Food Bank of the Rio Grande Valley, Inc.
And Subsidiaries

Independent Auditors’ Report and
Consolidated Financial Statements with
Supplementary Information

June 30, 2020



Food Bank of the Rio Grande Valley, Inc. and Subsidiaries
Independent Auditors' Report and Consolidated Financial Statements

with Supplementary Information
June 30, 2020

TABLE OF CONTENTS

Page
Number
FINANCIAL SECTION
Independent AUditors' REPOIT. ... ..o.iteiei it te e et et e et e e 1-2
FINANCIAL STATEMENTS
Consolidated Statement of Financial POSItION. ...........ouiiiiiiii e 3
Consolidated Statement Of ACHVILIES. . ... .oueut it 4
Consolidated Statement of Cash FIOWS...........oiiiiiiii e 5
Consolidated Statement of Functional EXPenses. ........o.vvuiiritiiiitiiieie e ee e 6
Notes to the Consolidated Financial Statements. ... ......oooouiuiniiiitiiii e 7-21
SUPPLEMENTARY CONSOLIDATING INFORMATION
Consolidating Statement of Financial POSItION. .........o.iitiiiiii e aeaees 22
Consolidating Statement Of ACHVILIES. ... .o.iitiit ittt 23
FEDERAL AWARDS SECTION
Independent Auditors' Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards ............coooiiiiiiiiii e 24 -25
Independent Auditors' Report on Compliance For Each Major Federal Program and
On Internal Control Over Compliance Required by the
Uniform GUIANCE. . ... .t e e e e e 26 -27
Schedule of Findings and QUeStiONEd COSTS. ... .uuutiniitititet ettt et eeri e e e e 28
Summary Schedule of Prior Year Audit FINAIings..........ooviiiiiiiiii i, 29
Schedule of Expenditures of Federal AWards...........o.ovuiiiiiiiiiiii e 30
Notes to the Schedule of Expenditures of Federal Awards.............oooviiiiiiiiiiiiiiiiiieieececeeeea 31



Cascos & Associates, PC

Certified Public Accountants
Audit/Accounting/Tax/Consulting

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Food Bank of the Rio Grande Valley, Inc. and Subsidiaries

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Food Bank of the Rio Grande
Valley, Inc. and Subsidiaries (Food Bank), which comprise the consolidated statement of financial position
as of June 30, 2020, and the related consolidated statements of activities and cash flows for the year then
ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
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
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. Accordingly, 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
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

% CPA 765 East 7th Street / Brownsville, Texas 78520 "\ TXCPA
roxse Sy o Gowwrnmensi s PhoNE (956) 544-7778  Fax (956) 544-8465 & AICPA K8 StAmE
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Food Bank as of June 30, 2020, 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

Other Matter — Summarized Comparative Information

We have previously audited the consolidated financial statements of Food Bank and we expressed an
unmodified audit opinion on those audited financial statements in our report dated April 27, 2020. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30, 2019,
is consistent, in all material respects, with the audited financial statements from which it has been derived.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as
a whole. The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Reguirements for Federal Awards, is presented for purposes of additional analysis and is not a required part
of the financial statements. The supplemental consolidating information and the schedule of expenditures
of federal awards is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the consolidated financial statements. The
information has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the consolidated financial statements
or to the consolidated financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 28, 2021,
on our consideration of Food Bank’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 solely 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 Food Bank’s 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 Food Bank’s internal
control over financial reporting and compliance.

Woa‘&é& Pec

Cascos & Associates, PC
Brownsville, Texas
April 28, 2021



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020

(with summarized financial information at June 30, 2019)

Totals
ASSETS 2020 2019
Current Assets
Cash and cash equivalents $ 4,339,983 $ 626,582
Investments 29,582 24,049
Accounts receivable, net 164,957 518,999
Product inventory, net of salvage 5,052,758 2,527,250
Other assets - 20,551
Total Current Assets 9,587,280 3,717,431
Property and equipment, net
of accumulated depreciation 9,958,782 9,797,221
Intangible assets, net of
accumulated amortization 150,128 160,757
Total Assets $ 19,696,190 $ 13,675,409
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable and accrued expenses $ 147,428 $ 175,195
Total Current Liabilities 147,428 175,195
Noncurrent Liabilities
Note payable - PPP 314,983 -
Total Noncurrent Liabilities 314,983 -
Total Liabilities 462,411 175,195
Net Assets
Without Donor Restrictions 17,494,493 11,002,823
With Donor Restrictions 1,739,286 2,497,391
Total Net Assets 19,233,779 13,500,214
Total Liabilities and Net Assets $ 19,696,190 $ 13,675,409

The accompanying notes are an integral part of this financial statement presentation.



