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INDEPENDENT AUDITORS' REPORT 
 
 
 
 
Board of Directors 
Interfaith Community Services 
Tucson, Arizona 
 
 
Report on the financial statements 
 
We have audited the accompanying financial statements of Interfaith Community Services (an Arizona 
nonprofit corporation), which comprise the statements of financial position as of June 30, 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.   
 
Management’s responsibility for the financial statements 

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

Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with 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 of the United States. Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Interfaith Community Services as of June 30, 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. 
 
Other matters 

Other information 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a 
whole. The accompanying schedule of expenditures of federal and other governmental awards, as 
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for 
purposes of additional analysis and is not a required part of the financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated in 
all material respects in relation to the financial statements as a whole. 

 
Other reporting required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 27, 2021 on our consideration of Interfaith Community Services’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements and other matters. The purpose of that report is solely 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 the effectiveness of Interfaith Community Services’ 
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 Interfaith Community 
Services’ internal control over financial reporting and compliance.  
 

 
 
HBL CPAs, P.C. 
 

September 27, 2021 
 
 



 2021 2020

Current assets:
Cash and cash equivalents:

Available for operations $ 1,461,092    $ 1,191,459  
Allocated to board-designated quasi endowment 10,988         7,041         
Allocated to donor-restricted endowment 29,010         26,355       

1,501,090    1,224,855  

Certificates of deposit held at banks 205,410       254,035     
Investments:

Allocated to board-designated quasi endowment 1,727,210    1,288,585  
Allocated to donor-restricted endowment 4,558,621    3,169,276  

6,285,831    4,457,861  

Other receivables 681 -                 
Government and foundation grants receivable 164,126       103,664     
Bequest receivable -                   75,000       
Current portion of in-kind contribution receivable 9,840           9,840         
Current portion of contribution receivable - beneficial interest 

in charitable lead annuity trust 125,815       125,815     
Food box inventory 40,099         46,225       
Prepaid expenses 29,375 16,830       
Deposits on equipment 171,262 -                 

Total current assets 8,533,529    6,314,125  

Beneficial interests in fund held by others: 
Board-designated quasi-endowment 27,279 -                 
Donor-restricted endowment 29,525 25,103       

Long-term in-kind contribution receivable, net 55,061         61,364       
Long-term contribution receivable - beneficial interest in charitable

lead annuity trust, net 42,918         132,168     
Property and equipment 1,487,040    1,416,324  

Total assets $ 10,175,352  $ 7,949,084  

Current liabilities:
Accounts payable $ 87,581         $ 43,777       
Accrued payroll and related taxes 165,836       104,752     
Deferred grant revenue -                   99
Refundable grant advance -                   322,410     

Total current liabilities 253,417       471,038     

Net assets:
Without donor restrictions:

Undesignated 1,126,083    649,015     
Designated:

Board-designated for purpose 443,700       359,188     
Board-designated quasi endowment 1,765,477 1,295,626  
Expended for property and equipment 1,487,040    1,416,324  

4,822,300    3,720,153  
With donor restrictions:

For future periods 64,901         71,829       
For purpose 248,845       207,347     
Endowments:

Accumulated earnings subject to appropriation and expenditure 1,595,646    471,732     
With restrictions perpetual in nature 3,190,243    3,006,985  

Total endowments 4,785,889    3,478,717  

Total net assets with donor restrictions 5,099,635    3,757,893  

Total net assets 9,921,935    7,478,046  

Total liabilities and net assets $ 10,175,352  $ 7,949,084  

JUNE 30, 2021 AND 2020
STATEMENTS OF FINANCIAL POSITION

INTERFAITH COMMUNITY SERVICES

ASSETS

LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.  3



Without With
donor donor

restrictions restrictions Totals

Revenues and public support:
Bequests $ 425,374        $ -                    $ 425,374        
Congregational support 236,675        87,733          324,408        
General contributions 1,215,150     546,508 1,761,658     
Government grants -                    2,307,841     2,307,841     
Foundation grants 100,087        924,290        1,024,377     
Service income 58,697          -                    58,697          
In-kind contributions 5,914,400     3,537            5,917,937     
Special events, net of $0 direct

donor benefit costs 161,416 -                    161,416        
Investment income 449,440        1,124,916     1,574,356     
Other income 3,993            -                    3,993            

8,565,232     4,994,825     13,560,057   
Net assets released from restriction 3,653,083     (3,653,083)    -                    

Total revenues and public support 12,218,315   1,341,742     13,560,057   

Expenses:
Program services 10,081,508   -                    10,081,508   
Administration 615,327        -                    615,327        
Fundraising 419,333        -                    419,333        

Total expenses 11,116,168   -                    11,116,168   

Change in net assets 1,102,147     1,341,742     2,443,889     

Net assets, beginning of year 3,720,153     3,757,893     7,478,046     

Net assets, end of year $ 4,822,300     $ 5,099,635     $ 9,921,935     

INTERFAITH COMMUNITY SERVICES
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2021

The accompanying notes are an integral part of these financial statements.  4



Without With
donor donor

restrictions restrictions Totals

Revenues and public support:
Bequests $ 313,245        $ -                    $ 313,245        
Congregational support 208,697        81,444          290,141        
General contributions 1,768,017     328,355 2,096,372     
Government grants -                    729,711        729,711        
Foundation grants 138,387        799,611        937,998        
Service income 61,141          -                    61,141          
In-kind contributions 5,524,860     3,837            5,528,697     
Special events, net of $54,929 direct 

donor benefit costs 72,198          32,877          105,075        
Investment losses (64,831)         (56,640)         (121,471)       
Other income 2,948            -                    2,948            

8,024,662     1,919,195     9,943,857     
Net assets released from restriction 2,023,764     (2,023,764)    -                    

Total revenues and public support 10,048,426   (104,569)       9,943,857     

Expenses:
Program services 8,001,037     -                    8,001,037     
Administration 514,804        -                    514,804        
Fundraising 345,561        -                    345,561        

Total expenses 8,861,402     -                    8,861,402     

Change in net assets 1,187,024     (104,569)       1,082,455     

Net assets, beginning of year 2,533,129     3,862,462 6,395,591     

Net assets, end of year $ 3,720,153     $ 3,757,893     $ 7,478,046     

INTERFAITH COMMUNITY SERVICES
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2020

The accompanying notes are an integral part of these financial statements.  5



Emergency Self Caregiving Community Total
financial Food Sufficiency & senior Health Community program Adminis-

assistance bank programs services Outreach engagement services tration Fundraising Total

Salaries and wages $ 361,340     $ 134,667     $ 176,164     $ 215,075     $ 135,072     $ 169,238     $ 1,191,556       $ 412,309     $ 216,933      $ 1,820,798    
Payroll taxes 26,723       9,954         12,164       15,413       10,010       12,237       86,501           29,323       15,127        130,951       
Benefits 15,823       9,653         13,983       8,001         5,047         14,868       67,375           39,254       22,928        129,557       

403,886     154,274     202,311     238,489     150,129     196,343     1,345,432       480,886     254,988      2,081,306    

