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Report On the Financial Statements

We have audited the accompanying financial statements of Lutheran Immigration and Refugee
Service, Inc. (“LIRS”), which comprise the statement of financial position as of December 31,
2014, and the related statements of activities and changes in net assets and statement of 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

Our responsibility is to express an opinion on these financial statements based on our audit. We
did not audit the equity-method investment in Lutheran Center Corporation which reflect assets
constituting 19% of total assets as of December 31, 2014 and 2013, and 0% of total revenues for
the years then ended. This amount was audited by other auditors, whose report has been
furnished to us, and our opinion, insofar as it relates to the amounts included for LIRS, is based
solely on the report of the other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the 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 LIRS’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 LIRS’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Lutheran Immigration and Refugee Service, Inc. as of December 31,
2014, and the statements of activities and 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.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedule of expenditures of federal awards for the year ended December 31, 2014, as
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis and is not
a required part of the financial statements. Such supplementary information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional
procedures. These additional procedures included comparing and reconciling the information
directly to the underlying accounting and other records used to prepare the financial statements
or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
supplementary information is fairly stated, in all material respects, in relation to the financial
statements as a whole.

Report On 2013 Summarized Comparative Information

We have previously audited LIRS’s 2013 financial statements (not presented herein), and an
unmodified audit opinion was expressed on those audited financial statements in the report dated
May 6, 2014. In our opinion, the accompanying summarized comparative information as of and
for the year ended December 31, 2013 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Other Reporting Required By Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated May 26,
2015, on our consideration of LIRS’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering LIRS’s internal control over financial reporting and compliance.

Baltimore, Maryland
May 26, 2015
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Lutheran Immigration and Refugee Service, Inc.

Statements of Financial Position

Year ended December 31, 2014 (With Summarized Comparative Totals as of December 31, 2013) 2014 2013

Assets

Current Assets
Cash and cash equivalents
Investments, at market value (Note B)
Accounts receivable
U.S. government
Miscellaneous
Loans receivable — refugees (Note C)
Prepaid expenses and other assets
Investment in Lutheran Center Corporation (Note D)
Funds held by trustee (Note E)

Total Current Assets

Fixed assets, less accumulated dreciation and
amortization of $493,223 and $486,513 at
2014 and 2013, respectively

Total Assets

$ 7526717 6,605,466
838,414 834,880
5,751,406 7,079,988
519,174 207,584

4,571 7,603

169,567 205,289
3,669,353 3,670,839
366,064 350,396

18,845,266 18,962,045

289,493 271,015

$ 19,134,759 19,233,060

Liabilities and Net Assets
Current Liabilities
Accounts payable and accrued expenses
Long-term debt, current portion (Note E)
Total Current Liabilities
Long-term Obligations, net of current portion (Note E)
Total Liabilities
Net Assets
Unrestricted
Undesignated
Designated
Total unrestricted net assets
Temporarily restricted (Note G)
Total Net Assets

Total Liabilities and Net Assets

$ 8,104,766 8,611,175
102,500 100,000

8,207,266 8,711,175

2,206,415 2,312,230

10,413,681 11,023,405

6,148,674 6,468,101
1,747,164 1,173,910

7,895,838 7,642,011

825,240 567,644

8,721,078 8,209,655

$ 19,134,759 19,233,060

The accompanying notes are an integral part of these consolidated statements.
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Lutheran Immigration and Refugee Setvice, Inc.