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2020

(with summarized financial information for the year ended June 30, 2019)

Without Donor With Donor Totals
Restrictions Restrictions 2020 2019
Revenues, Gains and Other Support:
Grants:
USDA - TEFAP commodities $ - 4,448,926 $ 4,448,926 $ 4,103,744
USDA - CSFP commodities - 2,479,393 2,479,393 2,224,947
USDA - School commodities - 5,201,204 5,201,204 6,832,000
USDA - Trade mitigation commodities - 8,618,303 8,618,303 2,802,812
USDA - CARES commodities - 253,180 253,180 -
USDA - FFCRA commodities - 114,934 114,934 -
USDA - TEFAP administration 898,552 - 898,552 887,499
USDA - CSFP administration 646,469 - 646,469 611,090
Emergency Food & Shelter Program 227,198 3,978 231,176 213,228
Supplemental Nutrition Assistance Program 246,068 - 246,068 246,763
Community Based Outreach/Match 138,808 - 138,808 113,842
USDA - Farmer's Market Promotion Program 11,417 - 11,417 37,849
Collaborative FP 392,400 - 392,400 -
Texas Division of Emergency Management 3,084,317 - 3,084,317 -
Total grants 5,645,229 21,119,918 26,765,147 18,073,774
Value of donated inventory 15,482,892 - 15,482,892 59,199,825
Shared maintenance 808,596 - 808,596 841,055
Donations and private grants 4,001,805 - 4,001,805 1,198,020
Special events 249,449 - 249,449 225,774
Other 364,523 - 364,523 47,519
Dividend and interest income 24,976 - 24,976 51,118
Rent income - - - -
Net assets released from restrictions 20,613,199 (20,613,199) - -
Total Revenues, Gains and Other Support 47,190,669 506,719 47,697,388 79,637,085
Functional Expenses:
Program expenses 41,889,060 - 41,889,060 77,038,744
Supporting services:
Administrative 811,835.00 - 811,835 1,032,640
Fundraising 387,894 - 387,894 556,892
Total Functional Expenses 43,088,789 - 43,088,789 78,628,276
Operating Change in Net Assets 4,101,880 506,719 4,608,599 1,008,809
Nonoperating Changes in Net Assets:
Proceeds from lawsuit settlement 1,124,966 - 1,124,966 -
Subsidiaries - Tenant - - - (309,026)
Acquisition of Subsidiary Asset - - - 3,818,315
Total Nonoperating Changes in Net Assets 1,124,966 - 1,124,966 3,509,289
Net Assets, Beginning of Year, as previously stated 11,002,823 2,497,391 13,500,214 9,159,928
Prior Period Adjustment - - - (177,812)
Net Assets, Beginning of Year, restated 11,002,823 2,497,391 13,500,214 8,982,116
Net Assets, End of Year $ 16,229,669 3,004,110 $ 19,233,779 $ 13,500,214

The accompanying notes are an integral part of this financial statement presentation.




FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2020

(with comparative information for the year ended June 30, 2019)

Totals
2020 2019

Cash flows from operating activities:
Increase (decrease) in net position $ 4,608,599 $ 4,640,614
Adjustments to reconcile net assets to net cash (used)
provided by operating activities

Depreciation expense 400,597 403,052
Amortization expense 10,933 10,337
Unrealized (gains) on investments (5,533) (4,050)
Non-monetary inventory transactions (2,282,804) (1,766,992)
Proceeds from lawsuit settlement 1,124,966 -
Decrease (increase) in:
Accounts receivable 354,042 (413,822)
Purchased inventory (242,705) -
Deferred rent receivable - 251,320
Other assets 20,551 8,874
Increase (decrease) in:
Accounts payable and accrued expenses (27,765) 470,688
Net cash (used in) provided by operating activities 3,960,881 3,600,021

Cash flows from investing activities:

Decrease (increase) in restricted cash - 148,042
Acquisition of subsidiaries - (3,818,315)
Payments on capital lease - (2,776)
Capital expenditures (562,463) -
Net cash (used in) provided by investing activities (562,463) (3,673,049)

Cash flows from financing activities:
Proceeds from issuance of notes payable

Contributions 314,983 1,928
Consolidations - 405
Distributions - (24,816)
Net cash provided by (used in) investing activities 314,983 (22,483)
Net change in cash 3,713,401 (95,511)
Cash at beginning of year 626,582 722,093
Cash at end of year $ 4,339,983 $ 626,582

Supplemental Disclosure:
Interest paid in cash $ -3 105,472

The accompanying notes are an integral part of this financial statement.