Bad debt expense -                 -                 -                 70              -                 -                 70                  -                 -                  70
Client assistance:
  Food boxes -                 3,627,432  -                 202            -                 -                 3,627,634       -                 -                  3,627,634    
  Mobile meal trays -                 -                 -                 96,873       -                 -                 96,873           -                 -                  96,873         
  Shelter assistance 2,393,200  -                 3,891         -                 -                 -                 2,397,091       -                 -                  2,397,091    
  Utility assistance 1,561,009  -                 2,867         -                 -                 -                 1,563,876       -                 -                  1,563,876    
  Other client assistance 52,962       -                 199,440     3,935         -                 -                 256,337          -                 -                  256,337       
Depreciation 19,017       30,757       13,210       5,420         696            11,013       80,113           4,137         3,636          87,886         
Insurance 4,007         13,886       2,799         3,056         125            4,854         28,727           1,495         744             30,966         
Investment fees -                 -                 -                 -                 -                 -                 -                     26,241 -                  26,241         
Lease expense 6,834         12,717       7,736         990            132            820            29,229           735            650             30,614         
Miscellaneous expense 1,782         6,921         6,284         2,389         1,957         1,266         20,599           30,021       9,360          59,980         
Office expense 43,491       11,947       16,275       40,631       8,607         23,768       144,719          29,651       25,689        200,059       
Postage 1,614         1,119         862            2,260         578            3,120         9,553             1,021         11,039        21,613         
Printing 129            146            315            98              17              13,657       14,362           61              20,698        35,121         
Professional services 31,965       8,231         13,563       32,611       6,281         36,093       128,744          56,743       48,314        233,801       
Repairs and maintenance 1,649         9,785         1,055         7,804         258            737            21,288           211            765             22,264         
Supplies 5,701         16,049       12,720       4,065         3,593         20,605       62,733           4,247         38,950        105,930       
Telephone 8,684         4,757         5,667         8,940         2,114         6,289         36,451           3,376         2,701          42,528         
Travel 1,206         504            1,564         456            169            1,993         5,892             796            181             6,869           
Utilities 5,662         8,907         5,920         3,533         750            2,452         27,224           1,947         1,618          30,789         
Volunteer mileage reimbursement -                 -                 -                 111,343     -                 73,218       184,561          -                 -                  184,561       
      Total functional expenses 4,542,798  3,907,432  496,479     563,165     175,406     396,228     10,081,508     641,568     419,333      11,142,409   

Less investment fees netted 
against investment income -                 -                 -                 -                 -                 -                 -                     (26,241)      -                  (26,241)        

Total expenses $ 4,542,798  $ 3,907,432  $ 496,479     $ 563,165     $ 175,406     $ 396,228     $ 10,081,508     $ 615,327     $ 419,333      $ 11,116,168   

INTERFAITH COMMUNITY SERVICES
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2021

Program Services Supporting Services

The accompanying notes are an integral part of these financial statements.  6



Emergency Self Caregiving Community Total
financial Food Sufficiency & senior Health Community program Adminis-

assistance bank programs services Outreach engagement services tration Fundraising Total

Salaries and wages $ 284,993     $ 83,264       $ 127,780     $ 173,670     $ 140,269     $ 178,675     $ 988,651     $ 365,978     $ 183,404     $ 1,538,033
Payroll taxes 22,134       6,072         9,494         12,893       10,774       12,879       74,246       25,832       12,592       112,670     
Benefits 13,531       4,356         13,776       7,209         8,743         9,873         57,488       28,099       13,949       99,536       

320,658     93,692       151,050     193,772     159,786     201,427     1,120,385  419,909     209,945     1,750,239  
Client assistance:
  Food boxes -                 4,800,857  -                 6,601         -                 -                 4,807,458  -                 -                 4,807,458  
  Mobile meal trays -                 -                 -                 60,890       -                 -                 60,890       -                 -                 60,890       
  Shelter assistance 437,025     -                 4,009         -                 -                 -                 441,034     -                 -                 441,034     
  Utility assistance 591,210     -                 610            -                 -                 -                 591,820     -                 -                 591,820     
  Other client assistance 130,756     14,400       116,783     350            -                 -                 262,289     -                 -                 262,289     
Depreciation 17,127       27,579       11,891       4,907         712            9,990         72,206       3,945         3,246         79,397       
Direct donor benefit costs -                 -                 -                 -                 -                 -                 -                 -                 54,929 54,929       
Insurance 4,501         14,589       3,155         3,507         180            5,068         31,000       4,447         868            36,315       
Investment fees -                 -                 -                 -                 -                 -                 -                 20,327 -                 20,327       
Lease expense 10,671       6,099         7,964         2,368         496            991            28,589       1,005         1,020         30,614       
Miscellaneous expense 3,992         1,183         3,949         2,325         4,018         5,967         21,434       23,895       30,075       75,404       
Office expense 18,842       19,549       13,706       16,871       10,624       20,780       100,372     7,230         12,815       120,417     
Postage -                 55              82              -                 30              591            758            3,029         10,045       13,832       
Printing 490            195            335            353            4,015         7,596         12,984       188            19,986       33,158       
Professional services 17,431       11,132       11,690       14,244       10,670       32,255       97,422       40,423       45,075       182,920     
Repairs and maintenance 2,105         14,010       1,597         6,378         432            1,259         25,781       972            945            27,698       
Supplies 7,411         9,750         2,499         1,498         14,632       14,889       50,679       3,693         5,360         59,732       
Telephone 7,850         4,559         4,720         7,072         1,474         6,128         31,803       2,898         2,839         37,540       
Travel 2,726         215            1,570         1,692         3,664         2,224         12,091       1,103         1,471         14,665       
Utilities 5,003         9,199         4,174         3,686         673            2,278         25,013       2,067         1,871         28,951       
Volunteer mileage reimbursement -                 -                 -                 128,324     -                 78,705       207,029     -                 -                 207,029     
      Total functional expenses 1,577,798  5,027,063  339,784     454,838     211,406     390,148     8,001,037  535,131     400,490     8,936,658  

Less:
Direct donor benefit costs netted
  against special event revenues -                 -                 -                 -                 -                 -                 -                 -                 (54,929)      (54,929)      
Investment fees netted against
  investment income -                 -                 -                 -                 -                 -                 -                 (20,327)      -                 (20,327)      

Total expenses $ 1,577,798  $ 5,027,063  $ 339,784     $ 454,838     $ 211,406     $ 390,148     $ 8,001,037  $ 514,804     $ 345,561     $ 8,861,402  

INTERFAITH COMMUNITY SERVICES
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2020

Program Services Supporting Services

The accompanying notes are an integral part of these financial statements.  7



2021 2020
Cash flows from operating activities:

Change in net assets $ 2,443,889    $ 1,082,455   
Adjustments to reconcile change in net assets
  to net cash from operating activities:

Depreciation 87,886         79,397        
Realized (gains) losses on investments (53,903)        4,737          
Unrealized (gains) losses on investments (1,401,460)   207,935      
Donated securities (16,785)        (336,907)     
Change in present value of in-kind and interest in charitable

lead annuity trust contributions receivable (14,937)        (19,487)       
Change in donated food box inventory 6,126           (6,838)         
Change in value of beneficial interest in fund held by others (7,704)          (453)            
Change in value of certificates of deposit held at banks (2,347)          (3,394)         

(Increase) decrease in operating assets:
Government and foundation grants receivable (60,462)        142,053      
Accounts receivable (681)             -                  
Bequest receivable 75,000         (75,000)       
In-kind contribution receivable 9,840           9,840          
Prepaid expenses (12,545)        696             

Increase in operating liabilities:
Accounts payable 43,804         (2,921)         
Accrued payroll and related taxes 61,084         35,627        
Deferred grant revenue (99)              (901)            
Refundable grant advance (322,410)      322,410      

Proceeds from sales of donated securities 16,586         336,907      
Less contributions restricted for long-term purposes (171,857)      (26,000)       

Net cash provided by operating activities 679,025       1,750,156   

Cash flows from investing activities:
Proceeds from sale of purchased investments 244,819       234,818      
Distribution of beneficial interest in fund held by others 1,003           1,011          
Purchases of beneficial interest in fund held by others (25,000)        -                  
Purchases of investments (617,228)      (1,281,763)  
Purchases of certificates of deposit held at banks -                  (100,000)     
Proceeds from sale of certificates of deposit held at banks 50,972         -                  
Purchases of property and equipment (158,602)      (16,363)       
Deposits on equipment (171,262)      -                  

Net cash (used in) investing activities (675,298)      (1,162,297)  

Cash flows from financing activities:
Cash contributions for long-term purposes 171,857       26,000        
Distribution from beneficial interest in charitable lead annuity trust 100,651       100,651      

Net cash provided by financing activities 272,508       126,651      

Change in cash, cash equivalents and restricted cash 276,235       714,510      
Cash, cash equivalents and restricted cash, beginning of year 1,224,855    510,345      