Statements of Activities and Changes in Net Assets

Year ended December 31, 2014 Temporarily Totals
(With Summarized Comparative Totals for the year ended December 31, 2013)  Unrestricted restricted 2014 2013

Operating Activities
Support and Revenue

Support
Church bodies $ 1,012,136 $ 425700 $ 1,437,836 $ 912,302
Foundations and corporations 234,005 52,500 286,505 116,023
Other contributions 670,408 141,639 812,047 940,873
In-kind contributions 129,266 2,738 132,004 9,198
2,045,815 622,577 2,668,392 1,978,396
U.S. Government and State 55,341,275 — 55,341,275 46,414,735
Total support 57,387,090 622,577 58,009,667 48,393,131
Revenue
Servicing fees (Note C) 1,859,495 — 1,859,495 1,788,150
Miscellaneous 191,325 4,521 195,846 183,018
Total revenue 2,050,820 4,521 2,055,341 1,971,168
Net assets released from restrictions (Note G) 369,502 (369,502) — —
Total support and revenue 59,807,412 257,596 60,065,008 50,364,299
Expenses
Program Services
U.S. government funded activities 51,356,580 — 51,356,580 42,699,314
Other program activities 2,579,606 — 2,579,606 2,035,062
Total program services 53,936,186 — 53,936,186 44,734,376
Supporting Services
Management and general 4,439,719 — 4,439,719 4,037,326
Fund-raising 1,185,748 — 1,185,748 952,226
Total supporting services 5,625,467 — 5,625,467 4,989,552
Total Expenses 59,561,653 — 59,561,653 49,723,928
Change in Net Assets — Operating Activities 245,759 257,596 503,355 640,371
Non-operating Activities
Investment earnings (Note B) 8,068 — 8,068 9,882
Change in Net Assets 253,827 257,596 511,423 650,253
Net Assets, beginning of year 7,642,011 567,644 8,209,655 7,559,402
Net Assets, end of year $ 7,895,838 § 825,240 $ 8,721,078 $ 8,209,655

The accompanying notes are an integral part of these consolidated statements.
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Lutheran Immigration and Refugee Service, Inc.

Statements of Cash Flows

Year ended December 31, 2014 2013
Cash Flows from Operating Activities
Change in net assets $ 511,423 $ 650,253
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Depreciation 6,710 1,944
Amortization 2,136 2,137
Unrealized loss (gain) on investments 368 (4,046)
Loss (gain) in Lutheran Center Corporation investment 18,621 (23,270)
Non-cash contribution - (260,000)
Changes in assets and liabilities:
Accounts receivable
U.S. government 1,328,583 (3,605,940)
Miscellaneous (311,590) (11,672)
Loans receivable — refugees 3,033 840
Prepaid expenses and deposits 30,269 42,051
Funds held by trustee (15,668) (9,869)
Accounts payable and accrued expenses (506,409) 1,310,738
Net Cash Provided by (Used in) Operating Activities 1,067,476 (1,906,834)
Cash Flows from Investing Activities
Purchase of furniture, fixtures and equipment (16,987) —
Purchase of building improvements (8,200) —
Investment in Lutheran Center Corporation (17,134) (152,446)
Purchases of investments (145,388) (52,033)
Proceeds from sales of investments 141,484 45,053
Net Cash Used In Investing Activities (46,225) (159,426)
Cash Flows from Financing Activities
Repayment of long-term debt (100,000) (92,500)
Net Cash Used in Financing Activities (100,000) (92,500)
Net Increase (Decrease) in Cash and Cash Equivalents 921,251 (2,158,760)
Cash and Cash Equivalents, beginning of year 6,605,466 8,764,226
Cash and Cash Equivalents, end of year $ 7,526,717 ¢ 6,605,466
Supplemental Cash Flow Information
Interest paid $ 121538 $ 129,591

The accompanying notes are an integral part of these consolidated statements.
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Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements

'
December 31, 2014 and 2013

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization and Purpose

Lutheran Immigration and Refugee Service, Inc. (“LIRS”) is incorporated pursuant to the
provisions of the Maryland Non-profit Corporation Act.

Witnessing to God’s love for all people, the mission of LIRS is to stand with and advocate for
migrants and refugees, transforming communities through ministries of service and justice.

