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To the Board of Directors of
Farm Animal Reform Movement, Inc. (FARM)
Bethesda, Maryland

INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

| have audited the accompanying financial statements of Farm Animal Reform
Movement, Inc.(FARM) (a nonprofit organization), which comprise the statement
of financial position as of December 31, 2019, and the related statements of
activities, functional expenses, and cash flows for the year 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.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on
my audit. | conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that | plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’'s 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 auditor considers 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, | 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. | believe
that the audit evidence | have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Farm Animal Reform Movement, Inc.
as of December 31, 2019, and the results of its activities and its cash flows for
the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Andrew Benvaguti, CPA

Manahawkin, NJ
December 2, 2020




FARM ANIMAL REFORM MOVEMENT, INC.
(a nonprofit organization)
STATEMENT OF FINANCIAL POSITION

December 31, 2019

CURRENT ASSETS
CASH IN BANKS S 1,009,774
CONTRIBUTIONS AND ACCOUNTS RECEIVABLE 24,292
PREPAID EXPENSES 2,666
TOTAL CURRENT ASSETS 1,036,732

PROPERTY AND EQUIPMENT

TOTAL PROPERTY AND EQUIPMENT -

OTHER ASSETS
LOANS RECEIVABLE S 1,141,826
LESS ALLOWANCE -
LAND - HELD FOR INVESTMENT 160,000

TOTAL OTHER ASSETS 1,301,826
TOTAL ASSETS 2338558

CURRENT LIABILITIES
ACCOUNTS PAYABLE $ 2,764
CREDIT CARDS PAYABLE 1,239
ACCRUED PAYROLL AND RELATED EXPENSES 7,337

TOTAL CURRENT LIABILITIES
LONG TERM DEBT
TOTAL LIABILITIES
NET ASSETS
UNRESTRICTED
TEMPORARILY RESTRICTED
PERMANENTLY RESTRICTED

TOTAL NET ASSETS

TOTAL LIABILITIES & NET ASSETS

11,340

11,340

2,296,838
30,380

2,327,218

2,338,558

See Independent Auditor's Report and accompanying notes
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FARM ANIMAL REFORM MOVEMENT, INC,

(a nonprofit organization)

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED
December 31, 2019
UNRESTRICTED
SUPPORT & REVENUE

GRANTS & DONATIONS S 685,237
PROGRAM INCOME - CONFERENCE 241,249
SPECIAL EVENTS (NET OF COSTS) 3,960
MERCHANDISE SALES (NET OF COSTS) 723
MISCELLANEQUS INCOME 1,140
INTEREST - LOANS 9,172
INVESTMENT INCOME 3,615

TOTAL SUPPORT & REVENUE 945,096

EXPENSES

GENERAL & ADMINISTRATIVE 89,870
PROGRAM EXPENSES 451,215
INDIRECT FUNDRAISING EXPENSES 14,341
RESTRICTED FUNDS RELEASED (148,788)

TOTAL EXPENSES 406,638

CHANGE IN NET ASSETS 538,458

PRIOR PERIOD ADJUSTMENT

NET ASSETS - BEGININNG OF YEAR

NET ASSETS - END OF YEAR

1,758,380

S 2206838

See Independent Auditor's Report and accompanying notes
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TEMPORARILY
_RESTRICTED

5 50,000

148788

148,788

(98,788)

129,168

$ 30380

PERMANENTLY

__RESTRICTED

TOTAL

s 735,237
241,249
3,960

723

1,140

9,172

3,615

995,096

89,870
451,215
14,341

555,426

439,670

1,887,548

$ 2327218



FARM ANIMAL REFORM MOVEMENT, INC.
(a nonprofit organization)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED
December 31, 2019

CASH FLOWS FROM OPERATIONS

CHANGE IN NET ASSETS

DEPRECIATION

DECREASE IN ACCOUNTS &
CONTRIBUTIONS RECEIVABLE
DECREASE IN PREPAID EXPENSES
DECREASE IN ACCOUNTS PAYABLE
DECREASE IN OTHER LIABILITIES

NET CASH PROVIDED BY OPERATING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

ACQUISTION OF FIXED ASSETS &
RENOVATION COSTS INCURRED

TRANSFER TO CASH - SCHWAB

NEW LOANS MADE & REPAYMENTS

NET CASH PROVIDED BY INVESTING
ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

PRIOR PERIOD ADJUSTMENTS
DECREASE BAD DEBT ALLOWANCE
OTHER ADJUSTMENTS

ROUNDING

NET CASH PROVIDED BY FINANCING
ACTIVITIES

NET INCREASE(DECREASE) IN CASH
CASH IN BANKS - BEGINNING OF YEAR
CASH IN BANKS - END OF YEAR
SUPPLEMENTAL DISCLOSURES

INTEREST PAID

See Independent Auditor's Report and accompanying notes

439,670

18,112

181

(1,004)
— (16,636)

440,323

114
(103,262)

(103,148)

337,175

672,599

— 1,009,774
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FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 1: NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Farm Animal Reform Movement, Inc. (“FARM,” or "Farm Animal Rights Movement," or
the “Organization”) is a non-profit organization, working to end the use of animals for
food through grassroots outreach, public advocacy, and activist training. FARM believes
in the inherent self-worth of animals, as well as environmental protection and enhanced
public health. FARM was incorporated on December 20, 1982 and was granted
exemption from Federal income tax under 501(c)(3) of the Internal Revenue Code in
October 1983.

