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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Esperanza Shelter, Inc.
Santa Fe, New Mexico

Opinion

We have audited the accompanying financial statements of Esperanza Shelter, Inc. (a nonprofit
organization) (the “Organization), which comprise the statement of financial position as of June 30, 2021,
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 Esperanza Shelter, Inc. as of June 30, 2021, 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 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 these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

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



Auditors’ Responsibility

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 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 generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e 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.



Report on Summarized Comparative Information

We have previously audited the Organization’s 2020 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated April 26, 2021. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30,
2020, is consistent, in all material respects, with the audited financial statements from which it has been
derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 27, 2022,
on our consideration of the Organization’s internal control over financial reporting and on our test of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Organization’s internal control over
financial reporting and compliance.

C'cv-u, ’?‘7?4-) £ Jn-’o,/mwa, Le.c,

Carr, Riggs, & Ingram, LLC,
Santa Fe, New Mexico
April 27,2022



June 30,

Esperanza Shelter, Inc.
Statements of Financial Position

2021 2020

Assets

Current assets
Cash and cash equivalents
Restricted cash- grants
Accounts receivable
Other current assets

$ 501,141 S 775,553

100,000 9,000
204,014 275,458
32,785 14,758

Total current assets

837,940 1,074,769

Non-current assets
Property and equipment, net
Investments

495,295 506,851
1,451,114 1,069,621

Total non-current assets

1,946,409 1,576,472

Total assets

$ 2,784,349 $ 2,651,241

Liabilities and Net Assets
Current liabilities
Accounts payable

S 28,549 S 45,853

Accrued payroll expenses 22,588 25,863
Compensated absences 47,672 39,738
Current portion of lease liability 8,231 -
Deferred revenue 100,000 -
Paycheck Protection Program (PPP) Loan 295,920 295,920

Total current liabilities 502,960 407,374

Long-term liabilities

Lease liability 25,520 -

Total long-term liabilities 25,520 -

Total liabilities 528,480 407,374

Net assets
Without donor restrictions
With donor restrictions

1,110,569 1,219,667
1,145,300 1,024,200

Total net assets

2,255,869 2,243,867

Total liabilities and net assets

$ 2,784,349 S 2,651,241

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



Esperanza Shelter, Inc.
Statements of Activities

Without Donor  With Donor 2021 Summarized
For the years ended June 30, Restrictions Restrictions Total Total
Revenue and Other Support
Federal, state and local grants S - $ 1,663,994 S 1,663,994 S 1,354,220
Contributions 604,548 160,594 765,142 676,211
In-kind donations 1,575 - 1,575 154,976
Private grants 35,000 200,973 235,973 244,095
Bequests 6,972 - 6,972 370,000
Net investment gain 239,459 - 239,459 10,091
Events - - - 600
Corporate sponsorship - - - 7,500
Miscellaneous income 21,514 - 21,514 12,912
Fees for services 250 - 250 3,760
Net assets released from restrictions 1,904,461 (1,904,461) - -
Total revenue and other support 2,813,779 121,100 2,934,879 2,834,365
Expenses
Program services
Program services 2,287,230 - 2,287,230 1,734,071
Total program services 2,287,230 - 2,287,230 1,734,071
Supporting services
General and administrative 590,734 - 590,734 611,275
Fundraising 44,913 - 44,913 51,244
Total supporting services 635,647 - 635,647 662,519
Total expenses 2,922,877 - 2,922,877 2,396,590
Change in Net Assets (109,098) 121,100 12,002 437,775
Net assets at beginning of year 1,219,667 1,024,200 2,243,867 1,806,092
Reclassification - - - -
Net assets at end of year $ 1,110,569 $ 1,145,300 $ 2,255,869 S 2,243,867

The accompanying notes are an integral part of these financial statements.
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For the year ended June 30,

Programs Services

Esperanza Shelter, Inc.
Statements of Functional Expenses

Supporting Services

Programs Services

General and

Administrative  Fundraising

Advertising S 9 § 4,083 S -
Bank fees and interest - 8,802 -
Board expenses - - -
Client services 953,455 - -
Computer costs 11,463 11,462 -
Contractual services 42,715 19,846 9,608
Depreciation 97,225 4,052 -
Development - - 786
Equipment leases (2,028) 2,861 -
Fees 3,326 1,175 -
In-kind 1,575 - -
Insurance 43,336 10,361 -
Meals and travel - 195 -
Membership dues - 1,323 -
Miscellaneous - 111 366
Office supplies 176 3,282 -
Outreach and education - - -
Payroll taxes and benefits 144,104 68,022 5,127
Postage - 1,253 -
Printing 2,554 1,849 -
Professional development 2,888 1,297 -
Recruitment 6,281 - -
Rent 91,176 30,392 -
Repairs and maintenance 15,411 8,795 -
Salaries and wages 815,791 385,081 29,026
Security 2,787 - -
Subscriptions - 1,441 -
Telephone 33,874 18,655 -
Utilities 21,014 6,395 -
Volunteers/advocates 9 - -
Total S 2,287,230 S 590,734 S 44,913