Cash, cash equivalents and restricted cash, end of year $ 1,501,090    $ 1,224,855   

YEARS ENDED JUNE 30, 2021 AND 2020
STATEMENTS OF CASH FLOWS

INTERFAITH COMMUNITY SERVICES

The accompanying notes are an integral part of these financial statements.  8
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NOTE 1 – Organization 
 
Interfaith Community Services (ICS) is an Arizona nonprofit corporation, incorporated in 1985. Funding for 
ICS comes primarily from contributions from affiliated congregations, individual donations, grants and 
special events. ICS is a non-sectarian, faith-based, social services organization with a network of 
partnering faith communities that provides the following services: 

Emergency Financial Assistance – ICS Emergency Financial Assistance (EFA) program provides 
financial assistance, short-term case management, and other support for individuals or families in 
emergency situations or to prevent homelessness. The goal is to provide for acute basic needs that help 
clients in distress get back on their feet and take steps toward stability and independence. The types of 
financial assistance include: rent and shelter expenses, utility bills, emergency prescription medications, 
food and gas vouchers, and back-to-work expenses such as permits, IDs, and clothing vouchers. In 
addition to financial support, EFA’s Gifts of Love program matches pre-screened individuals and families 
with donors who provide additional support during the holiday season in the form of toys, gift cards, and 
clothing. EFA also connects clients with free tax preparation through VITA, which is designed for 
individuals and families with low to moderate incomes. 
 
Food Bank – ICS Food Bank partners with the Community Food Bank of Southern Arizona to distribute 
emergency food boxes each month to low-income seniors, as well as individuals and families in need. 
Registered households can receive one food box per month, filled with basic food staples. Those in need 
are also able to visit a second time to pick up extra items offered by the food bank. Through year-round 
community donations, ICS offers additional food items such as bread, fresh produce, dairy items, and 
household products. During the holidays, ICS includes special holiday food items such as scalloped 
potatoes and stuffing in the food bags. The food bank is dependent upon community food drives and 
donations from individuals, faith community partners, and other outside organizations to help keep the 
shelves stocked and to offer a selection of healthy foods to households in hardship. Additionally, ICS 
organizes several events, namely the Community Bag-A-Thon and Empty Bowls events, throughout the 
course of the year to raise supplies, funding, and awareness for the food bank. 
 
Self-Sufficiency – ICS Self-Sufficiency programs link up to offer more than short-term help; ICS works 
with clients to build long-range solutions that promote sustainability. Self-Sufficiency is made up of 
Workforce Development, Single Mom Scholars, Youth Enrichment Support, and RESET. 

 
Workforce Development – This program assists clients in their goal of self-sufficiency, starting with 
the ability to secure and retain a stable job as well as identifying pathways for career development. 
ICS volunteers work one-on-one with job seekers to set employment goals and objectives, assist 
with resume writing, provide interview coaching, and offer encouragement to position clients to be 
more competitive in today’s employment market. Other services include classes on financial 
literacy and basic computer skills. Additionally, ICS offers the Getting Ahead and Bridges Financial 
Management workshops to help participants identify and overcome barriers to self-sufficiency while 
providing them tools to succeed on their own. All services and workshops are free. 

 
Single Mom Scholars – Single Mom Scholars (SMS) provides assistance to low-income single 
mom college student families while the mother pursues a college education and financial 
independence. In addition to an annual scholarship to offset education and living expenses, the 
program provides multi-faceted program benefits including AAA, auto repair, dental care, feminine 
products, mentorship, emergency assistance, clothing, laptops, a graduate mentorship program, 
and more. Each scholar attends monthly meetings where they form a peer support system and are 
provided life skills and financial literacy education. 
 
Youth Enrichment Support (YES) – YES provides support for the many families where the cost of 
early childhood education, basic school supplies, or after school sports or clubs are out of reach. 
YES funding for qualified clients specifically helps pay for things like: backpacks, tutoring, sports 
programs, child care, instrument rental and other enrichment opportunities. 
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NOTE 1 – Organization, continued 
 
Self-Sufficiency, continued 
 

RESET – This program is a long-term support commitment with the goal of providing individuals 
and their families with guidance, crucial life skills, and support over a 12-24-month period. It is 
designed for individuals and families that are ready to navigate out of poverty and establish a life of 
self-sufficiency. By the end of their time in this program, participants will have pressed a figurative 
“reset” button, equipped with tools, connections and resources to keep them on the path to long-
term stability.  

 

Caregiving and Senior Services – Caregiving and Senior services provides help to seniors and disabled 
individuals so that they may continue to live independently in their own homes, without the need for 
institutional care. Volunteers provide services such as mobile meals, transportation for medical 
appointments and shopping, reassurance calls, friendly phoning, friendly visiting, small home repairs and 
business help. The Mobile Meals program provides delivery of fresh nutritious meals each weekday to 
elderly, physically challenged or convalescing adults who are unable to cook for themselves. This 
program aims to maintain or restore clients’ health or hasten recuperation during convalescence and 
help clients avoid hospital/nursing home stays. Volunteers use their own vehicles for these services with 
the exception of a handicap mini-van made possible through a 5310 Transit Grant through the Arizona 
Department of Transportation. Most services are provided at no cost except for Mobile Meals, which is 
provided on a sliding-scale fee basis based on ability to pay. More than 60% of Mobile Meals recipients 
receive full or partially-subsidized meals. 

 

Community Health Outreach – The ICS Community Health Outreach program brings together health 
facilities, faith communities, and social services to enable individuals to lead healthier lives and help 
vulnerable individuals in our community to stay healthy. This includes offering training workshops, health 
advocacy programs, and our advanced care planning and coaching program. The Honoring Our Lives 
program prepares people of all life stages and cultures transitioning through life stages and their 
departure from this life by offering hands-on end-of-life planning and one-to-one coaching. ICS also 
offers several workshops that help increase awareness of mental health and connect individuals to local 
resources. These training workshops include Mental Health First Aid, Depression and Anxiety in the 
Elderly, Compassionate Care with Healthy Boundaries, Compassion Fatigue, and Youth Mental Health 
First Aid. 
 

Community Engagement – ICS partners with many agencies and diverse faith communities in order to 
respond to low-income, senior and disabled individuals in the greater Tucson area. Activities in this 
category focus on providing information and communications with these partners, educating them in the 
services provided and how to refer clients to ICS. These partners are also essential points of contact for 
announcing volunteer opportunities since over 1,000 volunteers are integral to all programs. Volunteers 
are the community connection point for ICS and the majority of the agency’s direct services to clients are 
carried out by volunteers. As a result, nurturing and supporting the volunteer base is taken very seriously 
at ICS. This includes regular orientations for new volunteers, a rigorous registration process which 
includes background checks, placement and specialized training for the specific assignment. An annual 
volunteer recognition program is also in place. 
 

NOTE 2 – Summary of significant accounting policies 
 

Use of estimates 
 

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 
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NOTE 2 – Summary of significant accounting policies, continued 
 

Financial statement presentation 
 

The financial statements of ICS have been prepared in accordance with U.S. generally accepted 
accounting principles (US GAAP), which require ICS to report information regarding its financial position 
and activities according to the following net asset classifications: 
 

Net assets without donor restrictions – Net assets that are not subject to donor-imposed restrictions and 
may be expended for any purpose in performing the primary objectives of the organization. These net 
assets may be used at the discretion of ICS’s management and the board of directors. 
 

Net assets with donor restrictions – Net assets subject to stipulations imposed by donors and grantors. 
Some donor restrictions are temporary in nature; those restrictions will be met by actions of ICS or by the 
passage of time. Other donor restrictions are perpetual in nature, where the donor has stipulated the 
funds be maintained in perpetuity.  

 
 

Cash and cash equivalents 
 

ICS considers all cash and highly liquid investments with an original maturity of three months or less to be 
cash equivalents. ICS maintains its cash in bank deposit accounts, which, for short periods of time, may 
exceed federally insured limits. Uninsured cash totaled $133,338 at June 30, 2021.  
 

