THE RURAL OUTREACH CENTER INC.

FINANCIAL STATEMENTS
7 (Audited) .

‘DECEMBER 31, 2021 AND 2020 -



THE RURAL OUTREACH CENTER INC.

TABLE OF CONTENTS

Independent Auditor’s Report

Financial Statements

Statements of Financial Position,
December 31, 2021 and 2020

Statements of Activities, .
for the Years Ended December 31, 2021 and 2020

Statements of Functional Expenses,
for the Years Ended December 31, 2021 and 2020

Statements of Cash Flows,
for the Years Ended December 31, 2021 and 2020

Notes to the Financial Statements

g

7-14



PRILIPPS=BROOKS

CPAs, P.C.

Certified Public Accountants

76 Riley Street
East Aurora, New York 14052
0716.652.9373
f716.652.0043

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
The Rural Outreach Center Inc.

Opinion

We have audited the accompanying financial statements of The Rural Outreach Center Inc. (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2021 and 2020, and the
related statements of activities, functional expenses, and cash flows for the years then ended, and the related notes
to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of The Rural Outreach Center Inc. as of December 31, 2021 and 2020, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements 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:
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.

o  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 Rural Outreach Center Inc.'s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of si gnificant 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 Rural Outreach Center'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.

T Lo ksl AT s S, AT SRE.,

Philipps and Brooks, CPAs, P.C.
East Aurora, NY

October 12, 2022



THE RURAL OUTREACH CENTER INC.
STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2021 AND 2020

ASSETS 2021 2020
Cash § 2,586,384 § 834,102
Restricted Cash - 289,530
Accounts Receivable 30,097 64,384
Grants Receivable, Current Portion 169,037 254,015
Promises to Give, Current Portion 412,500 13,950
Client Loans Receivable 1,975 4,011
Prepaid Expenses 17,070 13,214

Total Current Assets 3,217,063 1,473,206
Grants Receivable - 139,700
Promises to Give, Net 273,000 29,050
Beneficial Interest in Assets Held by Others 139,441 118,976
Property and Equipment, Net 165,533

Total Assets

LIABILITIES AND NET ASSETS

793,009

$ 4,422,513

$ 1,926,465

Liabilities: :
Accounts Payable 283,677 77,902
Accrued Payroll Liabilities 16,300 2,492

~ Total Current Liabilities $ 299977 § 80,394

Net Assets:

Without Donor Restrictions 1,576,615 558,356
With Donor Restrictions 2,545,921 1,287,715
Total Net Assets 4,122,536 1,846,071

Total Liabilities and Net Assets

See accompanying Independent Auditor's Report and notes to the financial statements.

$ 4,422,513

$ 1,926,465




THE RURAL OUTREACH CENTER INC.
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

For the year ended December 31, 2021 For the year ended December 31, 2020
Without Donor With Donor 2021 Without Donor With Donor 2020
Restrictions Restrictions Total i Restrictions Restrictions Total
Revenue and Other Support _ . .
Service Income $ 119,136 $ - $ 119,136 $ 147,825 $ - $ 147,825
Contributions of Cash 280,609 2,100,064 2,380,673 384,976 314,156 699,132
Contributions of Nonfinancial Assets 328,799 - 328,799 53,684 - 53,684
Grants 434,486 273,222 707,708 225,308 1,121,339 1,346,647
Paycheck Protection Program Grant - - - 72,970 - 72,970
Special Events, Net 60,756 - 60,756 12,931 - 12,931
Investment Earnings, Net - 233 233 - 123 123
Change in Beneficial Interest in Assets Held by
Community Foundation - 20,465 20,465 - 12,396 12,396
Net Assets Released from Restriction for Operations 686,060 (686,060) - 520,407 (520,407) -
Net Assets Released from Restriction for Purchase of
Property and Equipment. 449,718 (449,718) - 65,609 (65,609) -
Total Revenue and Other Support 2,359,564 1,258,206 3,617,770 : 1,483,710 861,998 2,345,708
Expenses
Program Services 897,028 - 897,028 682,032 - 682,032
" Capital Project 33,129 - 33,129 9,331 - 9,331
General and Administrative 242,059 - 242,059 170,996 - - 170,996
Fundraising 169,089 . - 169,089 112,000 - 112,600
Total Expenses 1,341,305 - 1,341,305 974,359 - . 974,359
Change in Net Assets 1,018,259 1,258,206 2,276,465 509,351 861,998 1,371,349
Net Assets, Beginning of Year 558,356 1,287,715 1,846,071 49,005 425,717 474,722
Net Assets, End of Year $ 1,576,615 $ 2545921 $ 4,122,536 $ 558,356 $ 1,287,715 $ 1,846,071