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

2021 Total Total 2020
$ 4,182 S 1,941
8,802 7,681
- 951
953,455 207,837
22,925 12,924
72,169 103,224
101,277 78,367
786 1,228
833 13,582
4,501 10,273
1,575 132,912
53,697 70,415
195 3,068
1,323 3,038
477 9,232
3,458 8,175
- 780
217,253 205,371
1,253 914
4,403 6,474
4,185 8,648
6,281 17,522
121,568 117,012
24,206 41,580
1,229,898 1,251,810
2,787 1,852
1,441 1,639
52,529 43,156
27,409 34,695
9 289
S 2,922,877 S 2,396,590
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Esperanza Shelter, Inc.
Statements of Functional Expenses

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



Esperanza Shelter, Inc.
Statements of Cash Flows

For the years ended June 30, 2021 2020
Cash Flows from Operating Activities
Change in net assets S 12,002 $ 437,775
Adjustments to reconcile change in net assets to
net cash provided by (used in) operating activities
Depreciation 101,277 78,367
Net investment gain (239,459) (10,091)
Changes in operating assets and liabilities
Accounts receivable 71,444 (193,677)
Other current assets (18,027) (7,073)
Accounts payable (17,304) (6,281)
Accrued payroll expenses (3,275) (13,856)
Compensated absences 7,934 8,902
Deferred revenue 100,000 -
Net cash provided by operating activities 14,592 294,066
Investing Activities
Purchase of property and equipment (49,836) (73,075)
Proceeds from sale of property and equipment - 7,905
Purchase of investments (317,684) (348,451)
Proceeds from sale of investments 175,650 519,017
Net cash provided by (used in) investing activities (191,870) 105,396
Financing Activities
Proceeds from PPP Loan - 295,920
Payments on lease obligations (6,134) -
Net cash provided by financing activities (6,134) 295,920
Net change in cash and cash equivalents (183,412) 695,382
Unrestricted cash and cash equivalents at beginning of year 775,553 89,171
Restricted cash and cash equivalents at beginning of year 9,000 -
Cash and cash equivalents at beginning of year 784,553 89,171
Unrestricted cash and cash equivalents at end of year 501,141 775,553
Restricted cash and cash equivalents at end of year 100,000 9,000
Cash and cash equivalents at end of year S 601,141 784,553
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest S 6 5

NON-CASH TRANSACTIONS

During the year ended June 30, 2021 and 2020, the Organization received donated goods

and services valued at $1,575 and $154,976, respectively.

The accompanying notes are an integral part of these financial statements.
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Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 1: DESCRIPTION OF THE ORGANIZATION

Esperanza Shelter, Inc. (the “Organization”), was established/founded in 1976 and formally organized as
a not-for-profit 501(c)(3) organization in 1985, under the laws of the State of New Mexico. Esperanza’s
purpose is to conduct a program of social services, advocacy, and education, designed to alleviate the
problem of domestic violence in North Central New Mexico. Its goals are to protect adults, teens and
children from abuse, neglect and exploitation, to offer remedies to domestic violence, and to positively
impact community and systems response to domestic violence. All activities are reported under a single
program for functional reporting. Its operations are located in Santa Fe, New Mexico.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America (U.S. GAAP).
The Financial Accounting Standards Board (FASB) provides authoritative guidance regarding U.S. GAAP
through the Accounting Standards Codification (ASC) and related Accounting Standards Updates (ASUs).

Use of Estimates

The preparation of U.S. GAAP financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and changes therein, and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.
Estimates that are particularly susceptible to significant change in the near term are related to
depreciation of property and equipment, allocation of functional expenditures, and valuation of
investments.

Comparative Financial Information

The financial statements include certain prior-year summarized comparative information in total but not
by net asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with generally accepted accounting principles. Accordingly, such information should be read
in conjunction with the Organization's financial statements for the year ended June 30, 2020, from which
the summarized information was derived.

Cash and Cash Equivalents

Cash and cash equivalents include cash and all highly liquid investments with an original maturity of 90
days or less.

-12 -



Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Restricted Cash

Amounts included in restricted cash represent those required to be set aside by the restrictions set forth
by the donors. The restriction will lapse when the related purpose of the funds have been used. The
Organization expects to use this restricted cash within the next fiscal year.