Although ICS reports cash and cash equivalents allocated to donor-restricted endowments on the 
statements of financial position, there were no cash and cash equivalents restricted for long-term purposes 
at either June 30, 2021 or 2020, as the portion of the endowments that are restricted in perpetuity were 
maintained in ICS’ investment accounts. See Note 9. 
 

Certificates of deposit held at banks 
 
Certificates of deposit held at banks bear interest ranging between 0.45% and 0.60% at June 30, 2021 and 
2020, with original maturity ranging from 12 months to 24 months. Any penalty for early withdrawal would 
not have a material effect on the financial statements. 
 

Government and foundation grants receivable 
 

Government and foundation grants receivable are stated at balances expected to be collected from 
governmental entities on outstanding balances and from foundations for grants awarded but not paid as of 
year end. Management believes that all such receivables are fully collectible, and accordingly has recorded 
no valuation allowance. Receivables are considered impaired if full payments are not received in 
accordance with the contractual terms. It is ICS’ policy to charge off uncollectible grants receivable if and 
when management determines the receivable will not be collected.  
 

Property and equipment  
 

Purchased property and equipment are carried at cost. Donated equipment is carried at the approximate 
fair value at the date of donation. Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets. ICS capitalizes all expenditures for equipment in excess of $2,500 with 
a useful life of more than one year. 
 
Food box inventory 
 
Food box inventory consists of food and hygiene items donated to ICS, and is valued based on applying a 
blended average of retail prices per pound. 
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NOTE 2 – Summary of significant accounting policies, continued 
 
Revenue, revenue recognition and refundable grant advances 
 
Revenue is recognized when earned. Program service fees and payments under cost-reimbursable 
contracts received in advance are deferred to the applicable period in which the related services are 
performed or expenditures are incurred, respectively. Unconditional contributions are recognized when 
cash, securities or 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.  
 
Contributions received are recorded as without donor restrictions or with donor restrictions, depending on 
the nature of the restrictions. When a restriction expires, that is, when funds are expended in accordance 
with donor restrictions, net assets with donor restriction are reclassified to net assets without donor 
restrictions and reported in the statement of activities as net assets released from restriction.  
 
Payments received for conditional contributions are recorded as liabilities, reported in the statement of 
financial position as refundable grant advances. Conditional contributions are unrecognized initially, in the 
case of conditional promises to give, until the barriers to entitlement are overcome. At that point, the 
transaction is recognized as unconditional and classified as either net assets with restriction or net assets 
without restrictions, based on the nature of the underlying transaction.  

 
Refundable grant advance 
 
Refundable grant advances result from payments received in advance on grants that are conditional in 
nature and for which specific requirements remain. A conditional grant is defined by both the right of return 
of funds and one or more measurable barriers to entitlement. Payments received in advance of satisfying 
the required conditions are recorded as refundable grant advance liabilities. Revenue for grants that are 
considered to be conditional is recognized as specific barriers are overcome. 
 
Donated goods, facilities and services  
 
Donated goods and facilities are valued at their fair market value. See Note 14. Donated services are 
recognized in the financial statements at their fair market value if the following criteria are met: 
 
 The services require specialized skills and the services are provided by individuals possessing those 

skills. 
 The services would typically need to be purchased if not donated. 
 
Although ICS utilizes the services of outside volunteers, the fair value of these services has not been 
recognized in the accompanying financial statements since they do not meet the criteria for recognition 
under generally accepted accounting principles. 
 
Income tax status  
 
ICS is exempt from Federal income tax under Section 501(c)(3) of the Internal Revenue Code. However, 
income from certain activities not directly related to its tax-exempt purpose may be subject to taxation as 
unrelated business income. In addition, ICS qualifies for the charitable contribution deduction under 
Section 170(b)(1)(A)(11) and is classified as an organization other than a private foundation under Section 
509(a)(1). 
 
ICS has not identified any uncertain tax positions that require reporting under U.S. generally accepted 
accounting principles. ICS would recognize costs related to any such uncertainties as interest expense and 
penalties in operating expenses. During the years ended June 30, 2021 and 2020, ICS recognized no such 
interest or penalties.  
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NOTE 2 – Summary of significant accounting policies, continued 
 
Endowments 
 
ICS’s endowments consist of two funds established under donor restriction and two funds designated by 
the Board of Directors to function as endowments. These funds are held at various institutions. The donor-
restricted ICS endowment and one board-designated quasi endowment are held at a brokerage house. 
The donor-restricted Founders Endowment is held at Community Foundation for Southern Arizona. The 
second board-designated quasi endowment is held at Jewish Community Foundation of Southern Arizona. 
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 Board of Directors of ICS has interpreted the State of Arizona’s Management of Charitable Funds Act 
(MCFA or the Act) as requiring the preservation of the fair value of the original gift as of the gift date of the 
donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this 
interpretation, ICS classifies as net assets with donor restriction in perpetuity (a) the original value of gifts 
donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent 
endowment, and (c) accumulations to the permanent endowment made in accordance with the direction of 
the applicable donor gift instrument at the time the accumulation is added to the fund. The remaining 
portion of the donor-restricted endowment fund that is not classified in net assets with donor restriction in 
perpetuity is classified as with donor restrictions satisfied by time or action until those amounts are 
appropriated for expenditure by the organization in a manner consistent with the standard of prudence 
prescribed by the Act.  
 
In accordance with the Act, ICS considers the following factors in making a determination to appropriate or 
accumulate endowment funds: 
 

(1) The duration and preservation of the fund 
(2) The purposes of the organization and the donor-restricted endowment fund 
(3) General economic conditions 
(4) The possible effect of inflation and deflation 
(5) The expected total return from income and the appreciation of investments 
(6) Other resources of the organization 
(7) The investment policies of the organization. 

 
New accounting pronouncements 
 
In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606), to improve 
financial reporting by creating common revenue recognition guidance for U.S. GAAP and IFRS. During the 
year ended June 30, 2021, ICS implemented the provisions of ASU 2014-09 applicable to revenues in the 
accompanying financial statements on a retroactive basis, with no impact on net assets, by class or in 
total, as originally reported in any previous accounting period. 
 
Standards updates issued but not effective as of June 30, 2021 
 
In February 2016, FASB issued ASU 2016-02, Leases (Topic 842), to increase transparency and 
comparability among entities by recognizing lease assets and lease liabilities on the statement of financial 
position and disclosing key information about leasing arrangements. The new standard is effective for 
fiscal years beginning after December 15, 2020 and may be adopted early. 
 
In September 2020, FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-Profit Entities for 
Contributed Nonfinancial Assets (Topic 958), to increase transparency of contributed nonfinancial assets 
for not-for-profit (NFP) entities through enhancements to presentation and disclosure. The new standard is 
effective for fiscal years beginning after June 15, 2022 and may be adopted early. 
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NOTE 2 – Summary of significant accounting policies, continued 
 
Functional allocation of expense 
 
The costs of program and supporting service activities have been summarized on a functional basis in the 
statement of activities. The statement of functional expenses presents expenses by natural classification 
and by function in a matrix format, as required by accounting principles generally accepted in the U.S. 
Certain costs have been allocated between the program services and supporting services.  
 
Expenses are typically allocated based on a method that is deemed appropriate by management in the 
manner in which the expense is accrued. Indirect costs are the only expenses that are deemed as 
administrative by function. Management typically codes expenses to a program, administrative, fundraising 
or another shared expense category during the payment process. Shared expenses are allocated either by 
percentage of staff time within the administrative, fundraising, and program categories or based on the (1) 
square footage allocations or (2) headcount allocation including normal office volunteers.  
 
Shared direct expenses are typically those that are incurred in support of program work and can be 
allocated by either the salary basis or shared direct expense allocation. Such expenses include employee 
benefits, employment taxes, occupancy costs, technology, equipment, telephone, postage, and office 
supplies, etc. 
 
