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TAYLORROTH

C or‘&o&i ed) Public Accowntants
WORKING EXCLUSIVELY WITH NONPROFITS

October 18, 2023

INDEPENDENT AUDITORS’ REPORT

Board of Directors
The Arc - Jefferson, Clear Creek & Gilpin Counties
Lakewood, Colorado

Opinion

We have audited the accompanying financial statements of The Arc - Jefferson, Clear Creek & Gilpin Counties (a
Colorado nonprofit corporation), which comprise the statement of financial position as of June 30, 2023, and the
related statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to
the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of The Arc - Jefferson, Clear Creek & Gilpin Counties as of June 30, 2023, and the changes in its net assets and its
cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about The Arc - Jefferson, Clear Creek & Gilpin Counties’
ability to continue as a going concern within one year after the date that the financial statements are available to be
issued.

800 Grant Street, Suite 205, Denver, CO 80203-2944 - 3240 D Juan Tabo Blvd. NE, Albuquerque, NM 87111-5159
www.TaylorRoth.com



Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

e [Exercise professional judgement and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of The
Arc - Jefferson, Clear Creek & Gilpin Counties’ internal control. Accordingly, no such opinion is expressed.

o [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.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregative, that raise
substantial doubt about The Arc - Jefferson, Clear Creek & Gilpin Counties’ ability to continue as a going
concern for a reasonable period of time.

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

Report on Summarized Comparative Information

We have previously audited The Arc - Jefferson, Clear Creek & Gilpin Counties’ 2022 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated November 16, 2022.
In our opinion, the summarized comparative information presented herein as of and for the year ended June 30, 2022,
is consistent, in all material respects, with the audited financial statements from which it has been derived.

Taglo [oth. and Compory PUK

TAYLOR, ROTH AND COMPANY, PLLC
CERTIFIED PUBLIC ACCOUNTANTS
DENVER, COLORADO



THE ARC - JEFFERSON, CLEAR CREEK & GILPIN COUNTIES

Assets
Cash and cash equivalents

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2023

(WITH COMPARATIVE TOTALS FOR 2022)

Promises to give and other receivable

Prepaid expenses

Investments (Note 3)

Right of Use asset (Note 4)
Property and equipment (Note 5)

Total assets

Liabilities and net assets
Liabilities
Accounts payable
Payroll liabilities
Lease liability (Note 4)
Deferred rent

Total liabilities

Net assets
Without donor restrictions
With donor restrictions (Note 6)

Total net assets

Total liabilities and net assets

2023 2022
§ 160,170 § 347,411
1,219 317
27,586 30,390
2,606,793 2,212,220
261,787 -
22,804 -
$ 3,080,359 $ 2,590,338
§ 22294 $ 7,985
73,157 50,646
277,504 -
- 14,255
372,955 72,886
2,704,396 2,496,447
3,008 21,005
2,707,404 2,517,452
$ 3,080,359 $ 2,590,338

The accompanying notes are an integral part of these financial statements
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THE ARC - JEFFERSON, CLEAR CREEK & GILPIN COUNTIES

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2023

(WITH COMPARATIVE TOTALS FOR 2022)

Revenue and other support

arc Thrift Store funding (Note 7)

Investment income(loss) (Note 3)
Contributions

Other

In-kind contributions

Net assets released from restrictions (Note 8)

Total revenue and other support

Expense

Program services

Supporting services
Management and general
Fund-raising

Total expense

Change in net assets

Net assets, beginning of year

Net assets, end of year

2023 2022
Without Donor  With Donor
Restrictions Restrictions Total Total
$ 1,404,091 $ - $1,404,091 $ 1,281,538
194,798 - 194,798 (299,517)
96,534 15,103 111,637 136,776
942 - 942 1,748
- - - 10,000
33,100 (33,100) - -
1,729,465 (17,997) 1,711,468 1,130,545
1,265,730 - 1,265,730 1,034,023
176,359 - 176,359 169,760
79,427 - 79,427 65,002
1,521,516 - 1,521,516 1,268,785
207,949 (17,997) 189,952 (138,240)
2,496,447 21,005 2,517,452 2,655,692
$ 2,704,396 $ 3,008 $2,707,404 $2,517,452