Accounts Receivable

Accounts receivable are stated at unpaid balances, less an allowance for doubtful accounts. The
Organization provides for losses on accounts receivable using the allowance method. The allowance is
based on experience, third-party contracts, and other circumstances, which may affect the ability of
members to meet their obligations.

Receivables are considered impaired if full principal payments are not received in accordance with the
contractual terms. It is the Organization's policy to charge off uncollectible accounts receivable when
management determines the receivable will not be collected.

Promises to Give

Conditional promises to give are not recognized in the financial statements until the conditions are
substantially met or explicitly waived by the donor. Unconditional promises to give that are expected to
be collected within one year are recorded at net realizable value. Unconditional promises to give that are
expected to be collected in more than one year are recorded at fair value, which is measured as the
present value of their future cash flows. The discounts on those amounts are computed using risk-
adjusted interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contribution revenue. In the absence of donor stipulations to the contrary,
promises with payments due in future periods are restricted to use after the due date. Promises that
remain uncollected more than one year after their due dates are written off unless the donors indicate
that payment is merely postponed.

Bequests Receivable

Bequests receivable are recognized when notification has been received that the Organization has been
named as a beneficiary in a will for which the amount to be received has been made known or an estimate
has been provided by the executor of the estate. If a will provides a percentage of the estate for the
Organization, but the total amount of the estate is unknown, no entries are recorded; however, if the
amount could be material, a disclosure is made in the annual financial statements.

-13 -



Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments

The Organization reports investments in equity securities with readily determinable fair values and all
investments in debt securities at their fair values in the Statement of Financial Position. Unrealized gains
and losses are included in the change in net assets in the accompanying Statement of Activities.
Investment income and gains restricted by donors are reported as increases in net assets without donor
restrictions if the restrictions are met (either a stipulated time period ends, or a purpose restriction is
accomplished) in the reporting period in which the income and gains are recognized.

Property and Equipment

All acquisitions of property and equipment in excess of $2,500 and all expenditures for maintenance,
renewals, and betterments that materially prolong the useful lives of assets are capitalized. Repairs and
maintenance are expensed as incurred. Property and equipment are carried at cost or, if donated, at the
approximate fair value at the date of donation. Depreciation is computed using the straight-line method.

Analysis of Impairment

Management reviews long-lived assets for impairment whenever events or changes in circumstances
indicated that the carrying amount of an asset may not be recoverable. Impairment is determined based
upon a comparison of future cash flows to the recorded value of the assets. If the future undiscounted
cash flow expected to result from the use of the asset and its eventual disposition are less than the
carrying amount of the asset, an impairment loss is recognized. Long-lived assets to be disposed of are
reported at the lower of carrying amount or fair value less costs to sell.

Deferred Revenue

Deferred revenue represents receipts under grants for which the related services or conditions of barrier
have not yet been performed or met. These amounts will be recognized as unrestricted revenue at the
time the services have been performed and related costs incurred. As of June 30, 2021 there was $100,000
of deferred revenue in relation to a grant that has not met the restrictions required by the donor.

Compensated Absences

The Organization provides paid time off (PTO) for their employees. Time off accrues based upon years of
service. This is recorded as compensated absences on the statement of position.

-14 -



Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets

The Organization reports information regarding its financial position and activities according to two
classes of net assets that are based upon the existence or absence of restrictions on use that are placed
by its donors: net assets without donor restrictions and net assets with donor restrictions.

Net assets without donor restrictions are resources available to support operations and not subject to
donor restrictions. The only limits on the use of net assets without donor restrictions are the broad limits
resulting from the nature of the Organization, the environment in which it operates, the purposes
specified in it corporate documents and its application for tax-exempt status, and any limits resulting from
contractual agreements with creditors and others that are entered into in the course of its operations.

The governing board has designated, from net assets without donor restrictions, net assets for an
operating reserve and capital assets reserve.

Net assets with donor restrictions are resources that are subject to donor-imposed restrictions. Some
restrictions are temporary in nature, such as those that are restricted by a donor for use for a particular
purpose or in a particular future period. Other restrictions may be perpetual in nature, such as those that
are restricted by a donor that the resources be maintained in perpetuity.

When a donor's restriction is satisfied, either by using the resources in the manner specified by the donor
or by the passage of time, the expiration of the restriction is reported in the financial statements by
reclassifying the net assets from net assets with donor restrictions to net assets without donor
restrictions.

