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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Lee's Friends

Opinion

I have audited the accompanying financial statements of Lee's Friends (a nonprofit organization),
which comprise the statement of financial position as of December 31, 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 my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Lee's Friends as of December 31, 2023, and the changes in 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

I conducted the 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 the report. I am required to be
independent of Lee's Friends and to meet other ethical responsibilities in accordance with the
relevant ethical requirements relating to the audit. I believe that the audit evidence 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 Lee's Friends
ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

The 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 accounting 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 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:

Exercise professional judgment and maintain professional skepticism throughout the audit.
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 Lee's Friends internal control. Accordingly, no such opinion
is expressed. :

¢ 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.

o Conclude whether, in my judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Lee's Friends 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.

Report on Summarized Comparative Information

I have previously audited the Lee's Friends 2022 financial statements, and I expressed an unmodified
audit opinion on those audited financial statements in my report dated July 18, 2023. In my opinion,
the summarized comparative information presented herein as of and for the year ended December 31,
2022, is consistent, in all material respects, with the audited financial statements from which it has
been derived.

Doy Zen A He20, CPA

Virginia Beach, Virginia
August 20, 2024
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LEE'S FRIENDS

STATEMENT OF FINANCIAL POSITION

December 31, , 2023 2022
ASSETS
Cash $ 82,211 $ 93,995
Investments 1,690,563 1,567,694
Bequest receivable 11,685 70,000
Property and equipment, net 4,464 6,165
Right-of-use asset, net 11,201 -
Prepaid expenses - 3,016
Total assets $ 1,800,124 $ 1,740,870

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable $ 3,689 $ 8,793
Finance lease obligations 11,770 -
Total liabilities 15,459 8,793

Net assets

Without donor restrictions

Board designated _ 1,690,563 1,567,694
Undesignated 70,976 85,924
1,761,539 1,653,618
With donor restrictions 23,126 78,459
Total net assets 1,784,665 1,732,077
Total liabilities and net assets $ 1,800,124 $ 1,740,870

The accompanying notes are an integral part of these financial statements.
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LEE'S FRIENDS

STATEMENT OF CASH FLOWS

Year Ended December 31, 2023 2022
- Cash flows from operating activities
Change in net assets 52,588 $ (353,291)
Adjustments to reconcile change in net assets to
net cash from operating activities:
Depreciation and amortization 3,941 1,003
Donated securities (2,923) -
Net realized gains on investments (39,073) 47,961)
Net unrealized (gains) losses on investments (146,412) 344,614
Changes in:
Bequest receivable 58,315 (70,000)
Prepaid expenses 3,016 322
Accounts payable (5,104) 5,666
Net cash used in operating activities (75,652) (119,647)
Cash flows from investing activities
Purchases of office equipment - (6,211)
Purchases of investments (423,345) (620,962)
Proceeds from sale of investments 488,884 753,065
Net cash provided by investing activities 65,539 125,892 /
Cash flows from financing activities
Principal payments on finance lease obligations (1,671) -
Net cash used in financing activities (1,671) -
Net change in cash (11,784) 6,245
Cash - beginning of year 93,995 87,750
Cash - end of year 82,211 $ 93,995
Supplemental Disclosure of Non-Cash Investing and
Financing Activities
Equipment acquired under finance lease 13,441 $ -
Supplemental Cash Flow Information
Interest paid 572 $ -

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



LEE'S FRIENDS

NOTES TO FINANCIAL STATEMENTS

L -
December 31, 2023

1. Summary of Significant Accounting Policies
Nature of Activities

Lee's Friends (the “Organization™) is a non-stock, nonprofit Virginia corporation chartered in 1978 to:
a) assist in providing for the humanitarian and social needs of cancer patients (both children and
adults) and to coordinate patient services that would eliminate unnecessary patient discomfort and
inconvenience associated with chemotherapy, radiation, and other types of cancer treatment; b) act as
advocates of a more humane understanding of the problems and needs of the cancer patient
undergoing treatment; and c) select, train and assist members of the South Hampton Roads
community who wish to provide care, understanding and moral support to cancer patients undergoing
medical treatment in the region. All services are provided free of charge. The Organization is
supported primarily by contributions and grants from individuals, businesses and other interested
parties, and investment income.,

Financial Statement Presentation

The financial statements have been prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAP) promulgated in the United States of America for
not-for-profit entities. Accordingly, the financial statements reflect all significant receivables,
payables, other assets and liabilities, and net unrealized gains or losses from investment activity.
Transactions are classified based on the existence or absence of donor restrictions.