Accounting Estimates

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

Concentration of Credit Risk

LIRS occasionally maintains deposits in excess of federally insured limits. Accounting Standards
Codification (“ASC”) 825, “Financial Instruments” identifies these items as a concentration of credit
risk requiring disclosure, regardless of the degree of risk. The risk is managed by monitoring the
financial institutions in which deposits are made. As of December 31, 2014, balances held in
accounts in excess of the FDIC insurable limit were $6,357,853. Management does not consider
this to be a significant credit risk.

Investments

Accounting Standards Codification (“ASC”) 958, “Not-for-profit Entities” establishes standards for
accounting for certain investments held by not-for-profit organizations and requires that
investments in securities be recorded at fair market value with the resulting gains and losses
reported in the statement of activities.

The fair market value of investments traded on a securities exchange is determined based on
quoted market prices for those investments.

As part of its investment policy, LIRS is prohibited from investing in specific companies as
identified by the two primary supporting Church bodies and to the extent such prohibitions are
communicated to LIRS.



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES—
Continued

Fixed Assets

Fixed assets purchased by LIRS are recorded at cost, or if donated, at fair market value on the
date of donation. LIRS follows the practice of capitalizing all expenditures for fixed assets over
$5,000. Depreciation on furniture, equipment and buildings is computed on the straight-line
method over they estimated useful life of the asset 3 to 30 years. Leasehold improvements are
amortized over the shorter of the improvements life or the remaining lease term.

Net Assets

LIRS’s net assets and revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets and changes therein are classified
and reported as follows:

Unrestricted Net Assets — Net assets that are not subject to donor-imposed stipulations. As
reflected in the accompanying statements of financial position, LIRS’s Board of Directors has
designated a portion of the unrestricted net assets of LIRS as a board designated fund.

Temporarily Restricted Net Assets — Net assets subject to donor-imposed stipulations that
may or will be met either by actions of LIRS and/or the passage of time.

Contributions

LIRS reports gifts of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the donated assets. Contributions of assets are recorded at fair
value. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, temporarily restricted net assets are classified to unrestricted net assets
and reported in the statement of activities as “net assets released from restrictions”.

U.S. Government Awards
LIRS receives grant awards from the U.S. Government for the resettlement of and other services

to refugees and to other migrants in federal custody. LIRS records revenues under these awards
as expenses are incurred.



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

December 31, 2014 and 2013

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES—
Continued

Allocation of Expenses

The expenses for staff personnel, facilities and related costs incurred in the operations are allocated
to the various programs and contracts based on the level of effort in the respective programs.

Debt

LIRS adopted the guidance in ASU 2013-04, Obligations Resulting from Joint and Several Liability
Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date, which requires
an entity to measure obligations resulting from joint and several liability arrangements as the
amount the reporting entity agreed to pay on the basis of its arrangement among its co-obligors.
The adoption of ASU 2013-04 did not have a material effect on the financial statements.

Income Taxes

LIRS has been granted exemption from federal income tax under Section 501(c)(3) of the Internal
Revenue Code (the “Code”), and has been classified as an organization, which is not a private
foundation under Section 509(a) of the Code.

LIRS recognizes or derecognizes tax positions on a “more likely than not” threshold. This applies
to positions taken or expected to be taken in a tax return. LIRS has reviewed the tax positions
taken for each of the open tax years (2011 - 2013) or expected to be taken in LIRS’s 2014 tax
return and has concluded it has no material uncertain tax positions. Accordingly, no provision for
income taxes has been made in the accompanying financial statements.

LIRS follows the accounting guidance that creates a single model to address uncertainty in tax
positions and clarifies accounting for income taxes by prescribing the minimum recognition
threshold a tax position is required to meet before being recognized in its financial statements.
Under the requirements of this guidance, organizations could now be required to record an
obligation as the result of tax positions they have historically taken on various tax exposure items.
LIRS is not required to record such an obligation.

10



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES—
Continued

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 LIRS’s audited financial statements for the
year ended December 31, 2013, from which the summarized information was derived.