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2020

(with summarized financial information for the year ended June 30, 2019)

Commodities and in-kind donations distributed $ 37,661,738
Leased employees and related expenses 2,408,779

Warehouse maintenance and lease
Fuel and mileage allowance
Depreciation expense
Professional fees

Office expense

Marketing

Loan interest

Equipment maintenance
Insurance

Training expense

Utilities

State and national association fees
Other

Amortization expense
Fundraising

Volunteer recognition

Program Supporting Services Totals

Services Administrative ~ Fundraising 2020 2019
$ - $ - $ 37,661,738 $ 73,369,269
523,321 242,505 3,174,605 2,901,947
256,163 12,929 137 269,229 198,784
163,277 323 2,621 166,221 151,966
400,597 - - 400,597 403,052
6,732 120,237 4,950 131,919 179,804
162,937 14,301 11,120 188,358 188,234
- - 53,373 53,373 85,863
- - - - 105,472
550,312 3,906 8,316 562,534 469,683
98,823 35,389 - 134,212 123,145
18,225 26,987 868 46,080 68,906
121,682 6,680 4,599 132,961 125,783
23,769 37,542 2,304 63,615 70,243
5,093 28,642 1,162 34,897 148,040
10,933 - - 10,933 10,337
- 593 55,592 56,185 25,275
- 985 347 1,332 2,473
$ 41,889,060 $§ 811,835 $ 387,894 $ 43,088,789 $ 78,628,276

The accompanying notes are an integral part of this financial statement presentation.



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1 - NATURE OF ACTIVITIES

The Food Bank of the Rio Grande Valley, Inc. and Subsidiaries (Food Bank) is a Texas non-
profit corporation that began operations in February 1986. The Food Bank's purpose is to collect
and warechouse salvageable food and commodities and to distribute those items to various area
social agencies which assist the needy within Hidalgo, Willacy, and Cameron Counties. The
social agencies receiving the goods are assessed a shared maintenance fee based on the weight
of the items transferred to them. Funding is provided through grants from governmental
agencies (primarily the U.S. Department of Homeland Security and the U.S. Department of
Agriculture) and private foundations, as well as donations from civic and social organizations,
businesses, and individuals.

On March 17, 2005, the Food Bank of the Rio Grande Valley, Inc. (FBRGV, Inc.) created a
Limited Liability Company (FBRGV, LLC) and became its sole member. In addition, the
FBRGYV, Inc. created a Texas Limited Partnership (Food RGV, LP) in which FBRGV, LLC
became the general partner and the FBRGV, Inc. became the limited partner. Food RGV, LP
was organized to acquire, develop, renovate, and own the real property and improvements of the
Valley Fruit and Vegetable Company building, (the Pharr building), located at 724 N. Cage
Blvd., Pharr, Hidalgo County, Texas. This building is the new location of the current Food
Bank operations. The purpose of creating these entities was to receive historical tax credit
monies as an additional means of financing the renovation.

The Food Bank conducted a fundraising campaign to refurbish the Pharr building. As part of
the rehabilitation effort, the Food Bank received Social Services Block Grant (SSBG)
Emergency Disaster Relief funds under a sub-sub grant from the Texas Health and Human
Services Commission (HHSC) through the Lower Rio Grande Valley Development Council to
construct a large freezer at the Pharr building. The Food Bank filed a Notice of Federal Interest
in December 2010 to formally recognize the government’s ownership interest in the Pharr
building and property.

The Food Bank combined existing funds with new loan proceeds from a financial structure that
utilized New Markets Tax Credits available through a Federal tax-credit program established in
year 2000 with the passage of the Community Renewal Tax Relief Act of 2000. A portion of
existing Food Bank funds and the new loan proceeds paid for the remaining capital
improvements to the Pharr building and land. To comply with the requirements of the tax credit
programs, the Food Bank established a specified financial structure to complete the series of
transactions necessary.