Grassroots Outreach:

World Day for Farmed Animals is an annual global day of action, observed on October
2nd, dedicated to exposing, mourning, and memorializing the more than 65 billion cows,
pigs, turkeys, chickens, and other land animals that needlessly suffer and are killed in
the world’s farms and slaughterhouses. Grassroots activists across 30 countries hold
symbolic and educational events in their communities.

Public Advocacy

Since 1996, FARM'’s letters-to-the-editor program has been linking benefits of the vegan
lifestyle to current news developments or national holidays. Each of the 15 letters per
year is published in approximately 75 local newspapers and reaches millions of readers.

Activist Cultivation:

The Animal Rights National Conference is the world’s largest and longest running
animal rights gathering, hailing back to 1981. It is a forum for movement leaders, local
activists and caring individuals of all kinds to share knowledge, report on progress,
discuss strategies, and network.

See accompanying Independent Auditor's Report



FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1: Continued

Financial Statement Presentation

The financial statements are presented using the accrual method of accounting.
Revenue is recognized when earned and support when contributions are made, which
may be when cash is received, unconditional promises are made, or ownership of other
assets is transferred to FARM. Expenses are reported when costs are incurred. Net
assets represent the cumulative balance of the operations of FARM from inception.

All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. FARM has no permanently restricted net assets and $30,380 of
temporarily restricted net assets as of December 31, 2019.

Revenue Recognition

Contributions are recorded as unrestricted, temporarily or permanently restricted
support, depending on the existence and/or nature of any donor restrictions. All donor-
restricted support is reported as an increase in temporarily or permanently restricted net
assets, depending on the nature of the restriction. When a restriction expires, that is,
when a stipulated time restriction ends or a purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted

net assets and reported in the statement of activities as net assets released from
restrictions.

However, if a restriction is fulfilled in the same time period in which the support is
received, FARM reports the support as unrestricted.

See accompanying Independent Auditor's Report



FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1: Continued

FARM reports gifts of equipment as unrestricted support unless explicit stipulations
specify how the donated assets must be used. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as restricted support.
Absent explicit stipulations about how long those long-lived assets must be maintained,
FARM reports expirations of restrictions when the assets are placed in service.

FARM reports qualifying contributions of services in-kind contributions, as revenue and
expense when received. Qualifying in-kind contributions are for professional services
that would otherwise have to be purchased.

Cash and Cash Equivalents and Financial Risk

FARM considers cash deposits, money market funds, and financial instruments with a
maturity of 90 days or less to be cash equivalents. FARM maintains its cash in financial
institutions in amounts which, from time to time, exceed the Federal Government's
deposit insurance. As of December 31, 2019, there was $555,033 of uninsured
deposits.

Accounts and Contributions Receivable

Receivables, representing amounts due from customers and contributions pledged by
donors, are stated at amounts estimated by management to be the net realizable value.
FARM periodically evaluates the collectability of accounts receivable and establishes a
reserve for uncollectible accounts based on an evaluation of the specific unpaid account
balances.

Allowance for Doubtful Accounts

No allowance for doubtful accounts related to mortgage loans receivable has been
established. FARM evaluates current and historical trends in collections and current
market value assessments, and relies on management's judgment of the probability of
collecting accounts, and management’s evaluation of business risks. They have elected
to use the direct write off method for uncollectible loans as they become uncollectible.

See accompanying Independent Auditor’s Report
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FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1: Continued

Investments

Investments are reflected at fair market value. To adjust the carrying value of these
investments, the change in fair market value is recorded as a component of investment
income on the statement of activities and changes in net assets.

Property and Equipment and Depreciation

Property and equipment are recorded at cost. Donated property and equipment are
recorded at the fair value at date of donation. Depreciation is provided over the useful
lives of the assets. FARM capitalizes all property and equipment purchased with a cost
in excess of $1,000 and an estimated useful life greater than one year.

Functional Allocation of Expenses

The costs of providing various programs and other activities of FARM have been
reflected on a functional basis in the accompanying financial statements. Costs that can
be identified with particular programs or support functions are charged directly to that
program or function. Salaries and related costs have been allocated among the
programs and supporting services based upon timesheets and management’s best
estimates of the proportion of these costs applicable to each program. Other allocable
costs have been allocated to program services and to supporting services based upon
management's best estimates.

Income Taxes

No provision has been made for income taxes, since FARM is exempt from Federal
income tax pursuant to Internal Revenue Code Section 501(c)(3). There was no
unrelated business taxable income during the year.

FARM has not recognized any cumulative adjustment relating to the adoption of FASB
ASC Income Tax Topic, nor are there any unrecognized tax benefits to be disclosed as
December 31, 2019. Uncertainty in income taxes for a not-for-profit organization would
include the status of its exemption from taxes, status of filings in local jurisdictions, and
unrelated business income, if any.

