FRIENDS FOR ANIMALS OF METRO DETROIT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023 AND 2022

LIQUIDITY AND AVAILABILITY (CONTINUED)

Net assets with board restrictions totaling $372,034 represent a board-directed reserve fund
raised through the Organization's most recent capital campaign. The reserve fund balance is
free of donor restrictions and can be utilized by the Organization with Board approval on
general expenditures, liabilities and on other obligations as they come due. As noted in
Note 10, subsequent to year end the Organization obtained a line of credit from a financial
institution for $1,400,000. This amount will become available for use by the Organization
during 2024. Also noted in Note 11, subsequent to year end the new shelter was placed in
service which released a significant portion of net assets with donor restrictions and
increased the financial assets available for expenditure.

CONTRIBUTED NONFINANCIAL ASSETS

For the years ended December 31, contributed nonfinancial assets on the consolidated
statements of activities and changes in net assets included the following:

Valuation
2023 2022 Description Technique
Donated services consist Fair market value of
Donated Services $ 23,143 % 37,905 primarily of veterinary services. services provided.
Premises owned by the City Fair rental value of
Contributed Facilities 46,000 46,000 of Dearborn. space provided.
Other contributions include pet, Fair market value of
Other Contributions 1,879 985 event, and office supplies. items contributed.

Total $ 71,022  $ 84,890

There were no donor restrictions associated with these contributed nonfinancial assets other
than those satisfied within the year of donation and therefore shown as net asset without
donor restrictions.

SUBSEQUENT EVENTS

The Organization has evaluated events through August 26, 2024, which is the date the
financial statements were available to be issued and noted the following events requiring
disclosure:

e Subsequent to year end, the Organization received payment for the Employee
Retention Credit Receivable recorded on the statement of financial position in full
plus interest.

e Subsequent to year end, the Organization was granted occupancy to their new
shelter. Net assets restricted for use for the new shelter will be released from
restrictions accordingly during 2024.

e Subsequent to year end, the Organization entered into an agreement for a
$1,400,000 line of credit with a financial institution.
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