See accompanying Independent Auditor’s Report and notes to the financial statements.
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Advertising

Bad Debt Expense
Computer-related
Contracted Service
Depreciation
Employee Benefits and Taxes
Facilities

Fees

Insurance

Legal and Accounting
Office Expense
Program Expenses
Professional Fees
Salaries and Wages
Training
Transportation

- Total Expenses

THE RURAL OUTREACH CENTER INC.
STATEMENTS OF FUNCTIONAL EXPENSES

FOR THE YEARS ENDED DECEMBER 31, 2021 AND 2020

2021

General

Program Capital and Fund 2021

Services Related ~ Administrative _ Raising Total
$ 2,026 $ 16444 $ 3,387 $ 88115 $ 109,972
1,871 - - - 1,871
13,464 - 14,369 - 27,833
4,174 - 3,273 - 7,447
26,386 - - - 26,386
63,291 - 12,238 4,539 80,068
17,111 6,753 37,638 - 61,503
5,044 106 7,149 2,166 14,465
898 584 11,888 - 13,371
- - 26,483 - 26,483
1,633 517 12,855 1,736 16,741
170,327 - 3,080 35 173,443
39,610 8,725 5,662 36,000 89,997
506,850 - 98,007 36,348 641,205
24,336 - 2,027 150 26,513
20,007 - 4,003 - 24,010
$_ 897,028 $_ 33129 $ 242,059 $ 169,089 $ 1,341,305

2020

o General
Program Capital and Fund 2020
Services Related Administrative Raising Total
$ 12,623 - $ 15776 $ 5576 $ 33975
937 - - - 937
13,926 - 6,292 - 20,218
2,701 - 294 - 2,995
20,689 - - - 20,689
61,859 319 13,423 5,177 80,778
27,132 - 6,784 2,122 36,038
1,069 110 2,999 22 4,200
622 - 7,853 588 9,063
- - 18,492 - 18,492
319 - 11,288 700 12,307
122,600 - 877 - 123,477
- 6,871 - 64,875 71,746
393,626 2,031 85,416 32,940 514,013
16,557 - 1,000 - 17,557
7,372 - 502 - 7.874
$ 682,032 9,331 $ 170,996 $ 112,000 $ 974,359

See accompanying Independent Auditor's Report and notes to the financial statements.
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THE RURAL OUTREACH CENTER INC.

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2021 AND 2020

Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Net
Cash Provided by Operating Activities:
Earnings on Beneficial Interest in Assets Held by Others
Depreciation Expense
Contributions Received for Capital Project, Net of Costs Expensed
Contributions of Nonfinancial Assets
Decrease (Increase) in Assets:
Accounts Receivable
Grants Receivable
Promises to Give, Net
Client Loans Receivable
- Prepaid Expenses
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Payroll Liabilities
Refundable Advances
Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:
Disbursements for Property and Equipment and Construction in Progress
Transfer of Endowment to Recipient Entity
Net Cash Used in Investing Activities

Cash Flows from Financing Activities:
Contributions Received for Capital Project, Net of Costs Expensed
Net Cash Provided by Financing Activities
Net Increase in Cash and Restricted Cash

Cash and Restricted Cash, Beginning of Year

Cash and Restricted Cash, Eﬁd of Year

Supplemental Disclosure of Non-Cash Operating and Investing Activity:
Receipt of Donated Property

Construction-in-Progress Expenditures in Accounts Payable

$

$

2021

2,276,465

(20,465)

26,386
(1,319,683)
(200,000)