NOTE B—INVESTMENTS

At December 31, 2014 and 2013 investments consisted of the following:

2014 2013
Cost Market Cost Market
Fixed income:
Money market, certificates of
deposit and church mission
certificates $ 537976 $ 537976 $ 533,099 $ 533421
U.S. Government Agency
Bond 45,000 45,000 46,161 46,161
Private debt obligation 224,569 224,569 224,569 224,569
Equities:
Lutheran-related investment
pools 23,627 30,869 23,119 30,729

$ 831,172 $ 838414 § 826948 $ 834,880

1



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE B—INVESTMENTS—Continued

Investment earnings for the years ended December 31, 2014 and 2013 are comprised of the
following:

2014 2013
Interest and dividends $ 8,99 $ 6,268
Realized (loss) (96) —
Unrealized (loss) gain (368) 4,046
Investment fees (464) (432)

$ 8,068 $ 9882

The following describes the hierarchy of inputs used to measure market value and the primary
valuation methodologies used by LIRS for investments measured at market value on a recurring
basis. An investment's categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to the market value measurement. The three levels of inputs are as
follows:

Level 1 - Quoted prices in active markets for identical assets or liabilities. Market price data is
generally obtained from exchange or dealer markets.

Level 2 - Inputs other than Level 1 that are observable, either directly or indirectly, such as
quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data for
substantially the same term of the assets or liabilities. Inputs are obtained from various sources
including market participants, dealers, and brokers.

Level 3 - Pricing inputs are unobservable and include situations where there is little, if any,
market activity for the investment.

The methods described above may produce a market value calculation that may not be indicative
of net realizable value or reflective of future market values. Furthermore, LIRS believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the market value of certain investments
could result in a different estimate of market value.

12



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE B—INVESTMENTS—Continued

The following table presents the investments carried at market value as of December 31, 2014 and
December 31, 2013, by caption on the statement of financial position by the valuation hierarchy
defined above:

2014
Level 1 Level 2 Total

Fixed income:

Money market, certificates of deposit

and church mission certificates $ 537976 $ — $ 537,976

U.S. Government Agency Bond — 45,000 45,000

Private debt obligation — 224,569 224,569
Equities:

Lutheran-related investment pools — 30,869 30,869

$ 537976 $ 300438 $ 838,414

2013
Level 1 Level 2 Total

Fixed income:

Money market, certificates of deposit

and church mission certificates $ 438099 $ 95322 $ 533421

U.S. Government Agency Bond — 46,161 46,161

Private debt obligation — 224,569 224,569
Equities:

Lutheran-related investment pools — 30,729 30,729

$ 438099 $ 396,781 $ 834,880

13



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued
|

December 31, 2014 and 2013

NOTE C—LOANS RECEIVABLE—REFUGEES

LIRS Loan Programs

The loans receivable consist of the following as of December 31, 2014 and 2013:

2014 2013
Guam refugee loans $ — $ 126
Refugee loans — other 74,571 77477
74,571 77,603
Less: allowance for doubtful accounts (70,000) (70,000)
$ 4571 $ 7,603

Transportation Loans — IOM Program

LIRS acts as an agent for the collection of transportation loans for refugee resettlement through
the International Organization for Migration (“1OM”). Collections are remitted to IOM net of
servicing fees earned which are 25% of loan collections. Included in servicing fees, LIRS earned
fees of $1,817,755 and $1,763,296 as of December 31, 2014 and 2013, respectively. These loans
are not included in the statement of financial position as they are not loans of LIRS. The activity
for the transportation loans was as follows:

2014 2013
Balance outstanding at beginning year $ 28,043,264 $ 25918,044
New loans 13,055,954 12,023,797
Loan payments (7,260,957) (7,042,956)
Loans forgiven without prejudice (236,530) (335,368)
Loans transferred to IOM (2,740,153) (2,520,252)
Balance outstanding at end of year $ 30,861,578 $ 28,043,264
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Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE D—INVESTMENT IN LUTHERAN CENTER CORPORATION