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1 - NATURE OF ACTIVITIES

Several new entities were formed to facilitate the loan and equity transactions. The following is
a brief synopsis of newly-formed entities, their ownership structure, and transactions that took
place on December 21, 2011.

e Food Bank will lease the Pharr building and land to FBRGV Landlord, LLC (Landlord)
for a term of 55 years.

e FBRGV Manager, LLC (Manager) was formed as the manager and majority owner of
profits interest in Landlord, the ground lessor of the Pharr building and property.
Manager is a wholly-owned subsidiary of the Food Bank.

e The underlying ownership structure of Landlord is as follows: (a) Manager owns a 90%
profits interest as the managing member, and. (b) FBRGV Tenant, LLC (Tenant) as a
member owns a 10% interest in Landlord.

e Tenant is owned by Partnerships of Hope II, LLC, a sole member and managed by
Manager.

e Partnerships of Hope II, LLC is owned by (a) Raza Development Fund, Inc., with a .01%
profits interest as managing member and by (b) Chase NMTC FBRGV Investment Fund,
LLC, with a 99.99% profits interest.

e Chase NMTC FBRGV Investment Fund, LLC is owned by (a) RDF Manager, LLC with
a .01% profits interest as managing member and by (b) Chase Community Equity, LLC
with a 99.99% profits interest.

e Landlord will lease the Pharr building and property to Tenant for a term of 19 years.

e Tenant will sub-lease the property to the Food Bank for a term of 15 years.

Part of the financing of the rehabilitation of the Pharr building facility came from loans from
Partnerships of Hope II, LLC, to Landlord, for approximately $11,145,000. The sources of
funds for the loan are equity proceeds from Chase Community Equity, LLC, and debt proceeds
from the Food Bank, using available funds. The loan is secured by a first leasehold deed of
trust in Landlord’s leasehold interest in the Pharr building.

In December 2011, Food Bank transferred to Landlord, cost of the Pharr land and building,
including improvements, totaling $5,589,313 for payment of $8,634,936 from Landlord. The
remaining $3,048,402 was treated as extraordinary income on the books of the Food Bank.

On February 27, 2019, the Managing Member and Food Bank entered into an Assignment of
Member Interests, whereby the Managing Member assigned 90% member interest in the
Landlord to Food Bank.

On February 27, 2019, Chase NMTC FBRGV Investment Fund, LLC and Food Bank entered
into an Assignment of Member Interest, whereby the FBRGV Investment Fund assigned their

100% interest in the Investor Member to Food Bank. Upon the execution of the assignments,
Food Bank became the 100% owner of Landlord.



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 1 - NATURE OF ACTIVITIES

On February 27, 2019, Chase NTMC FBRGYV Investment Fund, LLC and Food Bank entered
into an Assignment of Member Interest, whereby FBRGV Investment Fund assigned their
100% interest in the Tenant to Food Bank. Upon the execution of the assignments, Food Bank
became the 100% owner of Tenant.

On February 28, 2019, Chase Community Equity, LLC, FBRGV Investment Fund, RDF Fund
Manager, LLC, the Lender, Raza Development Fund, Inc., Landlord and Food Bank entered
into a NMTC Exit Agreement, whereby Chase transferred its 99.99% member interest in
FBRGYV Investment Fund to Food Bank, upon the exercise of Chase’s put option and sale for
$1,000 as outlined in the Fund Interest Agreement executed on the same date, and Fund
Manager withdrew as the managing member of the FBRGV Investment Fund. Upon the
execution of this agreement, Food Bank became the 100% owner of FBRGV Investment Fund.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidated Financial Statements

The accompanying consolidated financial statements include the financial statements of the
FBRGYV Landlord, LLC and FBRGYV Tenant, LLC. Significant inter-company transactions have
been eliminated in the financial statements. The consolidated entity is referred to as the Food
Bank.

Basis of Accounting
The Food Bank prepares its financial statements under the accrual basis of accounting in
accordance with generally accepted accounting principles in the United States of America.

Financial Statement Presentation

On August 18, 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities. In 2019, the Food Bank adopted ASU 2016-14. This
change had no impact on previously reported total change in net assets.

Under FASB ASU 2016-14, the Food Bank is required to report information regarding its
financial position and activities according to two new classes of net assets—those with donor-
imposed restrictions and those without. This is a change from the previously required three
classes of net assets—unrestricted, temporarily restricted and permanently restricted.

Net assets without donor restrictions - Are available for use in general operations and not
subject to donor restrictions.