The accompanying notes are an integral part of these financial statements
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THE ARC - JEFFERSON, CLEAR CREEK & GILPIN COUNTIES

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2023
(WITH COMPARATIVE TOTALS FOR 2022)

2023 2022
Supporting Services
Manage-
Program ment and Fund-
Services General raising Total Total

Salaries $ 813,385 $ 86,354 $ 50,831 $ 950,570 $ 809,013
Payroll taxes and benefits 218,944 23,245 13,683 255,872 170,503
Rent 67,660 2,255 5,262 75,177 74,275
Accounting and audit - 47,997 - 47,997 47,370
Contract services 33,931 5,461 2,893 42,285 55,481
IT and software licenses 32,379 3,438 2,023 37,840 20,794
Conferences and travel 26,421 2,805 1,651 30,877 16,864
Meals 15,450 280 613 16,343 7,256
Telephone 13,369 756 445 14,570 11,795
Insurance 9,466 1,506 620 11,592 6,442
Dues and subscriptions 9,344 - - 9,344 7,656
Supplies 6,835 615 371 7,821 13,272
Events 4,984 - 195 5,179 9,302
Printing 3,473 369 217 4,059 2,349
Postage 3,071 326 192 3,589 2,958
ED discretionary fund and other 1,965 455 123 2,543 2,691
Bank charges and fees 851 90 53 994 1,522
Awards and gifts 783 56 48 887 1,500
Repairs and maintenance 689 73 43 805 1,218
Equipment purchases and lease 456 48 29 533 479
Advertising 385 41 24 450 1,863
Client assistance 112 - - 112 4,182
1,263,953 176,170 79,316 1,519,439 1,268,785

Depreciation 1,777 189 111 2,077 -
Total expenses $ 1,265,730 $ 176,359 $ 79,427 $ 1,521,516 $ 1,268,785

The accompanying notes are an integral part of these financial statements
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THE ARC - JEFFERSON, CLEAR CREEK & GILPIN COUNTIES

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2023
(WITH COMPARATIVE TOTALS FOR 2022)

2023 2022
Cash flows from operating activities
Change in net assets $ 189,952 $ (138,240)
Adjustments to reconcile change in net assets
to net cash provided (used) by operating activities
Realized and unrealized (gains) losses on investments, net (139,285) 339,494
Non-cash lease expense 53,563 -
Depreciation 2,077 -
Changes in operating assets and liabilities
(Increase)decrease in promises to give and other receivable (902) 3,583
(Increase)decrease in prepaid expenses 2,804 (258)
Increase(decrease) in accounts payable 14,309 (13,281)
Increase(decrease) in payroll liabilities 22,511 3,658
Increase(decrease) in lease liability (52,101) -
Increase(decrease) in deferred rent - 2,833
Net cash provided (used) by operating activities 92,928 197,789
Cash flows from investing activities
Purchase of investments (200,000) (250,000)
Reinvestment of net investment income (55,288) (39,971)
Capitalized client management software costs (14,500) -
Purchase of property and equipment (10,381) -
Net cash provided (used) by investing activities (280,169) (289,971)
Net increase(decrease) in cash and cash equivalents (187,241) (92,182)
Cash and cash equivalents, beginning of year 347411 439,593
Cash and cash equivalents, end of year $ 160,170 $ 347,411

The accompanying notes are an integral part of these financial statements
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NOTE 1

THE ARC - JEFFERSON, CLEAR CREEK & GILPIN COUNTIES

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2023

- DESCRIPTION OF THE ORGANIZATION

The Arc - Jefferson, Clear Creek & Gilpin Counties (The Arc or Organization) promotes and protects
the human rights of people with intellectual and developmental disabilities (I/DD) and actively supports
their full inclusion and participation in the community throughout their lifetimes. The Arc serves
individuals from birth through end of life in our three county area.

Life-changing support is provided in a number of ways at The Arc. During the past year, we focused
considerable time and energy to clearly identify the ways in which The Arc impacts the lives of people
with IDD and our community and defined the following four program areas:

Empowering Families

Family members are often a person’s lifelong advocate and typically the people who know the
individual best. This program develops and strengthens advocacy skills in family members as they
support the needs and desires of the individual with IDD whom they love. The Arc teaches people how
to ensure that an individual can lead a full, self-directed life with the right support.