See accompanying Independent Auditor's Report



FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019
NOTE 1: Continued

FARM's information return filings for the years 2017 to 2019 remain subject to
examination by the Internal Revenue Service.

Advertising Costs
The costs of advertising are expensed as incurred.
Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts of assets and liabilities, disclosures of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those
estimates.

NOTE 2: FAIR VALUE MEASUREMENTS

Financial Accounting Standards Board (“FASB”) guidance specifies a hierarchy of
valuation techniques based on whether the inputs to those valuation techniques are
observable or unobservable. Observable inputs reflect market data obtained from
independent sources, while unobservable inputs reflect market assumptions. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement). The three levels of the fair

value hierarchy are as follows:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities that
the reporting entity has the ability to access at the measurement date. Level 1 primarily
consists of financial instruments whose value is based on quoted market prices such as
exchange-traded instruments and listed equities.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable for
the asset or liability, either directly or indirectly (e.g., quoted prices of similar assets or
liabilities in active markets, or quoted prices for identical or similar assets or liabilities in
markets that are not active).
See accompanying Independent Auditor’s Report
-10-



FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 2: FAIR VALUE MEASUREMENTS (Continued)

Level 3 - Unobservable inputs for the asset or liability. Financial instruments are
considered Level 3 when their fair values are determined using pricing models,
discounted cash flows or similar techniques and at least one significant model
assumption or input is unobservable.

The carrying amounts of the assets including cash and cash equivalents, receivables,
and current maturities of long-term borrowings approximate fair value because of the
short maturity of these instruments.

Investments at fair value as of December 31, 2019:

The change in Level 3 assets during the year ended December 31, 2019 includes the
issuance of new loans totaling $494,000, payoff of one loan for $227,400 and $163,338
in payments against principal on outstanding loans.

Mortgage loans receivable represent investments in secured first and second
mortgages, collateralized fully by the underlying residential property. The loans are
balloon mortgages with the majority of principal due at maturity and monthly payments
primarily covering interest. The loans bear interest ranging from 5% to 14% and mature
from 2017 to 2027.

The allowance for doubtful loans was $0 as of December 31 , 2019. The management
has elected to use the direct write off method when loans become uncollectible because
they feel this will better reflect the activity of the organization. Uncollectible loans are
loans and the real estate market, historical trends in collections and write-offs, current
market value assessments, management's judgment of the probability of collecting
accounts, and management’s evaluation of business risks. There is a concentration of
credit risk in the loans, where six loans exceed 10% of the total mortgage loan
receivable balance at 10%, 12%,13%,14%,15% and

17%.

Total investment income for the year ended December 31, 2019, which includes interest
and dividend income of $12,787.

See accompanying Independent Auditor’s Report
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FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 3: PROPERTY AND EQUIPMENT

There are no property and equipment as of December 31, 2019.

NOTE 4: RESTRICTIONS ON NET ASSETS

The following schedule summarizes activity and balances related to temporarily
restricted net assets:

Restricted Balance — 1/1/2019 $ 129,168
2019 Contributions $ 50,000

2019 Expended or Released $ (148,788)
Restricted Balance — 12/31/19 $ 30,380

NOTE 5: CONCENTRATIONS

FARM'’s revenue sources carry significant concentrations. For the year ended
December 31, 2019, there was one granting agencies that represented over 25% of
donation revenues and represented a concentration of risk which was approximately
18% of total revenues.

NOTE 6: LEASE OBLIGATIONS AND RELATED PARTY TRANSACTION

FARM leases office space on an annual basis from the President of the Board of
Directors. The lease expired on December 31, 2015 and is on a month-to-month basis.
Rental expense for the year ending December 31, 2019 was $16,000 under this lease.

See accompanying Independent Auditor’s Report
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FARM ANIMAL REFORM MOVEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2019

NOTE 7: SUBSEQUENT EVENTS

Management of FARM has evaluated events and transactions that occurred after the
balance sheet date through December 1, 2020 the date the financial statements were
available to be issued, and has determined that no subsequent events occurred that
require recognition or disclosure in the financial statements.

See accompanying Independent Auditor's Report
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SUPPLEMENTARY INFORMATION




Advertising & Promotions
Contracted Services
Conference Expenses - Other
Donations

Employee Benefits

Grants - Foreign
Information Technology
Insurance

Occupancy

Office

Payroll & Related Expenses
Professional Services
Travel & Meals

FARM ANIMAL REFORM MOVEMENT, INC.
(a nonprofit organization)
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED
December 31, 2019
Program General & Adminstrative Fund Raising Total
Expenses Expenses Expenses Expenses
S 14,279 88 S 14,367
54,875 8,474 - 63,348
41,834 - - 41,834
535 - - 535
204 7,205 - 7,409
132,000 - - 132,000
669 5,533 20 6,222
286 - 286
2,400 13,600 - 16,000
44,631 6,940 9,960 61,531
150,854 45,840 4,247 200,941
- 2,083 e 2,083
8,648 195 26 8,869
s 451,215 $ e BOEI0 —_—l424l $ 222426

See Independent Auditor's Report and accompanying notes