Advertising 
 
Advertising costs are expensed as incurred. Advertising costs for the years ended June 30, 2021 and 2020 
were $3,502 and $7,230, respectively, and are included in miscellaneous expense on the statements of 
functional expenses. 
 
NOTE 3 – Fair value measurements, investments and investment income  
 
Fair value measurements are determined based on the assumptions – referred to as inputs – that market 
participants would use in pricing the asset. The fair value hierarchy distinguishes between market participant 
assumptions and ICS’s own assumptions about market participant assumptions. Observable inputs are 
assumptions based on market data obtained from independent sources, while unobservable inputs are ICS’s 
own assumptions about what market participants would assume based on the best information available in 
the circumstances.  
 
Level 1 inputs. A quoted price in an active market for an identical asset or liability is considered to be the 
most reliable evidence of fair value. The fair values of ICS’s marketable securities are determined by 
reference to quoted prices in active markets for identical assets and other relevant information generated by 
market transactions.  
 
Level 2 inputs. These are observable inputs, either directly or indirectly, other than quoted prices included 
within Level 1. ICS does not utilize Level 2 inputs. 
 
Level 3 inputs. These inputs are unobservable and are used to measure fair value only when observable 
inputs are not available.  
 
ICS is the beneficiary of funds held at Community Foundation for Southern Arizona (CFSA) and Jewish 
Community Foundation of Southern Arizona (JCF). CFSA and JCF do not have variance power over the 
funds. These beneficial interests in funds held at CFSA and JCF are considered Level 3, because ICS owns 
units of pooled funds held at these organizations, and relies on the organizations to provide the value of 
those funds. At CFSA and JCF, these pooled investments are primarily held in mutual funds and are 
considered to be valued utilizing Level 1 inputs. 
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NOTE 3 – Fair value measurements, investments and investment income, continued 
 

Fair value of assets measured on a recurring basis at June 30, 2021 consisted of the following: 
 

Level 1 Level 3 Total
Investments in mutual funds:

Domestic equity $ 2,874,803  $ -                    $ 2,874,803    
International equity 1,411,344  -                    1,411,344    
Domestic bonds 1,545,351  -                    1,545,351    
Commodities 307,320     -                    307,320       
Real estate investment trusts 147,013     -                    147,013       

Beneficial interests in funds held by others -                 56,804          56,804         

$ 6,285,831  $ 56,804          $ 6,342,635    
 

Fair value of assets measured on a recurring basis at June 30, 2020 consisted of the following: 
 

Level 1 Level 3 Total
Investments in mutual funds:

Domestic equity $ 2,064,321  $ -                    $ 2,064,321    
International equity 976,461     -                    976,461       
Domestic bonds 1,135,370  -                    1,135,370    
Commodities 185,667     -                    185,667       
Real estate investment trusts 96,042       -                    96,042         

Beneficial interest in fund held by others -                 25,103          25,103         

$ 4,457,861  $ 25,103          $ 4,482,964    
 

ICS’s activity in assets measured at fair value on a recurring basis using significant unobservable inputs 
(Level 3), was as follows for the years ended June 30, 2021 and 2020: 
 

2021 2020
Beneficial interests in funds held by others:

Fair value at the beginning of the year $ 25,103          $ 25,661         
Additions 25,000          -                   
Change in value 7,704            453              
Distributions (1,003)          (1,011)          

Fair value at the end of the year $ 56,804          $ 25,103         
 

The fair value of the contribution receivable – beneficial interest in charitable lead annuity trust is estimated 
by using an income approach based on calculating the present value of future cash flows, a method that 
utilizes Level 3 inputs. Fair value of this asset measured on a non-recurring basis at June 30, 2021 and 
2020 was $168,733 and $257,983, respectively.  
 

Investment income (losses) consisted of the following for the years ended June 30, 2021 and 2020:  
 

2021 2020

Interest and dividends $ 137,530        $ 111,075       
Realized gains (losses) 53,903          (4,737)          
Unrealized gains (losses) 1,401,460     (207,935)      
Change in value of beneficial interests in funds held

by others 7,704            453              
Investment fees (26,241)        (20,327)        

$ 1,574,356     $ (121,471)      
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NOTE 4 – Government and foundation grants receivable 
 
Government and foundation grants receivable were as follows at June 30, 2021 and 2020, respectively, with 
no allowance for uncollectible accounts. 

2021 2020

Government grants receivable $ 164,126        $ 68,664         
Foundation grants receivable -                    35,000         

$ 164,126        $ 103,664       

 
NOTE 5 – Liquidity and availability 
 
ICS follows their Operating Reserve Policy for managing and monitoring the availability of financial 
resources required to meet current operating needs. The ICS Finance Committee has established that the 
goal for reserves should be at least three to six months of average cash operational expenses. Average 
operational monthly expenses are defined as 12 months of actual expenses (less depreciation, direct-aid 
grants, and accrued leave) divided by twelve.  
 
As of June 30, 2021 and 2020, the following financial resources could be made readily available to meet 
general expenditures, as there are no constraints on these assets which would be expected to limit ICS’s 
ability to respond quickly to changes in market conditions: 

2021 2020
Financial assets at year-end:

Cash and cash equivalents $ 1,501,090     $ 1,224,855    
Certificates of deposits held at banks 205,410        254,035       
Investments 6,285,831     4,457,861    
Other receivables 681               -                   
Government and foundation grants receivable 164,126        103,664       
Bequest receivable -                    75,000         
Current portion of contribution receivable - beneficial

interest in charitable lead annuity trust 125,815        125,815       
Beneficial interests in fund held by others 56,804          25,103         

Total financial assets 8,339,757     6,266,333    

Less net assets with donor restrictions not available to be 
used to meet general expenditures within one year:

Subject to purpose restrictions (248,845)      (207,347)      
Donor-restricted endowments (4,785,889)   (3,478,717)   

(5,034,734)   (3,686,064)   
Financial assets available to meet general expenditures

within 1 year of the statement of financial position date $ 3,305,023     $ 2,580,269    

 



INTERFAITH COMMUNITY SERVICES 
NOTES TO FINANCIAL STATEMENTS, CONTINUED 

JUNE 30, 2021 AND 2020 
 

17 
 

NOTE 6 – In-kind contribution receivable – land lease 
 
ICS leases land from a member church for $1 per year with a value of $9,840 per year. The lease, which is 
dated August 2009, has an initial term of 20 years and is renewable at the option of ICS for an additional 20 
years. At the signing of the lease, ICS reported the fair value of the contribution and a corresponding 
contribution receivable. Fair value was calculated by discounting the estimated annual fair rental value of 
$9,840 for twenty years at an estimated risk-free rate of 5%. Each year thereafter, the receivable is reduced 
by rent expense and is increased by annual discount amortization, which is reported as in-kind contribution 
revenue in the statement of activities. 
 
In-kind contributions receivable related to the land lease were as follows at June 30, 2021 and 2020: 
 

2021 2020

In-kind contribution receivable $ 80,014          $ 89,854         
Less discount to present value at 5% (15,113)        (18,650)        

64,901          71,204         
Less current portion of in-kind contribution receivable (9,840)          (9,840)          

Long-term portion of in-kind contribution receivable $ 55,061          $ 61,364         
 

A schedule of future in-kind rent expense at June 30, 2021 follows: 
 

       In-kind rent expense to be recognized
during the year ending June 30, 2022 $ 9,840           

2023 9,840           
2024 9,840           
2025 9,840           
2026 9,840           

Thereafter 30,814         

$ 80,014         
 

See Notes 15 and 16 for additional information regarding the in-kind contribution for the land lease. 
 
NOTE 7 – Contribution receivable – beneficial interest in charitable lead annuity trust 
 
During the year ended June 30, 2013, a donor established a trust with unrelated parties acting as trustees 
naming ICS as the lead beneficiary of a charitable lead annuity trust. Under the terms of the split-interest 
agreement, ICS is to receive $25,163 quarterly for 10 years, to be added to the ICS endowment. At the end 
of this period, the trust is to terminate and the remaining trust assets are to be distributed to others. Based on 
a 5% discount rate, the present value of future benefits expected to be received by ICS was estimated to be 
$835,020 at the time of donation, which was reported in endowment contributions with donor restrictions and 
a contribution receivable from the charitable lead annuity trust.  
 