Supporting Self-Advocacy

The most important voice in any conversation about someone’s life is that of the individual with
disabilities themselves. Through this program, The Arc builds advocacy skills and confidence in people
with IDD of all ages and encourages them to speak for themselves whenever possible.

Expanding Community Access

The systems that support individuals with I/DD are critical to their lives. This program ensures that The
Arc represents the needs of our community locally, at the state level, and at the Federal level and helps
to create positive systems change that truly makes lives better.

Changing Community Perceptions

One of the biggest obstacles people with I/DD encounter is the public's perception of them. Through
this program, we work to dispel myths, correct misconceptions, change attitudes, and help people see
individuals’ abilities and worth. As a result, we will create a welcoming community where everyone is
valued and respected.

Some of the specific areas in which the Organization provides support are education, health care,
residential options, employment, legal concerns, and systems navigation, as well as social, recreational,
and religious inclusion. In addition, The Arc is proactive and develops and delivers programming to
educate people on issues ranging from getting the right special education supports in school to planning
for an individual’s future when a parent/guardian will no longer be able to care for them.

The Organization is supported primarily through arc Thrift Store funding.



NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting
and accordingly reflect all significant receivables, payables, and other liabilities.

Basis of Presentation

The financial statements of the Organization have been prepared in accordance with U.S. generally
accepted accounting principles which require the Organization to report 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 the Organization’s
management and 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 the Organization or by the passage of time. Other donor restrictions are perpetual
in nature, whereby the donor has stipulated that the funds be maintained in perpetuity.

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.

Contributions of property and equipment or cash restricted to acquisition of property and
equipment are reported as net assets with donor restrictions if the donor has restricted the use
of the property or equipment to a particular program. These restrictions expire when the
assets are placed in service.

Cash and Cash Equivalents

Cash and cash equivalents are considered to be all unrestricted highly liquid investments with an
initial maturity of three months or less. Cash and cash equivalents does not include those amounts
held for long-term investment purposes.

Leases

The Organization determines if an arrangement is or contains a lease at inception and whether it will
be classified as an operating or finance lease based upon the accounting criteria. Leases are
included in right-of-use (ROU) assets and lease liabilities in the statement of financial position.
ROU assets and lease liabilities reflect the present value of the future minimum lease payments over
the lease term, and ROU assets also include prepaid or accrued rent. The Organization uses the rate
implicit in the lease if it is determinable. When the rate implicit in the lease is not determinable, the
Organization uses its incremental borrowing rate to determine the present value of the future lease
payments. Operating lease expense is recognized on a straight-line basis over the lease term. The
Organization applies the short-term lease exemption of not recognizing a ROU asset and lease
liability for leases that have terms of 12 months or less. Instead, the lease payments of those leases
are reported as lease expense on a straight-line basis over the lease term.



NOTE 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES (Continued)

5. Capitalization and Depreciation

The Organization follows the practice of capitalizing all expenditures for land, buildings, and
equipment of $5,000 or more. The fair value of donated assets is similarly capitalized. Depreciation
is computed using the straight-line method over the estimated useful lives of the assets.

Investments

Investments are reported at fair value, and classified and disclosed in one of the following
categories:

Level 1 — Quoted prices are available in active markets for identical investments as of the reporting
date. The types of investments included in Level 1 include mutual funds, listed equities, listed
derivatives, cash and cash equivalents.

Level 2 — Pricing inputs are other than quoted prices in active markets, which are either directly or
indirectly observable as of the reporting date, and fair value is determined through the use of models
or other valuation methodologies. Investments which are generally included in this category include
corporate and government bonds, less liquid and restricted equity securities, and certain over-the-
counter derivatives.

Level 3 — Pricing inputs are unobservable for the investment and include situations where there is
little, if any, market activity for the investment. The inputs into the determination of fair value
require significant management judgment or estimation. Investments that are included in this
category generally include limited partnership interests in corporate private equity and real estate
funds, funds of hedge funds, and distressed debt.

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 and
disclosures. Accordingly, actual results could differ from those estimates.