34,287
224,678
(642,500)
2,036
(3,856)

(59.470)
13,808

331,686

(188,617)

(188,617)

1,319,683

1,319,683

1,462,752

1,123,632

2,586,384

200,000

265,245

Reconciliation of Cash and Restricted Cash to the Statement of Financial Position

Cash
Restricted Cash
Cash and Restricted Cash, End of Year

$

2,586,384

2,586,384

2020

$ 1,371,349

(12,396)
20,689

(235,991)

(12,000)

(29,793)
(393,715)
(17,800)
1,252
(5,420)

68,881
2,434
(102,167)
655,323
(65,609)
(65,609)
235,991
235,991
825,705

297,927

$ 1,123,632

s__ 12,000

834,102
289,530
§_ 1,123,632

See accompanying Independent Auditor's Report and notes to the financial statements.



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Activities — The Rural Qutreach Center, Inc. (the Organization) is a New York nonprofit organization established
to provide an inviting, centralized facility where those in need in the rural areas of southern Erie County and the surrounding
communities can receive acute assistance when dealing with sudden traumatic events and receive empowerment and training
programs to elevate their status, moving individuals and families from instability and dependency to stability and self-
sufficiency. The Rural Outreach Center, Inc. provides access to social workers who can work with individuals and families
to access available social services and partner to offer services that generally are not readily available to the geographically
dispersed rural population.

A $4.2 million capital campaign is underway to fund the Organization’s construction of a 9,600 square foot building to meet
the increasing needs of the community. Construction commenced in Fall 2021.

Basis of Accounting - The Organization’s policy is to prepare its financial statements on the accrual basis of accounting;
consequently, revenues are recognized when earned, and expenses and purchases of assets are recognized when the
obligation is incurred.

Accounting Estimates - The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America (U.S. GAAP) requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Actual results could differ from those estimates.

Concentration of Credit Risk - The Organization maintains its cash in bank deposit accounts which may exceed the FDIC
insured limits of $250,000 per financial institution. On December 31, 2021, the Organization had cash balances in excess
of federally insured limits of approximately $2,336,000. The Organization has not experienced any losses in such accounts.
Management believes it is not exposed to any significant credit risk related to cash.

Restricted Cash — In accordance with a grant agreement, cash was restricted for use to improve the Organization’s data
collection systems.

Accounts Receivable - Accounts receivable represents amounts due for service income, substantially from a local
government. Management closely monitors outstanding balances and establishes an allowance for doubtful accounts based
on history of past write-offs, collections and current conditions. Accounts receivable is deemed fully collectible at December
31, 2021 and 2020.

Grant Receivables and Promises to Give — Grants and pledges receivable are recognized at fair market value as revenues in
the period in which there is sufficient evidence that an unconditional promise was received. Conditional promises to give
are recognized only when the conditions on which they depend are substantially met and the promises become unconditional.
Unconditional grants and promises to give that are expected to be collected over periods in excess of one year are recorded
at the present value of estimated cash flows beyond one year. The Organization maintains an allowance for uncollectable
grants and pledges based on collection experience and an evaluation of individual donors. All accounts are deemed fully
collectible at December-31, 2021 and 2020.

Client Loans Receivable — Client loans receivable are short-term loans to clients for various specified purposes that the
Organization deems necessary and proper. The loans were approved by the Board and each have specific repayment terms.
The Organization wrote off $1,871 as a bad debt expense in 2021 (3937 in 2020). Management closely monitors these
balances and as of December 31, 2021 and 2020, the outstanding balances are deemed collectible.

See accompanying Independent Auditor's Report.
‘ -7- -



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-cont’d:

Beneficial Interest in Assets Held by Others - The Organization established an endowment fund that is perpetual in nature,
naming itself as beneficiary, under the Community Foundation for Greater Buffalo (CFGB). The Organization granted
variance power to the CFGB, which allows the CFGB to modify any condition or restriction on its distributions for any
specified charitable purpose or to any specified organization if, in the sole judgment of the CFGB’s Board of Directors,
such restriction or condition becomes unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the
community. The fund is held and invested by the CFGB for the Organization’s benefit and is reported at fair value in the
statement of financial position, with distributions and changes in fair value recognized in the statement of activities.