The contribution receivable – beneficial interest in charitable lead annuity trust consisted of the following at 
June 30, 2021: 

Current Long-term
portion portion Total

Future cash flows receivable from 
charitable lead annuity trust $ 125,815     $ 47,317          $ 173,132       

Less discount to present value at 5% -                 (4,399)          (4,399)          

$ 125,815     $ 42,918          $ 168,733       
 

 



INTERFAITH COMMUNITY SERVICES 
NOTES TO FINANCIAL STATEMENTS, CONTINUED 

JUNE 30, 2021 AND 2020 
 

18 
 

NOTE 7 – Contribution receivable – beneficial interest in charitable lead annuity trust, continued 
 
The contribution receivable – beneficial interest in charitable lead annuity trust consisted of the following at 
June 30, 2020: 

Current Long-term
portion portion Total

Future cash flows receivable from 
charitable lead annuity trust $ 125,815     $ 147,968        $ 273,783       

Less discount to present value at 5% -                 (15,800)        (15,800)        

$ 125,815     $ 132,168        $ 257,983       
 

NOTE 8 – Property and equipment 
 
Property and equipment at June 30, 2021 and 2020 consisted of the following: 
 

2021 2020
Leasehold improvements:

Building improvements $ 1,876,139     $ 1,774,870    
Land improvements 108,839        108,839       

Furniture and equipment 66,678          60,788         
Software 76,440 33,345
Vehicles 143,914        138,881       

2,272,010     2,116,723    

Less accumulated depreciation (788,285) (700,399)      
Assets in progress 3,315 -                   

$ 1,487,040     $ 1,416,324    

 
NOTE 9 – Endowments 
 
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 the Act requires the Organization to retain as a fund of perpetual 
duration. In accordance with generally accepted accounting principles, accumulated deficiencies of this 
nature are reported in net assets with donor restrictions. There were no accumulated deficiencies at either 
June 30, 2021 or 2020.  
 
Return objectives and risk parameters 
 

ICS has adopted investment policies for endowment assets that attempt to provide a predictable stream of 
funding to programs supported by its endowment while seeking to maintain the purchasing power of the 
endowment assets. Endowment assets include those assets of donor-restricted funds that the organization 
must hold in perpetuity or for a donor-specified period(s) as well as board-designated funds. Under this 
policy, as approved by the Board of Directors, the endowment assets are invested in a manner that is 
intended to produce a net average annual total return, over the long term, equal to the change in the 
consumer price index plus 5%.  
 
Investment strategies  
 

To satisfy its long-term rate-of-return objectives, ICS relies on a total return strategy in which investment 
returns are achieved through both capital appreciation (realized and unrealized) and current yield (interest 
and dividends). The Organization targets a diversified asset allocation that places a greater emphasis on 
equity-based investments to achieve its long-term return objectives within prudent risk constraints.  
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NOTE 9 – Endowments, continued  
 

Spending policies 
 

ICS has a board-approved spending policy that allows the operating fund to receive and recognize 
investment earnings originating from the endowment fund. As of June 30, 2021, the Board approved 
spending policy allowed for appropriation equal to 5% of the average value of the endowment over the prior 
three years.  
 

However, the annual amount available for distribution from endowments with donor-restrictions shall not 
cause the principal amount of the endowment to fall below the original contributions made to the endowment 
after adjusting for inflation. As a result, the actual amount available to support operations in any one year 
may be less than 5%. 
 

Endowment fund net assets 
 

Net assets in the endowment funds consisted of the following at June 30, 2021: 
 

Without donor
restrictions

Board-desig- Subject to 
nated quasi appropriation Restricted in
endowment & expenditure perpetuity Total

Beginning balance $ 1,295,626  $ 471,732        $ 3,006,985  $ 4,774,343  
Additions 25,000       -                    183,258     208,258     
Interest and dividends 37,286       95,458          -                 132,744     
Realized gains 15,299       38,802          -                 54,101       
Unrealized gains 397,442     1,004,018     -                 1,401,460  
Fees (7,455)        (18,786)         -                 (26,241)      
Change in value of beneficial 

interest in fund held by others 2,279         5,425            -                 7,704         
Appropriations -                 (1,003)           -                 (1,003)        

Ending balance $ 1,765,477  $ 1,595,646     $ 3,190,243  $ 6,551,366  

With donor restrictions

 
Net assets in the endowment funds consisted of the following at June 30, 2020: 

Without donor
restrictions

Board-desig- Subject to 
nated quasi appropriation Restricted in
endowment & expenditure perpetuity Total

Beginning balance $ 366,872     $ 701,858        $ 2,965,334  $ 4,034,064  
Additions 998,975     -                    41,651       1,040,626  
Interest and dividends 16,803       88,882          -                 105,685     
Realized (losses) (1,564)        (3,173)           -                 (4,737)        
Unrealized (losses) (81,829)      (126,106)       -                 (207,935)    
Fees (3,631)        (16,696)         -                 (20,327)      
Change in value of beneficial 

interest in fund held by others -                 453               -                 453            
Appropriations -                 (173,486)       -                 (173,486)    

Ending balance $ 1,295,626  $ 471,732        $ 3,006,985  $ 4,774,343  

With donor restrictions
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NOTE 9 – Endowments, continued  
 
Donor-restricted endowment funds are held in the following financial assets reported on the statements of 
financial position at June 30, 2021 and 2020: 
 

2021 2020
Donor-restricted endowment funds:

Subject to appropriation and expenditure $ 1,595,646  $ 471,732     
Restricted in perpetuity 3,190,243  3,006,985  

Total donor-restricted endowments $ 4,785,889  $ 3,478,717  

Related financial assets:
Cash and cash equivalents $ 29,010       $ 26,355       
Investments 4,558,621  3,169,276  
Contribution receivable - beneficial interest

in a charitable lead annuity trust:
Current portion 125,815     125,815     
Long-term portion 42,918       132,168     

Total contribution receivable 168,733     257,983     
Beneficial interest in fund held by others 29,525       25,103       

Total financial assets $ 4,785,889  $ 3,478,717  

 
NOTE 10 – Net assets with board designations 
 
The Board may designate net assets without donor restriction for use in future periods, for specific 
purposes or projects, or may invest the funds in order to provide for long-term returns to support the 
operations of the organization, similar to an endowment established by a donor. These designations may 
be amended or rescinded in the future by approval of the Board of Directors.  
 
Net assets without donor restrictions that have been designated by the Board of Directors to function as an 
endowment or for a specific purpose consisted of the following at June 30, 2021 and 2020: 
 

2021 2020
Designated for use in the Workforce Development 

program $ 443,700        $ 359,188       
Board-designated quasi endowment 1,765,477     1,295,626    

$ 2,209,177     $ 1,654,814    

 
NOTE 11 – Retirement plan 
 
ICS has a SIMPLE IRA plan. To be eligible, employees must receive or be expected to receive at least 
$5,000 in compensation annually and have completed 30 days’ service. ICS matches employee contributions 
up to 3% of annual compensation. Retirement expense for the years ended June 30, 2021 and 2020 was 
$35,552 and $31,756, respectively. 
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NOTE 12 – Net assets with donor restrictions 
 
The ICS and Founders endowments each consists of a corpus that is restricted in perpetuity and earnings 
which are not restricted as to purpose by the donor. Under MCFA, accumulated earnings on the endowments 
are reported in net assets with donor restrictions until appropriated by the Board of Directors (see Note 2 – 
Endowments). See Note 9 for details of the restricted portion in perpetuity of the endowments. 
 