Comparative Information

The financial statements include certain prior-year summarized comparative information. 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 2022 financial statements from which the summarized information was derived.

Revenue Recognition

Contributions are recorded as revenue when received or an unconditional promise to give has been
made. Contributions are considered available for the Organization’s general programs unless
specifically restricted by the donor. Contributions that are restricted by the donor for specific
purposes or for future periods are reported as an increase in restricted support. When a restriction
expires (that is, when a stipulated time restriction expires or purpose restriction is accomplished),
restricted net assets are reclassified to net assets without donor restrictions and reported in the
statement of activities as "net assets released from restrictions."

Cash and Cash Equivalents
For financial statement purposes, the Organization considers all highly liquid investments purchased

with initial maturities of three months or less to be cash equivalents. Cash and cash equivalents for
purposes of the statement of cash flows exclude amounts in investment brokerage accounts.




Investments

The Organization follows a total return strategy in which investment decisions are made with the
intent of maximizing the long-term total return of the portfolio, combining market-value changes
(realized and unrealized) and current yield (interest and dividends). The Organization’s assets are
invested in a mixture of cash equivalents, equity securities, debt instruments and mutual funds.

Investments in equity securities with readily determinable fair values and all debt securities are
reported at fair market value in the statement of financial position. Investment income and gains and
losses on investments are reported as increases or decreases in net assets without donor restrictions
unless a donor has specifically restricted their use. The Organization has determined that there are no
donor-imposed restrictions on investment income.

Property and Equipment
Property and equipment are recorded at cost, if purchased, and at fair value on the date of gift, if

donated. Generally, assets with a cost of $500 or greater are capitalized. Depreciation is calculated
using the straight-line method over the following estimated useful lives:

Automobiles 5 years
Office equipment 5 years
Furniture 7 years
Leasehold improvements 10 years

Functional Allocation of Expenses

The costs of providing various program and supporting services are presented on a functional basis in
the Statement of Functional Expenses. Accordingly, certain costs have been allocated between the
program and supporting services benefited. Allocations are based on either specifically identified
costs, or estimates of employee time spent working in each area or percentage of costs attributable to
each function.

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.

Credit Risk

Financial instruments which potentially subject the Organization to concentration of credit risk
consist principally of cash and investments. The Organization's cash and cash equivalents that are
deposited with a financial institution are fully insured by the Federal Deposit Insurance Corporation.
The extent to which FDIC or other insurance coverage applies to cash and cash equivalents that are
part of the investment portfolio has not been determined.

Investments consist primarily of financial instruments including cash equivalents, equity and fixed
income securities, and mutual funds.  These financial instruments may subject the Organization to
concentrations of credit risk because at times cash and cash equivalents may exceed amounts covered
by the FDIC or Securities Investor Protection Corporation (SPIC), the market value of securities are
dependent on the ability of the issuer to honor its contractual commitments, and the investments are
subject to change in market values. Further, because of the significance of the investments to the
Organization’s financial position and the level of inherent risk in most investments, it is reasonably
possible that changes in the values of these investments could occur in the near term and such
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changes could materially affect the amounts reported in the financial statements. Management is of
the opinion that the diversification of its invested assets among the various asset classes should
mitigate the impact of changes in any one class.

The majority of the Organization’s contributions and grants are received from corporations,
foundations, and individuals located in the South Hampton Roads area of Virginia. As such, the
Organization’s ability to generate resources via contributions and grants is dependent upon the
economic health of that area. An economic downturn could cause a decrease in contributions that
coincides with an increase in demand for the Organization’s services.

Liquidity

Lee’s Friends is substantially supported by investment income. As part of the Organization’s
liquidity management, it has a policy to structure its financial assets to be available as its general
expenditures, liabilities, and other obligations become due. Annual revenue from contributions and
grants is insufficient to support expenses and other financial commitments, therefore, funds are
transferred periodically from the Organization’s endowment to its operating funds. The Organization
desires to maintain a balance of between $50,000 and $150,000 in operating funds.