LIRS occupies approximately 57% of the office space and common space in the Lutheran Center
owned by Lutheran Center Corporation (“LCC”). LCC, a non-profit organization, was organized
to construct and operate the office building which LIRS and Lutheran World Relief (“LWR”)
occupy. LIRS has a 50% interest in LCC and as such, carries its investment in LCC on the equity
method. LIRS and LWR provide monthly payments to LCC under a partial cost sharing agreement
which provides for reimbursement of costs, including interest and depreciation, in operating the
building based upon space occupied. The agreement is for 30 years commencing September 1,
1999 through August 31, 2029 with six renewal options of 10 years each.

For the years ended December 31, 2014 and 2013, LIRS has recorded occupancy expense of,
approximately $776,000 and $787,000 respectively, based upon its proportionate share of LCC’s
costs. Since LIRS has previously provided equity investments in LCC, any gain (loss) realized by
LCC will increase (decrease) LIRS’ equity in LCC. At December 31, 2014 and 2013, LIRS’ equity
in LCC was $3,669,353 and $3,670,839, respectively. At December 31, 2014, LCC assets consisted
principally of the building. The building is subject to a ground lease which provides for LCC to
pay rent of $1 per year for the 50 years beginning in 1999, with four optional ten-year extensions.

NOTE E—DEBT

On July 26, 2007, LIRS and LWR borrowed $5,805,000 through the issuance of Economic
Development Revenue Bonds, Series 2007, (2007 Bonds”) through the Maryland Economic
Development Corporation. The 2007 Bonds were issued to advance refund the Maryland
Economic Development Revenue Bonds, Series 2000 (2000 Bonds™) issued by the Maryland
Economic Development Corporation. Proceeds of the 2007 Bonds were used to pay a portion of
the issuance costs of the 2007 Bonds. LIRS and LWR are jointly and severally liable for the 2007
Bonds and as such, each has recorded 50% of the outstanding debt and related issue costs. In the
event that either organization is unable to pay off their portion of the outstanding debt, the other
organization will be liable. LCC, as owner of the Lutheran Center building, has guaranteed the
repayment of the debt. LIRS and LWR must maintain a joint leverage ratio (cash and investments
to annual debt service) of 5 to 1 or approximately $2,250,000 in required cash and investments.
As of December 31, 2014, the covenant was met.

15



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

December 31, 2014 and 2013

NOTE E—DEBT—Continued

The 2007 Bonds, bearing interest at 5.25% per annum, were issued as Serial Bonds maturing April
1 in the years 2008 through 2029 and have annual mandatory sinking fund provisions which began
in 2008. Deferred loan costs in the amount of $226,212 were incurred in connection with the
issuance of the 2007 Bonds. LIRS capitalized 50% of these costs which are being amortized on a
straight-line basis over the life of the bonds. Long-term debt on the 2007 Bonds at December 31,
2014 and 2013 is shown on the statement of financial position including unamortized bond
premium of $43,915 and $47,230, respectively.

In conjunction with the issuance of the 2007 Bonds, a Debt Service Reserve Fund was created in
the amount of $449,138. LIRS has recorded 50% of these funds as Funds held by Trustee. Funds
in the Debt Service Reserve Fund may be withdrawn by the Trustee to make the principal or
interest payments of the 2007 Bonds in the event that the other funds available for the purpose
are inadequate. The Debt Service Reserve Fund balance at December 31, 2014 and 2013 was
$229,480 and $244,349, respectively.

Principal payments under the terms of the 2007 Bond indenture are as follows:

LWR LIRS
Portion Portion Total
2015 $ 102,500 $ 102,500 $ 205,000
2016 107,500 107,500 215,000
2017 112,500 112,500 225,000
2018 120,000 120,000 240,000
2019 125,000 125,000 250,000
Thereafter 1,697,500 1,697,500 3,395,000

$ 2265000 $ 2265000 $ 4,530,000

Interest on the 2007 Bonds for the years ended December 31, 2014 and 2013 amounted to
$121,538 and $126,591, respectively.