Income Taxes

The Organization is exempt from Federal and State income taxes under the provisions of Internal
Revenue Code Section 501(c)(3). Accordingly, no provision or liability for income taxes has been
provided in the accompanying financial statements.

Functional Reporting of Expenses

For the year ended June 30, 2023, the costs of providing the various programs and other activities
have been summarized on a functional basis in the statement of activities. Accordingly, certain
categories of expenses attributable to program services or a supporting function are allocated on a
reasonable basis that is consistently applied. The significant expenses that are allocated include
salaries, payroll taxes and benefits, and contractor services which are allocated based on time and
effort. Occupancy costs are allocated based on use. Other expenses are allocated based upon the
program or supporting service benefited.



NOTE 2

NOTE 3

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PROCEDURES (Concluded)

10.

11.

12.

Summarized Prior-Year Information

The financial statements include certain prior year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with the Organization’s financial statements for the year
ended June 30, 2022, from which the summarized information was derived.

Recently Adopted Accounting Standards

In 2022, the Organization adopted Accounting Standards Update (ASU) No. 2016-02, Leases (Topic
842), which requires lessees to recognize leases on the statement of financial position and disclose
key information about leasing arrangements. The Organization elected not to restate the
comparative period (2022). It also elected not to reassess at adoption (i) expired or existing
contracts to determine whether they are or contain a lease, (ii) the lease classification of any existing
leases, or (iii) initial direct costs for existing leases.

As a result of adopting ASU No. 2016-02, the Organization recognized a right of use asset, net of
adjustment for deferred rent, and lease liability in the amounts of $315,350 and $329,605,
respectively, in its statement of financial position on July 1, 2022. The adoption had no impact upon
net assets and did not result in a significant effect on amounts reported in the statement of activities
or cash flows for the year.

Subsequent Events

Management has evaluated subsequent events through October 18, 2023, the date the financial
statements were available to be issued.

- INVESTMENTS

The following table sets forth by level, within the fair value hierarchy, the Organization’s investments:

Description _Level 1 Level 2 Amount
Money market mutual funds $ 64,397 $ - $ 64,397
Equities 1,549,605 - 1,549,605
Fixed income - 405,025 405,025
Mutual funds 389,361 - 389,361
Exchange traded investments 198.405 - 198.405

Total $2,201,768 $ 405,025 $ 2,606,793

The Organization’s equity investments primarily represent United States based publicly traded securities.
Mutual fund investments include funds largely invested in fixed income securities and also real estate.
The fixed income investments mainly include corporate debt and asset backed securities and to a lesser
extent municipal debt and United States Treasury obligations. Exchange traded investments are mostly
represented by iShares fixed income investments. The investments are subject to market risk and the
fixed income investments are also subject to credit risk.
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NOTE 3 - INVESTMENTS (Continued)

Investment income is summarized as follows:

Description Amount
Unrealized gains (losses), net $ 129,516
Realized gains (losses), net 9.769
Net gain on securities 139,285
Interest and dividend income 77,702
Account fees (22.414)
Net investment income $ 194,573

The Organization earned interest income of $225 on its operating cash accounts.

The investments are held in three separate investment accounts. In accordance with the Organization’s
investment policy, each investment account has its own separate investment objectives, performance
expectations, and portfolio guidelines. The three investment account balances are shown below:

Description Amount
Infrastructure and capacity fund $ 2,006,020
Operations and programs fund 127,628
Long-term growth opportunity 473,145

Total $ 2,606,793

NOTE 4 - LEASE

The Organization has an agreement as a lessee for its office space. The lease agreement contains an
option for the Organization to extend the lease term for one additional three-year period. Lease cost is
solely comprised of the operating lease cost. Maturities of the lease liability, excluding the option
period, as of December 31, 2022, were as follows:

Year Amount
2024 $ 71,572
2025 79,580
2026 74,324
2027 75,576
2028 13,764

314,816

Less amount representing interest (37.312)

Present value of minimum lease payments $ 277,504

The discount rate used to calculate the present value of future minimum lease payments was 6.00%. The
remaining lease term was four years and two months as of year-end.
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NOTE 4

NOTE 5

NOTE 6

NOTE 7

- LEASE (Continued)

Supplemental cash flow information follows:

Description

Cash paid for amounts included in measurement of lease liabilities
Operating cash outflows from operating leases

Right-of-use assets obtained in exchange for new lease liabilities

- PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

Description

Office equipment
Client management software
Furniture

Total
Less: accumulated depreciation

Net property and equipment

Amount

$ 70,320
$ 329,605

Amount

$22,545
14,500
1,189

38,234
(15.430)

$ 22,804

The Organization capitalized certain costs associated with the customization of its client management
software. The software will be amortized when it’s put into use in the Organization operations during

the upcoming year.

- NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions are available for the following purposes:

Description
People First Scholarship

- CONCENTRATION OF FUNDING SOURCE

Amount

$ 3,008

Together with other chapters operating for a similar purpose, the Organization is a member chapter of
The Arc of Colorado and arc Thrift Stores. The Arc Chapters are supported by funding from the
operations of arc Thrift Stores in Colorado. The stores collect clothing and other household items from

the community then resell them to the general public.

To be a member chapter of arc Thrift Stores, a member must be an exempt organization under Internal
Revenue Code Section 501(c)(3), be a member in good standing with The Arc of Colorado and
demonstrate behavior that neither interferes with nor undermines arc Thrift Stores’ business or other

activities.
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NOTE7 -

NOTE 8 -

NOTE9 -

NOTE 10 -

CONCENTRATION OF FUNDING SOURCE

For the year ended June 30, 2023, the arc Thrift Stores allocated $1,404,091 to the Organization, which
represents approximately 82% of the total revenue and other support. The arc Thrift Stores also
provides the Organization’s staff with access to a health insurance plan. Participants’ net premiums of
$17,796 were deducted from the total payments to the Organization.

NET ASSETS RELEASED FROM RESTRICTIONS

During the year, net assets were released from donor restrictions by incurring expenses satisfying the
following restricted program purposes:

Description Amount

Aging and Future Planning Initiative $ 18,000

Research project 15,000

People First Scholarship 100

Total $ 33,100
BENEFIT PLAN

The Organization provides a benefit of paid health insurance to all employees working an average of 32
hours or more per week in addition to a cash benefit equal to 5% of gross pay. The cash benefit is
applied at each employee’s discretion, to premiums under the Organization’s medical, dental, and life
insurance plans and/or to a qualified retirement plan under the Internal Revenue Code section 403(b).
For the employees participating in the 403(b) plan, the Organization may make discretionary
contributions. The contribution rate is determined each year through the annual budgeting process.
During the fiscal year, the Organization made a discretionary contribution of 5% amounting to $45,859.

AVAILABILITY AND LIQUIDITY

The following represents the Organization’s financial assets available for general operating expenditures
within one year of June 30, 2023:

Description Amount
Cash and cash equivalents $ 160,170
Promises to give and grant receivable 1,219
Investments 2,606,793

2,768,182

Less: amounts not available for general expenditures
within one year due to:

Donor purpose restrictions (3.008)
Financial assets available to meet cash needs for general
expenditures within one year $2,765,174
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NOTE 10 -

NOTE 10 -

AVAILABILITY AND LIQUIDITY (Continued)

The Organization considers contributions restricted for programs which are ongoing, major, and central
to its annual operations to be available to meet cash needs for general expenditures. The Organization
manages its liquidity and reserves following three guiding principles: operating within a prudent range
of financial soundness and stability, maintaining adequate liquid assets to fund near-term operating
needs, and maintaining sufficient reserves to provide reasonable assurance that long-term obligations

will be discharged. The anticipated upcoming annual general operating expenditures are approximately
$1,700,000 to $1,750,000.

UNEMPLOYMENT INSURANCE

The State of Colorado allows a tax-exempt, nonprofit two methods of paying costs of unemployment
insurance. An organization may elect to be a “contributing” employer meaning they choose to pay a
quarterly premium based upon the payroll paid. Separately, an employer can elect to be a “reimbursing”
employer, meaning the organization will fund unemployment benefits if any are assessed against the
organization. The Organization has elected the latter method. The Organization previously funded
$6,617 to the State of Colorado as a deposit against future claims. The Organization was notified after
year-end that $5,977 of the deposit will be refunded during the upcoming year.
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