Net assets with donor restrictions - Are subject to donor restrictions. Some restrictions are
temporary in nature, such as those that will be met by the passage of time or other events
specified by the donor. Other restrictions are perpetual in nature, where the donor
stipulates that resources be maintained in perpetuity.




FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Comparative Financial Information

The accompanying 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 accounting principles generally accepted in
the United States of America (GAAP). Accordingly, such information should be read in
conjunction with our audited financial statements for the year ended June 30, 2019, from which
the summarized information was derived.

Use of Estimates

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

Cash and Cash Equivalents

For purposes of cash flows, the Food Bank considers investments available for current use with
an initial maturity date of three months or less to be cash equivalents and all certificates of
deposit, regardless of maturity, to be cash equivalents. The Food Bank maintains its cash in
bank deposit accounts which, at times, may exceed the federally insured limits of up to
$250,000 under the Federal Deposit Insurance Corporation (FDIC). Management believes it is
not exposed to any significant risk on cash accounts.

Shared Maintenance Fees

The Food Bank receives fees, from participating agencies, to assist in the costs of distributing
food. These shared maintenance fees are based on a predetermined rate range of $0 to $.19 per
pound.

Accounts Receivable

Accounts receivable represent amounts due from agencies and are stated at the amount the Food
Bank expects to collect for shared maintenance fees and grants from government agencies.
Management provides for probable uncollectible amounts through a provision for bad debt
expense and an adjustment to a valuation allowance based on its assessment of the current status
of individual accounts. Balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to the valuation allowance and a
credit to accounts receivable. As of June 30, 2020 and June 30, 2019, management has a
reserve for losses on receivables in the amount of $13,390.

Promises to Give

Unconditional promises to give are recognized as revenues or gains in the period received and
as assets, decreases of liabilities, or expenses depending on the form of benefits received.
Conditional promises to give are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional. The Food Bank uses the allowance
method to determine uncollectible promises receivable. The allowance is based on prior years’
experience and management's analysis of specific promises made. As of June 30, 2020 and June
30, 2019, the Food Bank had no unconditional promises to give.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Investments

The Food Bank carries investments in marketable securities with readily determinable fair
values and all investments in debt securities at their fair values in the statement of financial
position. Unrealized gains and losses are included in the change in net assets in the
accompanying statement of activities. Investment income and gains restricted by donors are
reported as increases in unrestricted net assets if the restrictions are met (either a stipulated time
period ends, or a purpose restriction is accomplished) in the reporting period in which the
income and gains are recognized.

Inventory
Inventory is stated at the lower of cost or market determined by the first-in, first-out method.

Inventory consists of donated food and non-food items, purchased food, and commodities
received from the United States Department of Agriculture (USDA). Donated food and related
items were valued at $1.74 per pound for the year ended June 30, 2020. This valuation is based
on cost studies conducted for Feeding America. Donations to the School Tools program have
been valued at market value. Purchased food is valued at latest purchase price. USDA
commodities are valued based on published USDA fair market values. Inventory is typically
written down at the end of the year to provide an allowance for a portion of donated inventory
that will be trashed because it is unusable for consumption.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Gifts or contributions
of property and equipment are recorded at the asset’s fair market value at the time received.
Depreciation is calculated using the straight-line method over useful lives of the assets, ranging
from three to seven years for vehicles, office furniture and equipment and fifteen to thirty-nine
years for buildings and building improvements. The Food Bank capitalizes all expenditures for
property and equipment in excess of $5,000. Maintenance and repairs that do not increase the
useful life of the asset are expensed as incurred while major additions and improvements that do
increase the useful life of the asset are capitalized. When items are disposed of, the cost and
accumulated depreciation are eliminated from the records of accounts and any gains or losses
are reported in the change in net assets.

Contributions

Contributions are recognized as revenue at fair value when an unconditional commitment is
received from the donor. Contributions received with donor stipulations that limit their use are
classified as restricted support. Gifts of long-lived assets with explicit restrictions that specify
how the assets are to be used and gifts of cash or other assets that must be used to acquire long-
lived assets must be maintained. The Food Bank reports expirations of donor restrictions when
the donated or acquired long-lived assets are placed in service. Gifts and investment income that
are originally restricted by the donor and for which the restriction is met in the same time period
are recorded as donor restricted and then released from restriction.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Donations of property and equipment are recorded as support at their estimated fair value at the
date of donation. Gifts of land, buildings, equipment, and other long-lived assets are reported as
revenue and net assets without donor restrictions unless explicit donor stipulations specify how
such assets must be used, in which case the gifts are reported as donor restricted revenue and
net assets. Absent explicit donor stipulations for the time long-lived assets must be held,
expirations of restrictions resulting in reclassification of donor restricted net assets as net assets
without donor restrictions are reported when the long-lived assets are placed in service.