Net assets with donor restrictions were restricted for the following purposes or periods at June 30, 2021: 
 

Subject to the passage of time - restricted for future periods $ 64,901        

Subject to purpose restrictions:
Community health outreach 51,541        
Youth activities 72,755        
Workforce development 79,169        
Building fund 35,136        
Single mom scholars 10,244        

248,845      
Endowments:

Subject to appropriation and expenditure - accumulated earnings:
ICS endowment 1,587,438   
Founders endowment 8,208          

1,595,646   
With donor restrictions perpetual in nature - subject to spending policy 3,190,243   

4,785,889   

$ 5,099,635   

 
Net assets with donor restrictions were restricted for the following purposes or periods at June 30, 2020: 
 

Subject to the passage of time - restricted for future periods $ 71,829        

Subject to purpose restrictions:
Community health outreach 22,500        
Youth activities 1,381          
Workforce development 138,330      
Building fund 35,136        
Single mom scholars 10,000        

207,347      
Endowments:

Subject to appropriation and expenditure - accumulated earnings:
ICS endowment 467,947      
Founders endowment 3,785          

471,732      
With donor restrictions perpetual in nature - subject to spending policy 3,006,985   

3,478,717   

$ 3,757,893   
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NOTE 12 – Net assets with donor restrictions, continued 
 
Releases from net assets with donor restrictions comprised the following for the year ended June 30, 2021: 
 

Subject to the passage of time - time restrictions concluded $ 10,465        
Purpose restrictions accomplished:

From donor-restricted contributions:
Financial assistance 445,475      
Food bank 306,001      
Workforce development 205,026      
Caregiving & senior services 122,979      
Community health outreach 145,959      
Youth activities 18,680        
Single mom scholars 89,654        

1,333,774   
From government grants:

Financial assistance 1,664,149   
Food bank 20,000        
Caregiving & senior services 86,866        
Volunteer services 145,004      
Mental health first aid 24,412        
Building expansion 45,000        
Paycheck Protection Program grant for salaries and other expenses 322,410      

2,307,841   

Endowments -
Release of appropriated endowment earnings without purpose restrictions 1,003          

$ 3,653,083   
 

Releases from net assets with donor restrictions comprised the following for the year ended June 30, 2020: 
 

Subject to the passage of time - time restrictions concluded $ 44,771        
Purpose restrictions accomplished:

From donor-restricted contributions:
Financial assistance 300,817      
Food bank 207,676      
Workforce development 95,495        
Caregiving & senior services 95,926        
Community health outreach 191,510      
Youth activities 5,300          
Single mom scholars 179,072      

1,075,796   
From government grants:

Financial assistance 540,908      
Food bank 33,600        
Caregiving & senior services 22,700        
Volunteer services 132,503      

729,711      
Endowments -

Release of appropriated endowment earnings without purpose restrictions 173,486      

$ 2,023,764   
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NOTE 13 – Operating leases 
 
ICS leases office equipment under certain non-cancelable leases that expire through June 2022. Lease 
expense for the years ended June 30, 2021 and 2020 was $19,262 and $20,041, respectively. Future 
minimum payments required under the leases are as follows: 

Year ending June 30, 2022 $ 13,419         
2023 9,865           
2024 4,727           

$ 28,011         

 
NOTE 14 – In-kind contributions  
 
ICS received in-kind contributions which are reported as follows for the years ended June 30, 2021 and 
2020:  

2021 2020
Functional expenses:

Food boxes $ 3,550,241 $ 4,762,137
Shelter assistance 1,281,508 -                   
Utility assistance 907,659 469,241
Volunteer mileage 110,562 128,271
Mobile meal trays -                    9,707
Other client expenses 11,397 77,538
Lease expense 20,774 20,774
Land lease expense, net of change in in-kind 

contribution receivable 3,537 3,837
Direct donor benefit cost 28,684 45,247
Miscellaneous 5,412            16,421         

Total in-kind expenses 5,919,774     5,533,173    
Donated vehicle 5,033            -                   
Change in donated food box inventory (6,870)          (4,476)          

$ 5,917,937     $ 5,528,697    
 

ICS provides assistance to clients needing utility assistance by preparing a case for submittal to the 
appropriate funding entity. ICS interviews the client, determines qualifications, prepares the case and submits 
the case to the funding entity. Upon approval of a case, the funding entity (usually a government) pays the 
applicable utility company directly.  
 
NOTE 15 – Related party transactions  
 
ICS also occupies space in a building owned by a member church at no cost per year with a value of $20,774 
per year, provided on a year-to-year basis. See Note 14. 
 
NOTE 16 – Supplemental cash flow information 
 
There was no cash paid for interest or income taxes in 2021 or 2020. 
 
NOTE 17 – Bequests 
 

At June 30, 2021, ICS was named the beneficiary of a bequest. This receivable has not been fully recognized 
in the financial statements because the remaining amounts to be received cannot be reasonably estimated. 
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NOTE 18 – Revenue from contracts with customers  
 
Management has assessed recognition of each type of revenue generated by ICS, as described below.  
 
Recognized at a point in time 
 
Special event revenues are recognized at the time that the event occurs.  
 
Recognized through performance activities 
 
Revenue generated by service income create obligations that are satisfied by performance of specific 
activities. These activities are satisfied on an ongoing basis. Total revenues recognized for the years 
ended June 30, 2021 and 2020 was $58,697 and $61,140, respectively. Total contract liabilities related to 
these obligations were $0 and $98 at years ended June 30, 2021 and 2020, respectively. 
 
NOTE 19 – Subsequent events 
 
ICS has evaluated its annual financial statements as of and for the year ended June 30, 2021 through the 
date the financial statements were available to be issued. The negative impacts to the national economy and 
the federal budget resulting from the COVID-19 pandemic and public response may reduce ICS’s 
contribution revenue and its revenue recognition of cost-reimbursement grants due to limitations on public 
activities and social distancing guidelines. However, the uncertainty of the duration of this interruption, 
unclear scope of federal assistance and the results of current vaccination efforts prevents ICS from 
estimating the scope and significance of the overall impact on subsequent periods.  
 
Subsequent events have been evaluated through September 27, 2021, which is the date the financial 
statements were available to be issued. 
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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 

 
 
 
 
Board of Directors 
Interfaith Community Services 
Tucson, Arizona 
 
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 Interfaith Community 
Services (a nonprofit 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, and have issued our report thereon dated September 27, 
2021. 
 
Internal control over financial reporting  

In planning and performing our audit of the financial statements, we considered Interfaith Community 
Services’ 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 Interfaith Community 
Services’ internal control. Accordingly, we do not express an opinion on the effectiveness of Interfaith 
Community Services’ 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 
may exist that have not been identified.  
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Compliance and other matters 

As part of obtaining reasonable assurance about whether Interfaith Community Services’ 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. 
 

 
 
HBL CPAs, P.C. 
 
September 27, 2021 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR 

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM 
GUIDANCE 

 
 
 
Board of Directors 
Interfaith Community Services 
Tucson, Arizona 
 
Report on compliance for each major federal program 

We have audited Interfaith Community Services‘ compliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect on each of 
Interfaith Community Services‘ major federal programs for the year ended June 30, 2021. Interfaith 
Community Services‘ major federal programs are identified in the summary of auditors’ results section of 
the accompanying schedule of findings and questioned costs. 
 
Management’s responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions 
of its federal awards applicable to its federal programs.  
 
Auditors’ responsibility 

Our responsibility is to express an opinion on compliance for each of Interfaith Community Services’ major 
federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2 
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect on 
a major federal program occurred. An audit requires examining, on a test basis, evidence about Interfaith 
Community Services’ compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of Interfaith Community Services' 
compliance.  
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Opinion on each major federal program 

In our opinion, Interfaith Community Services complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended June 30, 2021.  
 

Report on internal control over compliance  

Management of Interfaith Community Services is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In planning 
and performing our audit of compliance, we considered Interfaith Community Services’ internal control over 
compliance with the types of requirements that could have a direct and material effect on each major 
federal program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of Interfaith Community Services’ internal control over compliance.  
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will not 
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal 
control over compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified.  
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 
 

 
 
HBL CPAs, P.C. 
 