Revenue Recognition

Fees for services, events and miscellaneous revenues are accounted for under ASC Topic 606, Revenue
from Contracts with Customers (ASC 606), recognizing revenue when performance obligations under the
terms of the contracts with customers are satisfied. Prior to the adoption of ASC 606, the Organization
recognized revenue when persuasive evidence of an arrangement existed, delivery of service had
occurred, the sales price was fixed or determinable and collectability was reasonably assured. Income
from received in advance are deferred and recognized over the periods to which the dates and fees relate.

Contributions, in-kind donations, private grants, bequests, and sponsorships are recognized when cash,
other assets, an unconditional promise to give, or notification of a beneficial interest is received.
Conditional promises to give are not recognized until the conditions on which they depend have been
substantially met or the donor has explicitly released the restriction. Contributions received with donor-
imposed restrictions that are met in the same year in which the contributions are received are classified
as net assets without donor restrictions.

-15-



Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue Recognition (Continued)

The Organization’s revenue is also derived from cost-reimbursable federal, state and local grants or
contracts, which are conditioned upon certain performance requirements and/or the incurrence of
allowable qualifying expenses. These benefits received by the public as a result of the assets transferred
is not equivalent to commensurate value received by the government agencies and the local foundations
and are therefore not considered exchange transactions and not subject to ASC Topic 606. Grants and
contracts are analyzed for measurable performance related barriers or other barriers. Grant revenues are
recognized when the requirements under the grant have been fulfilled. Amounts received that do not
meet the criteria for revenue recognition described above are deferred revenue until all criteria have been
fulfilled. Grant funding received as advances are recorded as refundable advances until the conditions of
the grant have been met or amounts have been refunded.

Donated Assets

Donated investments and other noncash donations are recorded as contributions at their fair values at
the date of donation.

Donated Services

Donated services are recognized as contributions if the services (a) create or enhance nonfinancial assets
or (b) require specialized skills, are performed by people with those skills, and would otherwise be
purchased by the Organization. Volunteers also provided fund-raising services throughout the year that
are not recognized as contributions in the financial statements since the recognition criteria were not met.

Functional Allocation of Expenses

Directly identifiable expenses are charged to programs and supporting services. Expenses related to
payroll, payroll taxes, and employee benefits are allocated based on actual percentages of time spent in
each functional area. Expenses related to maintenance and upkeep of the entire facility are allocated
across functional areas based on a fixed percentage.

Advertising

The Organization uses advertising to promote its programs among the audiences it serves. The production

costs of advertising are expensed as incurred. During the years ended June 30, 2021 and 2020, advertising
costs totaled $4,182 and $1,941, respectively.
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Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes

Under section 501(c)(3) of the Internal Revenue Code, the Organization is exempt from taxes on income
other than unrelated business income.

The Organization utilizes the accounting requirements associated with uncertainty in income taxes using
the provisions of Financial Accounting Standards Board (FASB) ASC 740, Income Taxes. Using that
guidance, tax positions initially need to be recognized in the financial statements when it is more-likely-
than-not the positions will be sustained upon examination by the tax authorities. It also provides guidance
for derecognition, classification, interest and penalties, accounting in interim periods, disclosure and
transition. As of June 30, 2021 and 2020, the Organization has no uncertain tax provisions that qualify for
recognition or disclosure in the financial statements. The Organization believes it is no longer subject to
income tax examinations for years prior to 2018.

Subsequent Events

Management has evaluated subsequent events through the date that the financial statements were
available to be issued, April 27, 2022. See Note 16 for relevant disclosures. No subsequent events
occurring after this date have been evaluated for inclusion in these consolidated financial statements.

Recent Accounting Pronouncements

In September 2020, the FASB issued ASU 2020-07, Not-for-Profit Entities (Topic 958): Presentation and
Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. This change in accounting
principal did not have a material impact on the financial statements.

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09, Revenue from
Contracts with Customers (Topic 606). This guidance specifies that an entity should recognize revenue to
depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. This ASU
and its amendments supersede the revenue recognition requirements in Topic 605, Revenue Recognition,
and most industry specific guidance.

Effective July 1, 2020, the Organization adopted ASC 606, using the modified retrospective method. This
method allows the standard to be adopted retrospectively through a cumulative adjustment to retained
earnings recognized upon adoption. Therefore, the 2020 financial statements have not been restated and
continue to be reported under the accounting standards in effect for that year. This change in accounting
principal did not have a material impact on the financial statements.
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Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recent Accounting Pronouncements (Continued)

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU and its
amendments supersedes the leasing guidance in Topic 840, entitled Leases. Under the guidance, lessees
are required to recognize lease assets and lease liabilities on the statement of financial position for all
leases with terms longer than 12 months. Leases will be classified as either finance or operating, with
classification affecting the pattern of expense recognition in the statement of activities. For nonpublic
entities, the standard is effective for fiscal years beginning after December 15, 2020. Early adoption is
permitted. ASU 2020-05, Revenue from Contracts with Customers (Topic 606) and Leases (Topic 842):
Effective Dates for Certain Entities, amended the effective date of ASU 2016-02 for certain organizations.
Specifically, private companies and private not-for-profit organizations may apply the new leases standard
for fiscal years beginning after December 15, 2021, and to interim periods within fiscal years beginning
after December 15, 2022. The Organization is currently evaluating the impact of the guidance on its
financial statements.