At December 31, 2023, Lee’s Friends had approximately $140,000 of financial assets available within
one year of the balance sheet date to meet cash needs for general expenditures consisting of cash of
$82,000; cash equivalent investments of $47,000, and; a bequest receivable of $11,000. The
Organization had $1,643,000 of additional investments in its brokerage accounts. All of the
investments are publicly-traded debt and equity securities that can be liquidated as needed. With the
exception of the donor restricted amounts, none of the financial assets are subject to donor or other
contractual restrictions that make them unavailable for general expenditure within one year of the
balance sheet date.

Subsequent Events

Subsequent events were evaluated through August 20, 2024, the date the financial statements were
available to be issued.

Tgx Status

The Organization is a not-for-profit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code. The Organization has been classified as an entity that
qualifies for tax deductible contributions and is not a private foundation within the meaning of
Section 509(A).

2. Investments
Investments consist of cash equivalents and marketable debt and equity securities and are reported at

fair market value. Cost, market value and cumulative unrealized gains and losses at December 31,
2023 are summarized as follows:




Fair Cumulative
Market Unrealized
-Lee Harkins Endowment Fund Cost Value Gains (Losses)
Cash and cash equivalents $ 39,754 $ 39,754 $ -
Marketable debt securities 441,315 417,309 (24,006)
Marketable equity securities 399,644 493,543 93,899
Mutual funds 279,069 291,307 12,238
Accrued interest 3,378 3,378 -
1,163,160 1,245,291 82,131
Emily Harkins Filer Humanitarian
Endowment Fund
Cash and cash equivalents 7,931 7,931 -
Marketable debt securities 91,126 83,190 (7,936)
Marketable equity securities 191,703 236,530 44,827
Mutual funds 108,130 117,065 8,935
Accrued interest 556 556 -
399,446 445,272 45,826
Grand totals $ 1,562,606 $ 1,690,563 $ 127,957
Net investment income (loss) consists of the following;:
Interest and dividends $ 42,086
Net realized gains on investments 39,073
Net unrealized gains on investments 146,412
Investment management fees (18,908)
Foreign taxes (586)
$ 208,077
3. Property and Equipment
Property and equipment at December 31, 2023 is summarized as follows:
Automobiles $ 41,572
Office equipment 8,706
Furniture 7,886
Leaschold improvements 3,691
61,855
Less: accumulated depreciation 57,391
$ 4,464

Depreciation expense is $1,701 for the year ended December 31, 2023.
4. Right-of-Use Asset and Finance Lease Liability

The Organization leases a multi-function copier under a non-cancelable finance lease that requires
monthly payments of $249 through June 2028. The asset and liability of the finance lease are
recorded at the net present value of the minimum lease payments. The asset is amortized over the
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related lease term or its estimated productive life, whichever is less. Amortization of the asset is
included in depreciation and amortization expense.

The net value of the asset at December 31, 2023 is determined as follows:

Office equipment $ 13,441
Less: accumulated amortization 2,240
$ 11,201

Minimum future annual lease payments are as follows:

2024 $ 2991
2025 2,991
2026 2,991
2027 2,991
2028 1,495
Total minimum lease payments 13,459
Less: time value discount at 7% 1,689

$§ 11,770

Total finance lease costs for the year were $2,243; amortization of the right-of-use asset was $2,240,
and; interest on the finance lease liability was $572.

5. Endowments

The Organization’s endowment consists of two separate quasi-endowment funds established by the
Board of Directors. The primary fund was established for the purpose of funding ongoing operations
(Lee Harkins Endowment Fund), while the other was established to provide a future income stream to
fund humanitarian grants (Emily Harkins Filer Humanitarian Endowment Fund). 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. At December 31, 2023, all
endowment net assets are board-designated funds.

The State of Virginia enacted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) effective July 1, 2008. UPMIFA is a statute providing uniform and fundamental rules for
the investment of funds held by a charitable organization and the expenditure of funds donated as
“endowments” to an organization. UPMIFA eliminates the historic dollar value rule with respect to
endowment fund spending, updates the prudence standard for the management and investment of
charitable funds, and amends the provisions governing the release and modification of restrictions on
charitable funds.

Investment Policy

Lee’s Friends has an Investment Policy Statement for each endowment fund that sets forth the policy,
guidelines and objectives of the Organization. The Organization utilizes the services of an investment
manager for its endowment fund accounts. The investment manager is provided a custom asset
allocation range for each fund.