16



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE F—LEASE COMMITMENTS

LIRS has two leases for office space that expire on April 30, 2017 and April 31, 2018. As of
December 31, 2014, future minimum lease obligations under these operating leases are as follows:

2015 $ 112,012
2016 113,614
2017 71,455
2018 19,232

$ 316,313

Rent expense was approximately $105,000 and $41,000 for the years ended December 31, 2014
and 2013, respectively.

NOTE G—NET ASSETS

Temporarily restricted net assets at December 31, 2014 and 2013 were available for the following

purposes:
2014 2013
Immigration Community Support/Alternatives to Detention $ 42524 $ 50,000
The Swanson Refugee and Migrant Travel Fund 113,986 113,386
Synod/District, Congregational Support Initiative 13,950 61,169
Detention Visitation 47,751 —
Rusk House of Hospitality 241,449 263,149
Central American Migrant Children and Families 266,837 —
Refugee Mentoring 27,156 —
Other 71,587 79,940

$ 825,240 $ 567,644
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Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE G—NET ASSETS—Continued

During 2014, net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes, as follows:

2014

Immigration Community Support/Alternatives to Detention $ 68,156
Synod and District Initiative 47,219
Detention-Visitation 12,249
Rusk House of Hospitality 35,180
Central American Migrant Children and Families 64,743
Refugee Mentoring 50,344
Other 91,611

$ 360502

During 2013, net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes, as follows:

2013
Immigration Community Support/Alternatives to Detention $ 104,060
Rusk House of Hospitality 51,634
Other 70,016
$ 225,710

NOTE H—PENSION PLAN

Substantially all employees of LIRS are enrolled in the defined contribution pension plan made
available and administered by Portico Benefit Services. Contributions to this plan are based upon
earnings for all eligible employees and are accrued and funded on a current basis. Pension expense
was approximately $483,000 and $417,000, respectively, for the years 2014 and 2013.

18



Lutheran Immigration and Refugee Service, Inc.

Notes to Financial Statements—Continued

'
December 31, 2014 and 2013

NOTE I—SUBSEQUENT EVENTS

LIRS evaluated its December 31, 2014 financial statements for subsequent events through May 26,
2015, the date the financial statements were available to be issued. Management has determined
that there are no events that would require disclosure or adjustments in the financial statements.
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Lutheran Immigration and Refugee Service, Inc.

Schedule of Expenditures of Federal Awards
____________________________________________________________________________________________________________________________________________________________________|
Year ended December 31, 2014

Federal Grantor/ Federal
Program Title CFDA No. Award Number Expenditures
U.S. Department of State
U.S. Refugee Admissions Program: Reception and Placement 19.510 SPRMCO15CA1006, SPRMCO14CA1014  $ 25,561,922

U.S. Department of Health and Human Services
Refugee and Entrant Assistance — Voluntary Agency Programs:

Matching Grant Program 93.567 90RV0062, 90RV0071 7,324,244
Refugee and Entrant Assistance — Discretionary Grants:
Preferred Communities — Creating New Communities 93.576 90RP0085 97,619
Preferred Communities — Enhanced Cultural Orientation 93.576 90RP0090 204,784
Intensive Case Management 93.576 90RP0101 928,706
Technical Assistance Employment Services 93.576 90RB0045 188,916
1,420,025
Assistance for Torture Victims: Treatment and Services for Torture Survivors 93.604 90ZT0096, 90Z2T0126 421,753
Unaccompanied Alien Children Program: Alien Unaccompanied Minors
Foster Care and Fingerprinting 93.676 90Z2U0067, 902U0103 17,634,731
Family Reunification Services 93.676 902U0057, 902U0084 2,978,600
20,613,331
Total U.S. Department of Health and Human Services 29,779,353
Total Federal Awards $ 55,341,275

The accompanying notes to the supplemental schedule of expenditures of federal awards is an integral part of the schedule.
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Lutheran Immigration and Refugee Service, Inc.