NOTE 3: LIQUIDITY AND FINANCIAL ASSET AVAILABILITY

The Organization maintains its financial assets primarily in cash and cash equivalents and accounts
receivable to provide liquidity to ensure funds are available as the Organization’s expenditures come due.
The following reflects the Organization’s financial assets available for general use within one year of the
statement of financial position date.

June 30, 2021 2020
Cash and cash equivalents $ 501,141 $§ 775,553
Accounts receivable 204,014 275,458
Investments 1,451,114 1,069,621

2,156,269 2,120,632

Less current liabilities (excludes PPP loan) (207,040) (111,454)
Less net assets with donor restrictions (1,145,300) (1,024,200)
Total available for general expenditures S 803,929 S 984,978

The Organization’s endowment funds consist of donor-restricted endowment with income available for
general expenditures, based on market conditions. This distribution has not been taken in fiscal years
ending June 30, 2021 or June 30, 2020. As part of the Organization’s liquidity management, its policy is to
structure financial assets to be available as its general expenditures, liabilities and other obligations
become due.
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Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 4: ACCOUNTS RECEIVABLE AND PROMISES TO GIVE

Accounts receivable and promises to give consist of the following:

June 30, 2021 2020
Grants receivable S 204,014 S 255,360
Bequests receivable - 20,000
Miscellaneous receivables - 98

Total accounts receivable S 204,014 S 275,458

No allowance for doubtful accounts or bad debt expense were recognized as of and for the years ended

June 30, 2021 and 2020 as all receivables were considered collectible.

NOTE 5: INVESTMENTS
Investments in marketable securities consist of the following:

2021

June 30, Cost Fair Value

2020
Cost Fair Value

Mutual funds $
Exchange traded funds

906,215 $ 990,329
384,952 460,785

S 751,520 $ 734,457
353,801 335,164

Total Investments $ 1,291,167 $ 1,451,114

$ 1,105,321 $ 1,069,621

Investment income consist of the following:

June 30, 2021 2020
Realized capital gains S - S 1,419
Interest and dividends 19 13,477
Unrealized gain 251,988 1,893

Subtotal 252,007 16,789
Less investment fees (12,548) (6,698)

Net investment gain $ 239459 S 10,091

See Note 10 for the information on the fair value determination of these investments.
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Esperanza Shelter, Inc.
Notes to Financial Statements

NOTE 6: PROPERTY AND EQUIPMENT

Property and equipment - net consist of the following:

June 30, Useful lives 2021 2020
Land N/A 67,410 67,410
Building and improvements 40 years 1,338,178 1,310,612
Equipment, furniture and fixtures 3-7 years 204,578 142,583
Vehicles 5-7 years 57,426 57,426

Total property and equipment 1,667,592 1,578,031
Less accumulated depreciation (1,172,297) (1,071,180)

Net property and equipment $ 495,295 S 506,851

Depreciation expense for the years ended June 30, 2021 and 2020 was $101,277 and $78,367,
respectively.

NOTE 7: NET ASSETS
A summary of net assets without donor restrictions follows:

Without donor restrictions

June 30, 2021 2020
Undesignated S 674,655 S 1,159,056
Board designated

Endowments 435,914 60,611
Total net assets without donor restrictions $ 1,110,569 S 1,219,667
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NOTE 7: NET ASSETS (Continued)

A summary of net assets with donor restrictions follows:

With donor restrictions

June 30,

Esperanza Shelter, Inc.
Notes to Financial Statements

2021 2020

Purpose restricted
Shelter improvements
Intermediary housing
Endowments

S 30,100 S 9,000
100,000 -
1,015,200 1,015,200

Total net assets with donor restrictions

$ 1,145,300 S 1,024,200

Net assets released from restriction are as follows:

Net assets released from restriction

June 30,

2021 2020

Purpose restricted
Shelter improvements
Program services

S 9,000 S 25,400
1,895,461 1,742,987

Total net assets with donor restrictions

$ 1,904,461 S 1,768,387

NOTE 8: REVENUE

The Organization is recognizing revenue at a point in time for its fees for services, events and miscellaneous
revenues. These revenues are received at the time of service or when any related performance obligation

has been met.
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NOTE 8: REVENUE (Continued)
Disaggregated Revenue

