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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Farm Animal Reform Movement, Inc.

I have audited the accompanying financial statements of Farm Animal Reform Movement, Inc. (“FARM”
or the “Organization”) (a nonprofit organization), which comprise the statement of financial position as
of December 31, 2022, and the related statement of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements.

Basis for Opinion

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America. My responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of my report. I am required to be independent of Farm
Animal Reform Movement, Inc. and to meet my other ethical responsibilities in accordance with the
relevant ethical requirements relating to my audit. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my audit opinion.

Responsibilities of Management for the Financial Statements

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

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

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, I:

e Exercise professional judgment and maintain professional skepticism throughout the audit.
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e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Farm Animal Reform Movement, Inc.'s internal control. Accordingly, no such
opinion is expressed.

e [Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in my judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Farm Animal Reform Movement, Inc.'s ability to continue as a
going concern for a reasonable period of time.

I am required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that I identified during the audit.

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, 2022, 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.

Spegr et

Gaithersburg, Maryland
January 5, 2024



Farm Animal Reform Movement, Inc.
Statement of Financial Position

Current assets
Cash and cash equivalents
Accounts receivable, net
Other current assets

Total current assets

Other assets
Investments
Loans receivable

Total other assets

Total assets

Liabilities and Net Assets

December 31, 2022

Assets

518,372
21,844
3,346

543,562

1,425,506
739,945

2,165,451

2,709,013

Current liabilities
Accounts payable
Accrued expenses

Total current liabilities
Total liabilities
Net assets

Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

See Accompanying Footnotes
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6,983
23,196

30,179

30,179

2,623,454
55,380

2,678,834

2,709,013




Farm Animal Reform Movement, Inc.
Statement of Activities
For the Year Ended December 31, 2022

Without Donor With Donor
Restrictions Restrictions Total
Support and Revenue
Contributions and grants $ 405,365 $ - 405,365
Loan Interest 78,664 - 78,664
Investment income (195,976) - (195,976)
Other income 12,819 - 12,819
Subtotal 300,872 - 300,872
Net Assets Released from Restrictions:
Satisfaction of program restrictions - - -
Total Support and Revenue 300,872 - 300,872
Expenses
Program Services 428,320 - 428,320
Supporting services
Management and general 51,525 - 51,525
Fundraising 25,233 - 25,233
Total Supporting Services 76,758 - 76,758
Total Expenses 505,078 - 505,078
Change in Net Assets (204,2006) - (204,2006)
Net Assets at the Beginning of Year 2,821,797 55,380 2,877,177
Prior period adjustment 5,863 - 5,863
Net Assets at the Beginning of Year, as restated 2,827,660 55,380 2,883,040
Net Assets at the End of Year $ 2,623,454 $ 55,380 2,678,834

See Accompanying Footnotes



Farm Animal Reform Movement, Inc.
Statement of Functional Expenses
For the Year Ended December 31, 2022

Management
Program and General Fundraising Total
Advertising $ 9,872 § 1,018 $ 606 $ 11,496
Personnel costs 249,427 29,147 14,836 293,410
Rent 12,000 - - 12,000
Contract services 81,946 8,074 - 90,020
Fees 2,517 4,285 3,808 10,610
Grants 53,154 - - 53,154
IT services 3,146 3,709 49 6,904
Office expenses 12,271 4,190 5,377 21,838
Travel and meals 2,525 92 - 2,617
Miscellaneous expenses 1,292 166 557 2,015
Insurance 170 844 - 1,014
Total expenses $ 428,320 $ 51,525 $ 25233 §$ 505,078
Percent of total expenses 84.80% 10.20% 5.00% 100.00%

See Accompanying Footnotes
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Farm Animal Reform Movement, Inc.
Statement of Cash Flows
For the Year Ended December 31, 2022

Cash Flows From Operating Activities:
Change in net assets $ (204,200)
Adjustments to reconcile change in net assets to net
cash used in operating activities:
Realized and Unrealized gains and losses (211,169)

Changes in assets and liabilities:

Decrease in other assets 4,109
Decrease in accounts receivable 4,712
Decrease in accounts payable (1,761)
Increase in accrued expenses 6,290
Net Cash Used In Operating Activities (402,025)

Cash Flows From Investing Activities:

Net payments from loans receivable 131,418

Purchases of investments (331,407)
Net Cash Used In Investing Activities (199,989)
Net Decrease In Cash and Cash Equivalents (602,014)
Cash and Cash Equivalents At Beginning of Year 1,120,386
Cash and Cash Equivalents At End of Year $ 518,372

See Accompanying Footnotes
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Note 1:

Note 2:

Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Organization

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

Meat Out is observed on March 20 each year and includes demonstrations, tabling, and
government proclamations calling on U.S. residents to take animals off their plates for
one day. On October 2nd, World Day for Farmed Animals (WDFA) is an annual global
day of action dedicated to exposing, mourning, and memorializing the more than 65
billion farmed animals that are bred, raised, and killed for food around the world.

Public Advocacy
FARM's EdLetters program has been linking the benefits of a plant-based diet and vegan
lifestyle to current news developments or national holidays. Each of the more than 15

letters per year are published in more than 75 newspapers in the U.S. and Canada
potentially reaching millions.

Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of FARM have been prepared in accordance with U.S Generally
Accepted Accounting Principles (“US GAAP”), which require FARM 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 FARM’s management
and the board of directors.

Net Assets With Donor Restrictions- Net assets subject to stipulations imposed by donors.
Some donor-imposed restrictions are temporary in nature; those restrictions will be met by
the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates the funds be maintained in

perpetuity.