Property and Equipment — Property and equipment are recorded at cost, if purchased, or fair value, if contributed, and
depreciation is calculated using the straight-line method over the estimated useful lives of the assets ranging from three to
fifteen years. Depreciation expense was $26,386 for the year ended December 31, 2021 ($20,689-2020). Expenditures for
maintenance and repairs are charged to expense as incurred. Expendltures determined to represent additions and betterments
are capitalized.

Construction-in—progress is stated at cost, which relates to the costs of the new building not yet placed into service. No
depreciation expense is recorded on construction-in-progress until such time as the relevant assets are completed and put
into use.

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

Net assets without donor restrictions: net assets available for use in general operations and not subject to donor (or
certain grantor) restrictions.

Net assets with donor restrictions: net assets subject to donor or certain grantor-imposed restrictions. Some donor-
imposed restrictions are temporary in nature, such as those that will be met by the passage of time, long-lived assets
placed in service, or other events specified by the donor. Other explicit donor-imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity. Donor imposed restrictions are released
when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose for which the
‘resource was restricted has been fulfilled, or both.

Service Income — Service income is recognized as the performance obligation is satisfied, in accordance with the terms of
the programs and in the period the service is provided. Cost relmbursement govemment grants are recognized in the period
the qualifying allowable expenditures are incurred.

Contributions and Grants — Contributions and grants are recorded as revenue when an unconditional promise to give has
been made. Contributions and grants received are recorded as net assets without donor restrictions or net assets with donor
restrictions, depending on the existence and/or nature of any donor-imposed restrictions. When a restriction expires (that is,
when a stipulated time restriction ends or purpose restriction is accomplished), net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statements of activities as net assets released from

_restrictions. Amounts collected for conditional promises in advance of meeting the conditions are reflected in the statement
of financial position as refundable advances.

Contributions of Non-Financial Assets - The Organization receives in-kind contributions of tangible assets which are
recognized at fair value when received. The Organization also receives donations of time and services. Donated services
are recorded in the financial statements only to the extent those services create or enhance a nonfinancial asset or meet the
following criteria: the service requires specialized skills, the service is provided by individuals who possess the skills, and
the service would typically be purchased if not contributed. Volunteer efforts, donated to help carry out the Organization’s
mission, are not reflected in the accompanying statement of activities because they do not meet the necessary criteria for
recognition under U.S. GAAP.

See accompanying Independent Auditor's Report.



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-cont’d:

Paycheck Protection Program Grant — The Organization received a Paycheck Protection Program (PPP) loan in 2020 and

accounted for the funding as a conditional contribution by applying Accounting Standards Codification Topic 958-605,
Revenue Recognition.

Functional Allocation of Expenses - The costs of providing programs and supporting activities have been summarized on a
natural basis in the statement of activities. Expenses directly attributable to a specific functional area are reported as
expenses of those functional areas while indirect costs that benefit multiple functional areas, including depreciation, and
occupancy and maintenance have been allocated based on estimates of time and effort of the underlying functions.

Advertising Costs — The Organization expenses advertising costs as they are incurred.

Income Taxes - The Organization is a not-for-profit organization that is exempt from income taxes under Section 501 (c)
(3) of the Internal Revenue Code and is classified by the Internal Revenue Service as other than a private foundation. The
Organization’s Forms 990, Return of Organization Exempt from Income Tax, for the years ending 2020, 2019 and 2018 are
subject to examination by the IRS, generally for three years after they were filed.

New Accounting Pronouncements — During the year ended December 31, 2020, the Organization adopted Accounting
Standards Update (ASU) 2020-07, Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial
Assets which required that contributed nonfinancial assets be presented as a separate line item in the statement of activities,
apart from contributions of cash and other financial assets. It also required disclosure regarding measurement of contributed
nonfinancial assets and the amount of those contributed assets used in an organization’s programs. The Organization’s
financial statements and disclosures were updated in 2020 accordingly.