September 27, 2021 
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SECTION I - SUMMARY OF AUDITORS’ RESULTS 
 

 
Financial statements 

 
Type of auditors’ report issued:      Unmodified 
 
Internal control over financial reporting: 
 Material weaknesses identified?            No  
 Significant deficiencies identified?    None reported  
 
Noncompliance material to financial statements noted?            No   
 
 

Federal awards 
 
Internal control over major federal programs: 
 Material weaknesses identified?            No  
 Significant deficiencies identified?     None reported  
 
Type of auditors’ report issued on compliance for major federal programs:    Unmodified 
 
Any audit findings disclosed that are required to be reported    
   in accordance with 2 CFR section 200.516(a)?            No   
 
Identification of major programs: 
 
 14.218 COVID-19 - Community Development Block Grant/Entitlement Grants 
 14.218 Community Development Block Grant/Entitlement Grants 
 
  
   
Dollar threshold used to distinguish between type A and type B programs:    $750,000 
 
Auditee qualified as low-risk auditee?            No 
 
 
 
 
SECTION II – FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS 
 

None  
 
 
SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
 

None  
 
 
 



 

 

INFORMATION PREPARED BY AUDITEE 
 



Federal
Federal Grantor assistance Passed

Pass-through Grantor or Direct Program listing through to
Program or Cluster Title number subrecipients Federal Other

SNAP Cluster -
United States Department of Agriculture

Passed through Wildfire:
State Administrative Matching Grants for the Supplemental Nutrition 

Assistance Program 10.561 $ -                  $ 8,179          $ -              
State Administrative Matching Grants for the Supplemental Nutrition 

Assistance Program 10.561 -                  25,516       -              

Total assistance listing number 10.561, SNAP Cluster cluster, total U.S. Department of Agriculture -                  33,695       -              

CDBG - Entitlement Grants cluster -
Department of Housing and Urban Development

Passed through City of Tucson - 
COVID-19 - Community Development Block Grants/Entitlement Grants 14.218 -                  1,051,972  -              

Passed through Pima County:
Community Development Block Grants/Entitlement Grants 14.218 -                  45,000       -              
COVID-19 - Community Development Block Grants/Entitlement Grants 14.218 -                  20,000       -              

Total assistance listing number 14.218, CDBG - Entitlement Grants cluster -                  1,116,972  -              

477 Cluster -
Department of Health and Human Services:

Passed through Pima County - 
Temporary Assistance for Needy Families 93.558 -                  213,912     -              

Total assistance listing number 93.558, 477 Cluster -                  213,912     -              

Other programs:
Department of Housing and Urban Development

Passed through Pima County:
Emergency Solutions Grant Program 14.231 -                  2,227         -              
Emergency Solutions Grant Program 14.231 -                  1,005         -              

Total assistance listing number 14.231 -                  3,232         -              

Passed through City of Tucson -
Continuum of Care Program 14.267 -                  6,504         -              

Total Department of Housing and Urban Development other programs -                  9,736         -              

number
identifying
Grantor's

189913

CT-CD-20-333
CT-CD-20-288

18774-2

MOU

MOU

CT-CR-21-286
CT-CD-19-350

CT-20*473

INTERFAITH COMMUNITY SERVICES

SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS

YEAR ENDED JUNE 30, 2021

Total expenditures

The accompanying notes are an integral part of this schedule. 30



Federal
Federal Grantor Assistance Passed

Pass-through Grantor or Direct Program listing through to
Program or Cluster Title number subrecipients Federal Other

Other programs, continued:
Department of the Treasury

Passed through Pima County:
COVID-19 - Coronavirus Relief Fund 21.019 $ -                  $ 92,670       $ -              
COVID-19 - Coronavirus Relief Fund 21.019 -                  7,500         -              

Total assistance listing number 21.019 -                  100,170     -              

Emergency Rental Assistance Program 21.023 -                  28,594       -              

Total Department of the Treasury other programs -                  128,764     -              

Department of Health and Human Services
Passed through Pima County:

Affordable Care Act (ACA) Health Profession Opportunity Grants 93.093                    - 1,905         -              

Low-Income Home Energy Assistance 93.568                    - 48,100       -              

Passed through Arizona Youth Partnership:
Substance Abuse and Mental Health Services - Projects of Regional 

and National Significance 93.243                    - 7,731         -              
Substance Abuse and Mental Health Services - Projects of Regional 

and National Significance 93.243                    - 16,681       -              

Total assistance listing number 93.243                    -         24,412                - 

Total Department of Health and Human Services other programs -                  74,417       -              

Corporation for National and Community Service
Direct funding -

Retired and Senior Volunteer Program 94.002 -                  145,004     -              

Total assistance listing number 94.002, total Corporation for National and Community Service -                  145,004     -              

Department of Homeland Security
Direct funding:

COVID-19 - Emergency Food and Shelter National Board Program 97.024                    - 50,000       -              
Emergency Food and Shelter National Board Program 97.024                    - 42,500       -              
Emergency Food and Shelter National Board Program 97.024                    - 34,346       -              

Total assistance listing number 94.002, total Department of Homeland Security -                  126,846     -              

38-0272-00 041 E1
37-0272-00 041 E9

number
identifying
Grantor's

MOU

MOU

CT-20*473

CT-21*175

CT21*340

CT-GMI-21-118
CT-GMI-21-129

CARES-0272-00 041 E9

20SRWAZ002

Total expenditures

INTERFAITH COMMUNITY SERVICES

SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED

YEAR ENDED JUNE 30, 2021

The accompanying notes are an integral part of this schedule. 31



Federal
Federal Grantor Assistance Passed

Pass-through Grantor or Direct Program listing through to
Program or Cluster Title number subrecipients Federal Other

Other governmental awards:
City of Tucson:

Case Management with Emergency Financial Assistance N/A $ -                  $ -                 $ 50,000     

Total other governmental awards -                  -                 50,000     

TOTAL EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS $ -                  $ 1,849,346  $ 50,000     

Note 1 - Basis of presentation

Note 2 - Summary of significant accounting policies

Note 3 - Indirect cost rate

identifying
Grantor's

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles contained in the Uniform
Guidance, wherein certain types of expenditures are not allowable or are limited as to reimbursement. Negative amounts shown on the Schedule represent adjustments or
credits made in the normal course of business to amounts reported as expenditures in prior years. 

Total expenditures

18774-1

number

Interfaith Community Services has elected to use the 10-percent de minimis indirect cost rate as allowed under the Uniform Guidance, except where expressly prohibited by the
grant agreement with the pass-through entity.

INTERFAITH COMMUNITY SERVICES

SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED

YEAR ENDED JUNE 30, 2021

The accompanying schedule of expenditures of federal and other governmental awards (the "Schedule") includes the federal award activity of Interfaith Community Services
under programs of the federal government for the year ended June 30, 2021. The information in this Schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of Interfaith Community Services, it is not intended to and does not present the financial position, changes in net
assets, or cash flows of Interfaith Community Services.

The accompanying notes are an integral part of this schedule. 32



Note 4 - Reconciliation with statement of actvities

Total expenditures per schedule of expenditures of federal awards:
Federal $ 1,849,346
Other 50,000

1,899,346
Paycheck Protection Program loan forgiven 322,410
Other contractor revenue 86,085

Total government grants per statement of activities $ 2,307,841

Note 5 - Federal agency totals for agencies with expenditures in both clusters and other programs

Department of Housing and Urban Development:

CDBG - Entitlement Grants Cluster $ 1,116,972

Other programs 9,736

Total Department of Housing and Urban Development $ 1,126,708

Department of Health and Human Services:

477 Cluster $ 213,912

Other programs 74,417

Total Department of Health and Human Services $ 288,329

INTERFAITH COMMUNITY SERVICES

SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED

YEAR ENDED JUNE 30, 2021

The accompanying notes are an integral part of this schedule. 33
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Summary Schedule of Prior Year Audit Findings 
For the Year ended June 30, 2021 

None noted. 
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