Notes to Schedule of Expenditures of Federal Awards

'
December 31, 2014

NOTE A—BASIS OF PRESENTATION

The accompanying schedule of Expenditures of Federal Awards includes the federal grant activity of
Lutheran Immigration and Refugee Service, Inc. (“LIRS”) and is presented using the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations.” Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of the basic
financial statements.

NOTE B—SUBRECIPIENTS

Of the federal expenditures presented in the schedule, LIRS provided $46,847,075 of the federal awards
to subrecipients.
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GOVERNMENT AUDITING STANDARDS

Board of Directors
Lutheran Immigration and Refugee Service

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of Lutheran Immigration and
Refugee Service, Inc. (“LIRS”) which comprise the statement of financial position as of December 31,
2014, and the related statements of activities and changes in net assets and statement of cash flows for
the year then ended, and the related notes to the financial statements, and have issued our report thereon
dated May 26, 2015.

Our report includes a reference to other auditors who audited the equity-method investment in Lutheran
Center Corporation, as described in our report on LIRS’s financial statements. This report does not
include the results of the other auditors’ testing of internal control over financial reporting or compliance
and other matters that are reported on separately by those auditors.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered LIRS’s internal control
over financial reporting (“internal control”) to design audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of internal control. Accordingly, we do not express
an opinion on the effectiveness of LIRS’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of LIRS’s financial statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
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Q Grant Thornton

deficiencies in LIRS’s internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LIRS’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Intended Purpose

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of LIRS’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering LIRS’s internal control and compliance. Accordingly, this
report is not suitable for any other purpose.

Baltimore, Maryland
May 26, 2015
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Report On Compliance for Each Major Federal Program

We have audited the compliance of Lutheran Immigration and Refugee Services, Inc. (“LIRS™) with the types
of compliance requirements described in the U.S. Office of Management and Budget's OMB Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal programs for the
year ended December 31, 2014. LIRS’'s major federal programs are identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to LIRS’s federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of LIRS’s major federal programs based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance
in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

The above-mentioned standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about LIRS’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of LIRS’s compliance.

Opinion on Each Major Federal Program

In our opinion, LIRS complied, in all material respects, with the types of compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended
December 31, 2014.

Instances of noncompliance

The results of our audit procedures disclosed one instance of noncompliance, described in the accompanying
schedule of findings and questioned costs as item 2014-001 that is required to be reported in accordance with
OMB Circular A-133. Our opinion on each major federal program is not modified with respect to this matter.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



Q Grant Thornton

LIRS’s response to the finding

LIRS’s response to our noncompliance finding, which is described in the accompanying schedule of findings
and questioned costs, was not subjected to the auditing procedures applied in the audit of compliance, and
accordingly, we express no opinion on the LIRS’s response.

Report On Internal Control over Compliance

Management of LIRS is responsible for designing, implementing, and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered LIRS’s internal control over compliance with the types of compliance
requirements that could have a direct and material effect on each major federal program to design audit
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance
for each major federal program and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of LIRS’s internal control
over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be prevented,
or detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in LIRS’s internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

We identified a deficiency in internal control over compliance, described in the accompanying schedule of
findings and questioned costs as item 2014-001 that we consider to be a significant deficiency in LIRS’s internal
control over compliance.

LIRS’s response to our finding on internal control over compliance, which is described in the accompanying
schedule of findings and questioned costs, was not subjected to the auditing procedures applied in the audit
of compliance, and accordingly, we express no opinion on the LIRS’s response.

The purpose of this Report on Internal Control Over Compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of OMB Circular
A-133. Accordingly, this report is not suitable for any other purpose.