NOTE 2 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS:

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use, within one
year of the statement of position date, comprise the following:

2021 2020
Current financial assets:
Cash $ 2,586,384 § 834,102
Restricted cash ' - 289,530
Accounts receivable 30,097 64,384
Grants receivable - 169,037 254,015
Promises to give 412,500 13,950
Client loans receivable 1,975 4,011
3,199,993 1,459,992
Less amounts unavailable for general
expenditure in one year due to:
Restricted by grantor - (289,530)
Donor-restriction for the capital campaign - (2,125,954) (376,217)
Donor-restriction for specific programs (483,599) (467,195)
Financial assets available for general
expenditure 3 590440 $ 327,050

As part of the Organization’s liquidity management, it has a policy to structure its financial assets to be available as its
general expenditures, liabilities, and other obligations come due. The Organization strives to obtain grants, both unrestricted
and restricted for specific programs, to cover necessary program operation. Further, the Organization’s endowment permits
an annual appropriation for expenditure to fund programs and services.

See accompanying Independent Auditor's Report.
-9-



THE RURAL OUTREACH CENTER INC.
'NOTES TO THE FINANCIAL STATEMENTS

NOTE 3 — GRANTS RECEIVABLE AND PROMISES TO GIVE:

Pledges from individuals and grants from foundations are recorded at their estimated net present value, discounted to reflect |
the time value of money. Discount rates used are based on the rates reflected at the time of the gift. Unconditional grants

receivable and promises to give consisted of the following at December 31, $16,300 of which is due from related parties,
board members, at December 31, 2021 ($4,900 — 2020):

2021 2020
Amounts expected to be collected in less than '
one year:
Grants receivable $ 169,037 § 254,015
Promises to give 412,500 13,950
581,537 267,965
~ Amounts expected to be collected between one
and five years:
Grants receivable - 139,700
Promises to give : 279,000 29,050
279,000 168,750
Less: Discount for present value of future
payments (6,000) -
$ 854,537 § 436,715

NOTE 4: CONDITIONAL PROMISES TO GIVE:

The Organization received a conditional promise to give of $1,000,000. Amounts received of $166,667 have been recorded
as revenue since there is no right of return provisions. The remaining $833,333 of the donation is conditioned upon
construction progress and completion and has not been recorded as of December 31, 2021.

NOTE 5: FAIR VALUE MEASUREMENTS:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary transaction between
market participants at the measurement date. A three-tier hierarchy prioritizes the inputs used in measuring fair value. These
tiers include Level 1, defined as observable inputs such as quoted market prices in active markets; Level 2, defined as inputs
other than quoted market prices in active markets that are either directly or indirectly observable; and Level 3, defined as
unobservable inputs in which little or no market data exists, therefore, requiring an entity to develop its own assumptions.
The asset’s or liability’s fair value measurement within the hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. The method described below may produce a fair value calculation that may not
be indicative of net realizable value or reflective of future fair value. Furthermore, while the Organization believes its
valuation methods are appropriate and consistent with other market participants, the use of different methodologies or
assumptions to determine the fair value of certain ﬁnanc1al instruments could result in a different fair value measurement at
the reporting date. »

The beneficial interest in assets held by CFGB is valued at the fair value of the Organization’s share of the investment pool
as of the measurement date. The investment pool is based on quoted net asset values of underlying investments held by the
investment pool adjusted by an asset charge. The beneficial interest in assets held by CFGB is measured at fair value on a
recurring basis as Level 2 within the fair value hierarchy at $139,441 as of December 31, 2021 ($118,976- 2020).

See accompanying Indepeﬁdent Auditor's Report.
-10 -



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 6- PROPERTY AND EQUIPMENT:

In May 2021, the Organization took ownership of 7.3 acres of land in consideration of one dollar. The land is estimated to
have a fair value of approximately $200,000, which is based on a real estate appraisal report. Since construction of the new
building on the land is underway, donor conditions are deemed to be met. The donor of the land is a church of which the
Organization’s Executive Director is the pastor and the donation includes provisions that the Organization will lease space
in the new building to the church.