Note 2:

Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Summary of Significant Accounting Policies (continued)

Donor restricted contributions are reported as increases in net assets with donor restrictions.
When a restriction expires, net assets are reclassified from net assets with donor restrictions
to net assets without donor restrictions in the statement of activities.

Cash and Cash Equivalents

Cash and cash equivalents include cash held in checking and money market accounts.

Accounts Receivable

Receivables are stated at amounts estimated by management to be the net realizable value.
FARM charges off accounts receivable when it becomes apparent based upon age or
circumstances that the amounts will not be collected.

Allowance for Doubtful Loans

The allowance for doubtful loans is established through charges to the provision for bad
debts. The Organization evaluates the adequacy of the allowance for doubtful loans on a
periodic basis. The evaluation includes historical trends in collections and write-offs,
management’s judgment of the probability of collecting accounts and management’s
evaluation of business risks.

Contributions

Contributions received are recorded as net assets without donor restrictions or net assets
with donor restrictions, depending on the existence and/or nature of any donor-imposed
restrictions. Contributions that are restricted by the donor are reported as an increase in net
assets without donor restrictions if the restriction expires in the reporting period in which
the contribution is recognized. All other donor restricted contributions are reported as an
increase in net assets with donor restrictions, depending on the nature of restriction. When
a restriction expires (that is, when a stipulated time restriction ends or purpose restriction
is accomplished), net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statements of activities as net assets released from
restrictions.

Conditional promises to give, that is, those with a measurable performance or other barrier,
and a right of return, are not recognized until the conditions on which they depend have
been substantially met. Conditional gifts received prior to the satisfaction of conditions are
recorded as refundable advances.



Note 2:

Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Summary of Significant Accounting Policies (continued)

Functional Expenses

The costs of providing program and other activities have been summarized on a functional
basis in the statement of activities. Accordingly, certain costs have been allocated among
program services and supporting services benefited. Such allocations are determined by
management on an equitable basis.

The expenses that are allocated include the following:

Expense Method of Allocation
Advertising Time and effort
Personnel costs Time and effort
Rent Square footage
Professional fees Time and effort
Contract services Time and effort
Fees Time and effort
Grants Time and effort
IT services Time and effort
Office expenses Time and effort
Travel and meals Time and effort
Membership development Time and effort
Miscellaneous expenses Time and effort

Income Taxes

FARM is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue
Code. FARM has been classified as other than a private foundation. Any income that may
be determined to be unrelated is taxable. Taxable years before December 31, 2022 are
subject to federal and other jurisdictions’ tax authority examinations. Management is of the
opinion that no liability will result from these actions.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make certain estimates
and assumptions that affect specific amounts and disclosures. Accordingly, actual results

could differ from those estimates.

Subsequent Events

For the year ended December 31, 2022, FARM has evaluated subsequent events for
potential recognition and disclosure through January 5, 2024, which is the date the financial
statements were available to be issued.



Note 3:

Note 4:

Note 5:

Note 6:

Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Concentrations

The Federal Deposit Insurance Corporation (FDIC) insures accounts up to $250,000 at
each financial institution. At December 31, 2022 FARM’s cash balance exceeded insured
limits by $142,166.

Availability and Liquidity

The following represents FARM’s financial assets at December 31:

Cash and cash equivalents $518,372
Accounts receivable 21,844

Financial assets available to meet
general expenditures over the next
12 months $ 540,216

As part of FARM’s liquidity management plan, the Organization has a policy to maintain
a reserve of unrestricted current assets that could cover 90 days of operating expenses.

Mortgage Loans Receivable

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 in the year 2027.
Balances on mortgage loans receivable at December 31, 2022 totaled $739,945.

Fair Value Measurements

The financial statements reflect the adoption of FASB ASC 820, Fair Value Measurements
and Disclosure. FASB ASC 820 establishes a single authoritative definition of fair value,
sets a framework for measuring fair value, and requires additional disclosures about fair
value measurement.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2022.

Mortgage Loans Receivable: Valued at the net realizable value of the underlying loans at
year end.
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Note 6:

Note 7:

Note 8:

Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Fair Value Measurements (continued)

Real Estate: Valued at historical cost.

In accordance with FASB ASC 820, Level 1 investments refer to those traded in an active
market and Level 2 refer to those not traded on an active market but for which observable
market inputs are readily available. FARM classifies its mortgage loans receivable and real
estate investments into Level 3, which refers to investments not sold in an active market
and for which no significant observable market inputs are available:

Investments at Fair Value as of December 31. 2022

Level 1 Level 2 Level 3 Total
Equity securities $ 1,076,184 | $ -1 $ - | $1,076,184
Exchange traded funds $ 89,322 $ -1 3 - $ 189,322
Mortgage loans receivable $ R - | $ 739945 | $ 739,945
Real estate $ -1 $ -1 $ 160,000 $ 160,000
Total at fair value $ 1,265,506 | $ -- $ 899,945 | $2,165,451

The following is a reconciliation of activity for the year ended December 31, 2022 for
assets measured at fair value based on significant unobservable information:

Balance, beginning of year $ 1,031,363
Net payments on loans receivable (131,418)
Balance, end of year $ 899,945

Operating Leases and Related Party Transactions

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, 2022 was $12,000 under this lease.

Donor Restricted Net Assets

Donor restricted net assets as of December 31, 2022, totaled $55,380 and pertain to funds
to be used for the Organization’s future Animal Rights conferences.
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Farm Animal Reform Movement, Inc.
Notes to Financial Statements

Note 9: Prior Period Adjustment

Prior period adjustment amounts pertain to an unemployment tax refund of $5,863 relating
to the prior year which the Organization received during the year ended December 31,
2022. Since this amount related to the prior year, the Organization elected to record this
transaction as a receivable and income in that year.
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