Baltimore, Maryland
May 26, 2015
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Lutheran Immigration and Refugee Service, Inc.

Schedule of Findings and Questioned Costs
. ________________________________________________________________________________________________________________|]

Year ended December 31, 2014

Section 1—Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued Unmaodified
Internal control over financial reporting
Material weaknesses identified? No

Significant deficiencies identified not considered
to be material weaknesses? None reported

Noncompliance material to the financial
statements noted? No

Federal Awards
Internal control over major program:
Material weaknesses identified? No

Significant deficiencies identified not considered
to be material weaknesses? Yes

Type of auditor’s report issued on compliance for
major program? Unmodified

Any audit findings disclosed that are required to be
reported in accordance with OMB Circular A-133,
Section 510(a)? Yes

Identification of major program:;

CFDA Number Name of Federal Program
93.676 Office of Refugee Resettlement Unaccompanied Alien
Children Program Alien Unaccompanied Minors
Dollar threshold used to distinguish between Type A and B programs: $ 1,660,238
Auditee qualified as low-risk auditee? Yes

Section 2—Financial Statement Findings

None reported.
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Lutheran Immigration and Refugee Service, Inc.

Schedule of Findings and Questioned Costs—Continued
________________________________________________________________________________________________________________|

Year ended December 31, 2014

Finding 2014-001 — Reporting

Program: Office of Refugee Resettlement Unaccompanied Alien Children Program
Alien Unaccompanied Minors, FY 2014

Criteria:  In accordance with the Federal Funding Accountability and Transparency Act (“FFATA”),
for newly awarded non-ARRA funded prime contracts under which first-tier subcontracts of $25,000
or more are awarded, certain key data elements related to those subcontract agreements must be
reported in the Federal Funding Accountability and Transparency Act Subaward Reporting System
(“FSRS”), no later than the last day of the following month in which the subcontract
award/modification was made.

Condition: We noted instances where management either had not submitted information within the
required timeframe or that the FFATA report submission receipt did not include evidence of the date
submitted or contract number.

Questioned Costs: None noted.

Context:  We selected a sample of ten subcontracts for testing the organization’s compliance with
FFATA. For six of the reports tested, the FFATA information was not submitted within the required
timeframe. In addition, no evidence of the date submitted could be provided for one of the contacts
selected for testing.

Effect: The organization did not comply, or we were unable to verify compliance, with all of the
reporting requirements under FFATA for subcontracts under which they were required to report.

Cause: The organization has a process whereby the Director of Grants monitors contracts containing
FFATA clauses. When above the required dollar threshold of $25,000 or more, subcontract
information is gathered and required data is input into the FSRS database. However, for six of the ten
total contracts selected for testing, steps were not taken to ensure the FFATA information was
submitted on a timely basis. In addition, no evidence of the date submitted could be provided for one
of the contracts selected for testing.
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Concurrent Technologies Corporation

Schedule of Findings and Questioned Costs—Continued
|

Year ended December 31, 2014

Finding 2014-001 — Reporting—Continued

Recommendation: We recommend management institute a regular monthly process whereby it is verified
that all subcontracts subject to FFATA reporting within the last thirty days have been entered into
FSRS. In addition, when printing FFATA report submission receipts or evidence of “good faith
effort” being expended to enter the required information, individuals responsible for the submission
should ensure the printed receipt contains both the contract number and the date of the submission.

Views of responsible officials and planned corrective actions: LIRS will enhance its procedure for FFATA
reporting to require monthly written approval of the award spreadsheets tracking the amount of
subgrants by contractor and the printed receipt proving a timely submission by the supervisor of LIRS
employee responsible for preparing and submitting the reports. In addition, to enable timely reporting
in cases where a subcontractor's award may exceed $25,000, LIRS will not issue a sub-award until a
valid DUNS number is submitted by all subcontractors.
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