Property and equipment consist of the following at December 31:

2021 2020
Land $ 200,000 $ -
Facilities and improvements 104,684 104,684
Equipment and software 38,040 36,397
Vehicles 56,630 56,630
Construction-in-progress 491,833 39,614
891,187 237,325
Less: Accumulated depreciation V (98,178) (71,792)
$ 793,009 $ 165,533

NOTE 7 - BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION AND
ENDOWMENT: '

The Organization holds an endowment which is donor-restricted for funding programs and services provided by the
Organization to end rural poverty. Upon receipt in 2019, the Organization transferred its $100,000 endowment to the CFGB,
designating itself as the beneficiary. Under the terms of the agreement, distributions will be permitted in any amount up to
and including the full balance of the fund with proper authorization from the Organization. The endowment fund has a
value of $139,441 at December 31, 2021 ($118,976 — 2020) and is reported in the statement of financial position as
beneficial interest in assets held by others. '

Changes in endowment net assets for the years ended December 31, 2021 and 2020:

2021 2020
Endowment net assets, January 1 $ 118,976 $ 106,580
Change in beneficial interest of assets held by
others: ‘
Investment income 1,067 697
Net realized and unrealized gains .. 20,397 12,690
Fees (999) (991)
Endowment net assets, December 31 $ 139441 $ 118,976

Interpretation of Relevant Law

The Board of Directors has interpreted New York State Prudent Management of Institutional Funds Act (NYPMIFA) as
requiring the preservation of the historical dollar value of the corpus of endowment funds absent explicit donor stipulations
to the contrary. As a result of this interpretation, the Organization classifies as net assets with donor restrictions the original
value of gifts donated to the endowment and the original value of subsequent gifts to the endowment. Net appreciation and
investment income of the invested assets are classified as net assets with donor restrictions until those amounts are
appropriated for expenditure by the Organization in a manner consistent with the standard of prudence prescribed by
NYPMIFA. ‘

. See accompanying Independent Auditor's Report.
-11 -



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 7- BENEFICIAL INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION AND ENDOWMENT
-cont’d:

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 NYPMIFA requires the Organization to retain as a fund of perpetual duration. Deficiencies would
result from unfavorable market fluctuations that occur after the investment of donor restricted contributions and continued

appropriation for certain programs that would be deemed prudent by the Organization. There were no such deficiencies as
of December 31, 2021 or 2020.

Remm Objectives, Risk Parameters, and Strategies Employed for Achieving Objectlves

Subject to the intent donors expressed in gift instruments, the CFGB, in managing and investing its institutional funds,
considers its purposes and the purposes of its institutional funds, and complies with all legal requirements, including, but
not limited to, Article 5-A of the New York Not-for-Profit Corporation Law.

The overall financial objective of the CFGB is to provide a level of support consistent with purchasing power being
maintained or enhanced over time. The primary investment objective or asset objective is to attain an average annual real
total return (net of investment management fees) of at least 5.25% over the long term. Real total return is the sum of capital
appreciation (or loss) and current income (dividends and interest) plus the Consumer Price Index. In addition, CFGB
monitors manager performance against market benchmark indices for each asset class used and seeks to out-perform this
market benchmark over rolling three to five-year periods net of all investment management fees.

The CFGB relies on a strategy in which investment returns are achieved through long-term asset allocatxon and portfolio
diversification, seeking to earn the most efficient rate of return possible.

Spending Policy

Several factors are considered in establishing the spending policy, as enumerated in the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) and NYPMIFA, including the preservation of the endowment funds, the purposes of the
organization and the fund, general economic conditions, possible effects of inflation or deflation, expected total return
from income and appreciation of investments, other resources of the organization, the organization’s investment policy,
and alternatives to spending from the endowment fund and the possible effects of those alternatives.

Subject to the intent of donors expressed in gift instruments, the CFGB will appropriate for expenditure or accumulate so
much of an endowment fund as the CFGB determines is prudent for the uses, benefits, purposes, and duration for which the
endowment fund is established. Currently, the CFGB has determined that, in order to achieve its overall financial objective,
5.25% of the trailing twenty quarter average market value of each fund’s portfolio will be appropriated from endowment
funds for each calendar year. Distributions will be permitted in any amount provided two of the Organization’s officers of
the Board, or one officer and the Executive Director of the Organization, have made the request.