All investment funds are maintained to provide a portfolio with a combination of income and
principal growth through investments in high quality equity securities and fixed income instruments.
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The custom policy benchmark against which the portfolio’s performance is measured is the Blackrock
Moderate WDP Benchmark.

The investment manager is responsible for allocating the assets of each fund among instruments
appropriate for endowments of this nature. The bond portion should have a minimum average credit
quality of investment grade (Baa2 by Moody’s). All assets must have readily ascertainable market
value and be easily marketable. The investment manager is restricted from purchasing “private
equity” assets and direct holdings of tobacco company securities. The performance of the investment
manager is monitored by the Finance Committee on a quarterly basis.

Endowment Spending Policy

For the Lee Harkins Endowment Fund, the Organization appropriates funds as needed. The only
limitation is that no more than fifty percent (50%) of the market value of the principal be paid out
within a ten-year period that began on December 31, 2021.

The Emily Harkins Filer Humanitarian Endowment Fund was managed to grow through
reinvestment, market gains and new gifts until such time as it attained an established goal of
$500,000. The fund achieved this goal and made its first distribution in 2014. Distributions will be
made to support humanitarian gifts to individual cancer patients. The amount available for
distribution is the greater of four percent of the year-end value or one-half of the annual growth of the
account with a minimum annual amount of $24,000.

Changes in endowment net assets for the year ended December 31, 2023:

Without
Donor

Restrictions

Endowment net assets, beginning of year $ 1,567,694
Investment return:

Investment income, net of management fees 61,665

Net unrealized gains 146,412

Total investment income 208,077

Contributions 2,923

Appropriated for expenditure (88,131)

Endowment net assets, end of year $ 1,690,563

6. Fair Value Measurements
Accounting Standards Codification 820 (ASC 820), Fair Value Measurements and Disclosures,
defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. ASC 820 also establishes a
fair value hierarchy, which requires the Organization to maximize the use of observable inputs and
minimize the use of unobservable inputs when measuring fair value. The three levels of the fair value
hierarchy are as follows:

Level 1 — Quoted prices in active markets for identical assets or liabilities that the reporting entity has
the ability to access at the measurement date.

Level 2 — Observable inputs, other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices for identical or similar assets in markets that are not active, or other inputs
that are observable or can be corroborated by observable market data for substantially the full term of
the assets or liabilities.
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Level 3 — Unobservable inputs reflecting the entity’s own assumptions and best estimates based on
available data. As of December 31, 2023, there are no Level 3 assets or liabilities.

Assets measured on a recurring basis at fair value based on the level of input include the following at
December 31, 2023:

v Level 1 Level 2 Total
Government and corporate bonds $ - $ 500,499 $ 500,499
Common stocks 730,073 - 730,073
Mutual funds 408,372 - 408,372

$1,138,445 $ 500,499 $1,638,944

7. Restricted Net Assets

Restricted net assets are those subject to donor-imposed restrictions to be expended for a specific
purpose. At December 31, 2023, restricted net assets of the Organization consisted of unexpended
balances for the following;:

Time restricted: Bequest receivable $ 11,685
Purpose restricted:

Provide humanitarian grants 5,000

Provide humanitarian grants in specified zip codes 3,241

Provide funding for strategic consulting 2,923

Provide taxicab rides to cancer patients 2717

$ 23,126

8. Contributed Facilities and Services

The Organization occupies facilities where it is charged rent at less than fair market value. The
estimated fair value of donated rent for 2023 is $3,000 and is included in both revenue and
expenditures in the statement of activities.

Lee's Friends also receives donated services from approximately 110 lay and professional volunteers
who assist the Organization with scheduling and providing rides to cancer patients, emotional support
services, and fundraising events. No amount is recognized in the accompanying statement of
activities because the criteria for recognition of such services are not satisfied.

9. Employee Benefit Plan

Lee's Friends offers a non-contributory Simplified Employee Pension plan (the "Plan") covering all
employees who work for the Organization, are at least 21 years of age, and have been employed for a
minimum of one year. Contributions to the Plan are discretionary and must be approved by the Board
of Directors. The Organization approved a contribution of 6% to the Plan for the year ended
December 31, 2023 which amounted to $10,347. Contributions are made to the employees’
separately maintained SEP-IRA accounts.

%k %k ok ok
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