A summary of disaggregated revenue information follows:

For the year ended December 31, 2021 2020
Revenue subject to Topic 606
Fees for services S 250 S 3,760
Events - 600
Miscellaneous revenues 21,514 12,912
Subtotal S 21,764 S 17,272
Revenue not subject to Topic 606
Federal grants $ 589,855 S 156,599
State and local grants 1,074,139 1,197,621
Private grants 235,973 244,095
Contributions 765,142 676,211
Net investment gain 239,459 10,091
Bequests and in-kind donations 8,547 532,476

Subtotal

$ 2,913,115

$ 2,817,093

Total Revenue

$ 2,934,879

$ 2,834,365

The Organization’s customers are primarily adults, teens, and children at risk of abuse, neglect, or
exploitation located in Santa Fe, New Mexico.

NOTE 9: ENDOWMENTS

The Organization’s endowment consists of a single estate. As required by generally accepted accounting
principles, net assets associated with endowment funds, including funds designated by the Board of Directors
to function as endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions. 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 (c) accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instruments 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 restrictions is
classified as net assets without donor restrictions when those amounts are appropriated for expenditure by
the Organization in a manner consistent with the standard of procedure prescribed by the Board of Directors.
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NOTE 9: ENDOWMENTS (Continued)

The Organization has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA), for
endowment assets to provide a predictable stream of funding to programs supported by its endowment
funds, while also maintaining the purchasing power of those endowment assets over the long-term.
Accordingly, the investment process seeks to achieve capital appreciation until endowment assets are
invested in a well-diversified asset mix, which includes equity and debt securities, intended to result in a
consistent inflation-protected rate of return that has sufficient liquidity to make an annual distribution,
approximately 4% for future years once sufficient gains are realized, while growing the funds if possible.
Investment risk is measured in terms of total endowment fund; investment assets and allocation between
asset classes and strategies are managed to not expose the fund to unacceptable levels of risk.

From time to time, certain donor-restricted endowment funds may have fair values that are less than the
amount required to be maintained by donors or by law (underwater endowments). As of June 30, 2021 and

2020, there were no underwater endowments.

Endowment net asset composition by type of fund follows:

June 30, 2021 2020

Endowment funds with donor restrictions

$ 1,015,200 S 1,015,200

Board-designated endowment funds without donor restrictions 435,914 60,611

Total endowment funds

$ 1,451,114 S 1,075,811

Changes in endowment net assets follow:

2020
2021 Summarized
Without Total Total
Donor With Donor Endowment Endowment
June 30, Restrictions Restrictions Net Assets Net Assets
Endowment net assets -
July 1, S 60,611 $ 1,015,200 $ 1,075,811 $1,208,941
Investment income
Net appreciation 251,988 - 251,988 1,893
Deposit (Withdrawal) 135,863 - 135,863 (125,000)
Amounts appropriated
for expenditure (12,548) - (12,548) (10,023)

Endowment net assets -
June 30,

$ 435914 $ 1,015200 $ 1,451,114 $ 1,075,811
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NOTE 9: ENDOWMENTS (Continued)

In September 2019, the Board of Directors approved a $250,000 internal loan from the endowment asset,
of which $125,000 was drawn down for the fiscal year ended June 30, 2020. Based on the terms of the
arrangement, the Organization will repay principal along with interest based on expected portfolio
earnings.

For the year ended June 30, 2021, the Organization deposited the full amount of the drawn amount along
with approximately 9% of portfolio earnings.

Due to internal transactions, the loan and asset are not reflected in the accompanying financial statements.

NOTE 10: FAIR VALUE MEASUREMENTS

Fair value is the exchange price that would be received for an asset or paid to transfer a liability (exit price)
in the principal or most advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. There are three levels of inputs that may be used to
measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has
the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as:

¢ Quoted prices for similar assets or liabilities in active markets;
¢ Quoted prices for identical or similar assets or liabilities in inactive markets;
¢ Inputs, other than quoted prices, that are:

= observable; or

= can be corroborated by observable market data.

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 maximize the use

of relevant 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 June 30, 2021 and 2020.
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NOTE 10: FAIR VALUE MEASUREMENTS (Continued)

Mutual funds and exchange traded funds (ETF): Valued at the daily closing price as reported by the fund.
Mutual funds and ETFs held by the Organization are open-end that are registered with the SEC. These
funds are required to publish their daily NAV and to transact at that price. The mutual funds held by the
Organization are deemed to be actively traded.