NOTE 8 -NET ASSETS WITH DONOR RESTRICTIONS:

Net assets were restricted for the following purposes at December 31:

2021 2020
Programming 8 483,599 §$ 756,725
Capital campaign . 1,922,881 412,014
Endowment restricted for funding programs
and services to end rural poverty, see Note 7 139,441 - 118,976

$ 2,545,921 $ 1,287,715

See accompanying Independent Auditor's Report.
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THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 8 -NET ASSETS WITH DONOR RESTRICTIONS-cont’d:

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose specified by donors
as follows:

2021 2020
Programming $ 546,581 $ 468,300
Capital project 589,197 117,716
$ 1,135,778 $ 586,016

NOTE 9 - CONTRIBUTED NONFINANCIAL ASSETS:

For the years ended December 31, contributed nonfinancial assets recognized within the statement of activities included:

2021 2020

Land $ 200,000 $ -
Facilities : - 12,000
Advertising 30,000 : -
Office expense 850 -
Supplies for participants 74,650 29,684
Professional services 23,299 12,000

3 328,799 $ 53,684

The Organization recognized contributed nonfinancial assets within revenue, including contributed land, building, program
supplies, advertising, office supplies and professional services. Contributed professional services includes services provided
by related parties, board members.

The contributed space, food, and supplies were utilized for basic human needs and covid relief programs.

The Organization valued its contributed services based on an estimation of fair value. The land’s estimated fair value was
based on an independent real estate appraisal. The estimated fair value of facilities, program supplies, advertising and office
supplies is based on the value that would be received for selling similar products in Erie County. Contributed professional
services are valued and reported at the estimated fair value based on current rates for similar services.

NOTE 10 - PAYCHECK PROTECTION PROGRAM GRANT:

The Organization entered into a U. S. Small Business Administration (“SBA”) Note Payable agreement (the “Note’) with
a bank in the amount of $72,970 on April 10, 2020. Under the Paycheck Protection Program (“PPP”), the Note had a fixed
interest rate of 1%, a maturity date two years from the date of the funding of the loan and no payments were due on the loan
for six months. Pursuant to the terms of the Note, the Note was forgiven since the Organization spent the funding on payroll
costs, rent and utilities costs and generally maintained its full-time equivalent level of staffing over a defined time period.
The Organization accounted for the PPP funding as a conditional grant in the financial statements. The Organization met
the substantial requirements for forgiveness of the loan and recorded grant revenue of $72,970 during the year ended
December 31, 2020.

. See accompanying Independent Auditor's Report.
-13-



THE RURAL OUTREACH CENTER INC.
NOTES TO THE FINANCIAL STATEMENTS

NOTE 11 - COMMITMENTS:

The Organization leases space and equipment under non-cancelable operating lease agreements. The sum monthly payment
required under the leases are $4,694 and the leases expire through December 2024. Rent expense under operating leases,
including month-to-month leases, amounted to $22,446 during the year ended December 31, 2021 ($15,500 - 2020).

The Organization entered into a software license commitment which requires annual fees of approximately $6,700 through
the subscription period ending August 2023.

Future minimum commitments for space and software are payable as follows for the years ending December 31:

2022 $ 53,613
2023 6,743
2024 1,584

$ 61,940

NOTE 12 - SUBSEQUENT EVENTS:

In connection with the preparation of the financial statements, management has evaluated events subsequent to December
31, 2021 through October 12, 2022, which is the date the financial statements were available to be issued.

Effective January 1, 2022, the Organization adopted a defined contribution plan. The Organization contributes 3% of
participants’ compensation and may make a discretionary match.

In March 2022, the Organization arranged contingency funding for the construction project through a $900,000
construction-to-permanent loan and a $1,600,000 term note, which bear interest at the bank’s prime rate and are secured by
the Organization’s land and construction. No borrowings have been drawn upon these available notes.

See accompanying Independent Auditor's Report.
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