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

Assets measured at fair value on a recurring basis are summarized for the years ended June 30, 2021 and
2020:

June 30, 2021 Level 1 Level 2 Level 3 Total

Mutual funds S 990,329 S - S - S 990,329
Exchange traded funds 460,785 - - 460,785
Total investments at fair value S 1,451,114 S - S - $ 1,451,114
June 30, 2020 Level 1 Level 2 Level 3 Total

Mutual funds S 734,457 S - S - S 734,457
Exchange traded funds 335,164 - - 335,164
Total investments at fair value S 1,069,621 S - S - $ 1,069,621

Changes in Fair Value Levels

The availability of observable market data is monitored to assess the appropriate classification of financial
instruments within the fair value hierarchy. Changes in economic conditions or model-based valuation
techniques may require the transfer of financial instruments from one fair value level to another. In such
instances, the transfer is reported at the beginning of the reporting period.

Management evaluated the significance of transfer between levels based upon the nature of the financial

instrument and size of the transfer relative to total assets. For the years ended June 30, 2021 and 2020,
there were no significant transfers in or out of Levels 1, 2 or 3.
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NOTE 11: CONCENTRATIONS
Concentrations of Credit Risk

Financial instruments, which potentially subject the Organization to concentration of credit risk, consist
principally of cash and cash equivalents. The Organization places its cash equivalents with high quality
credit institutions. At times, such amounts may be in excess of the Federal Deposit Insurance Corporation
(FDIC) insurance limits. At June 30, 2021 and 2020, the amount on deposit that exceeded FDIC insurance
limits was approximately $335,000 and $470,000. The Organization has not experienced any losses from
exceeding the limits. Management believes it is not exposed to any significant credit risk on its cash
balances.

Concentrations of Revenue

Esperanza received 34% and 37% of its revenue and support from the State of New Mexico for the years
ended June 30, 2021 and 2020, respectively. If the granting authorities withdrew their support to a
significant extent, Esperanza could experience financial difficulties.

Amounts received and expended by Esperanza under federal, state and local programs are subject to audit
by government agencies. In the opinion of management, audit adjustments, if any, will not have a
significant effect on the financial position of Esperanza.

NOTE 12: COMMITMENTS
Operating Leases
Building Lease

On December 9, 2011, the Organization moved the “Support Center” into a new facility where it conducts
administrative operations and counseling services. The building is owned by the County of Santa Fe. The
Organization executed a building lease with the County that commenced upon occupancy of the building
and terminates March 28, 2032.

The annual rent is $184,044 plus building and maintenance charges of $600 a month. As provided in the
lease agreement, the annual rent obligation is considered paid by providing services to the sick and
indigent residents of Santa Fe through its program services. The value of the services provided is the
difference between the fair market value of the services and the amount reimbursed by CYFD. Building
and maintenance charges are paid each month and cannot be offset with services provided.

According to the lease, a market appraisal of the annual rent is to be conducted every five years and the
amount is to be adjusted as appropriate based on the appraisal. The County completed a Market Rate
Estimate during December 2015, amending the annual rent to $117,009 commencing March 2016. The
County completed a Market Rate Estimate during June 2020, amending the annual rent to $121,568
commencing July 2020.
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NOTE 12: COMMITMENTS (Continued)
Operating Leases, Building Lease (Continued)

The Organization is required to submit quarterly reports to the County of Santa Fe in order to document
the amount of rent satisfied with services provided. The annual value of services provided in excess of the
annual rent is carried forward to offset rent obligations in the next year. If the annual value of services
provided is less than the annual rent obligation, The Organization is obligated to pay the difference, which
is defined as a “monetary shortfall.”

For the years ended June 30, 2021 and 2020, rent expense satisfied by services provided was $121,568
and $117,012, respectively. Building and maintenance charges paid for the years ending June 30, 2021
and 2020 was $7,200.

As mentioned above, the obligation is only payable if the Organization’s sufficient services are not
provided.

During the years ended June 30, 2021 and 2020, the value of services provided by the Organization under
the lease agreement was in excess of the rent obligation and, according to the lease agreement; any
excess shall be carried forward and applied against the next year’s rent.

Apartment Leases

The Organization entered into apartment leases beginning October 2020 to address the housing needs of
their clients. There are seven apartments being leased and have been extended to December 2022. The
expense for fiscal year ended June 30, 2021 was $70,066.

Operating Leases- minimum lease payments

The minimum lease payments, not including the future market adjustments every five years, are as
follows:

Total
Apartment Operating
For the year ending June 30, Building lease leases Leases
2022 S 121,568 § 99,870 $§ 221,438
2023 121,568 52,692 174,260
2024 121,568 - 121,568
2025 121,568 - 121,568
2026 & Thereafter 668,624 - 668,624
Total S 1,154,896 S 152,562 S 1,307,458
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NOTE 12: COMMITMENTS (Continued)
Capital Leases

In fiscal year 2021, the Organization entered into agreements to lease two copiers that have a fair market
value purchase option at the end of the lease terms, payable at a monthly rate of $898, bearing 0%
interest. One lease matures in November 2021 and the other matures in February 2026. At June 30, 2021
the gross amount recorded in the property and equipment for these copiers is $44,971. The accumulated
amortization is recorded as accumulated depreciation and at June 30, 2021 was $11,220. Depreciation
expense is recorded in lieu of amortization expense, which totaled $11,220 for the year ended June 30,
2021.

The minimum lease payments are as follows:

For the year ending June 30, Copier leases
2022 S 8,231

2023 6,960

2024 6,960

2025 6,960

2026 & Thereafter 4,640

Total S 33,751

NOTE 13: DEFINED CONTRIBUTION PLAN

The Organization sponsors a defined contribution plan (the Plan) covering all employees with at least
three years of service who agree to make contributions to the Plan. The Organization makes a contribution
to the Plan each year equal to 1% of all participants’ compensation. Total expense for the years ended
June 30, 2021 and 2020 was $4,220 and $2,933, respectively.

NOTE 14: PAYCHECK PROTECTION PROGRAM

On May 6, 2020, the Organization received a forgivable loan in the amount of $295,950 under the
Paycheck Protection Program (PPP) pursuant to the CARES Act and administered by the SBA. The PPP
provides for forgivable loans to qualifying businesses. The loan and accrued interest are forgivable as long
as the borrower uses the loan proceeds for eligible purposes, including payroll costs, rent and utilities.
The PPP provides funds to pay up to 24 weeks of eligible costs.
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NOTE 14: PAYCHECK PROTECTION PROGRAM (Continued)

Any unforgiven portion of the PPP loan matures in May 2025, bears interest at a fixed rate of 1% per
annum, and has a deferral of payments for the first ten months after the expiration of 24-week period
beginning on the loan date. The Organization used the PPP loan funds for its payroll and benefits costs,
purposes consistent with the PPP. Forgiveness of the loan and interest were received subsequent to year-
end, see Note 16.

NOTE 15: UNCERTAINTIES

In March 2020, the World Health Organization made the assessment that the outbreak of a novel
coronavirus (COVID-19) can be characterized as a pandemic. As a result, broad domestic and international
stock market indices have declined and the Organization’s fair value of investments has declined similarly.
Such declines in the fair value of investments held by the Organization may materially and adversely
impact the Organization’s ability to achieve its investment objectives and therefore, its operational
objectives. The method in which the Organization is able to operate has been affected as well. Changes
have been made to ensure the Organization’s programs and client support can continue. The extent to
which these events will affect the amounts reported in future financial statements remains uncertain.

NOTE 16: SUBSEQUENT EVENTS
Management evaluated all events or transactions that occurred after June 30, 2021 through April 27, 2022,
the date the Organization’s financial statements were available to be issued. No matters were identified

affecting the accompanying financial statements or related disclosures except as disclosed below.

In September 2021, the principal and interest of the PPP loan described in Note 14 was forgiven.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors & Management
Esperanza Shelter, Inc.
Santa Fe, New Mexico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Esperanza Shelter, Inc.
(a nonprofit organization) (the “Organization”), which comprise the statement of financial position as of
June 30, 2021 and the related statements of activities, functional expense and cash flows for the year then
ended, and the related notes to the financial statements, and have issued our report thereon dated
April 27, 2022.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Organization’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Organization’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity's financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Esperanza Shelter, Inc.’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the organization’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Ccuu, ﬁ“ﬁv £ M, Lie.C.

Carr, Riggs & Ingram, LLC
Albuquerque, New Mexico
April 27, 2022
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Esperanza Shelter, Inc.
Schedule of Findings and Responses
For the Year Ended June 30, 2021

A. SUMMARY OF AUDITORS’ RESULTS

Financial Statements:

1. Type of auditors’ report issued Unmodified

2. Internal control over financial reporting:
a. Material weaknesses identified? None noted
b. Significant deficiencies identified not considered to be material weaknesses? None noted
c. Noncompliance material to the financial statements? None noted

B. Findings- Financial Statement Audit

None noted

C. PRIOR YEAR FINDINGS
2020-001 — Internal Controls Documentation — resolved

2020-002 — Information Technology General Controls — resolved
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