Unconditional gifts expected to be collected within one year are reported at their net realizable
value. Unconditional gifts expected to be collected in future years are initially reported at fair
value determined using the discounted present value of estimated future cash flows technique.
The resulting discount is amortized using the level-yield method and is reported as contribution
revenue.

Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the
potential donor and are recognized as assets and revenue when the conditions are substantially
met and the gift becomes unconditional.

Donated Services

The Food Bank receives services donated from its members in carrying out its operations. The
Food Bank received approximately 36,509 hours of services from approximately 3,841
volunteers for the year ending June 30, 2020. For June 30, 2019, the Food Bank received
approximately 33,131 hours of services from approximately 5,638 volunteers. Volunteers
assisted in sorting food items. However, no amounts have been recognized in the statement of
activities since they do not meet the criteria for recognition under FASB ASC 958-605-25.

Allocation of Functional Expenses

The cost of providing the various programs and other activities has been summarized on a
functional basis in the consolidated statement of activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

Income Taxes

The Food Bank of the Rio Grande Valley, Inc. is exempt from federal income taxes pursuant to

Section 501(c)(3) of the Internal Revenue Code. It does not conduct any activities which are
subject to federal income tax. In addition, the Food Bank qualifies for the charitable
contribution deduction under Section 170(b)(1)(A) and has been classified as an organization
other than a private foundation under Section 509(a)(2). FBRGV, LLC, a Texas limited
liability company, qualifies and reports as a disregarded entity under federal income tax
regulations. FBRGV Landlord, LLC is treated as a partnership for federal income tax purposes.

The Food Bank’s Form 990, Return of Organization Exempt from Income Tax for the years

ending 2018, 2019, and 2020 are subject to examination by the IRS, generally for three years
after they were filed.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Compensated Absences

Employees are entitled to paid vacations and personal days off, depending on job classification,
length or services and other factors. The accrued balance was $66,487 as of June 30, 2020 and
$49,103 as of June 30, 2019.

Advertising Costs
The Food Bank expenses advertising costs as incurred.

Subsequent Events
Management of the Food Bank has evaluated subsequent events for disclosure through April 28,
2021 date the financial statements were available to be issued.

NOTE 3 - DESCRIPTION OF PROGRAM AND SUPPORTING SERVICES

Programs - Food distribution

The main programs consist of the emergency food assistance program, product recovery
program, and commodity supplemental program. Through member agencies, the Food Bank is
able to help families in need of food throughout the counties of Hidalgo, Willacy and Cameron.
Member agencies consist of food pantries, on-site feed centers, soup kitchens, and shelters. The
product recovery program is responsible for sorting, cleaning, inspecting, and repacking of
donated off-the-shelf food and non-food products. The products recovery program utilizes the
majority of volunteers. The commodity supplemental food program is operated by the Food
Bank and primarily serves the elderly population in the designated services areas. The Food
Bank RGV also provides nutrition education, assistance with SNAP applications, and a
community garden.

Fundraising
Provides the structure necessary to encourage and secure private financial support from

individuals, foundations, and corporations.

Management and General

Includes the functions necessary to maintain an equitable employment program; ensure an
adequate working environment; provide coordination and articulation of the Food Bank's
program strategy; and manage the financial and budgetary responsibilities of the Food Bank.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 4 - LOANS RECEIVABLE

On December 21, 2011, the Food Bank made a loan for the amount of $7,394,157 to Chase
NMTC FBRGYV Investment Fund, LLC and is classified as a “Leverage Loan”. The Leverage
Loan is for a term of 35 years at a rate of .50%, with interest only payments due quarterly
through December 21, 2018. Thereafter, payments of $70,790 are due quarterly through
December 21, 2046. The loan matures December 21, 2046.

Due to the change of ownership that took place in February 28, 2019, Food Bank acquired the
FBRGYV Investment Fund loan receivable of $3,750,843 made by Landlord. See NOTE 16 for
details of the of the principals and interest payments.

The total amount of loans receivable on June 30, 2020 was $11,145,000 and is completely
eliminated on the accompanying consolidating statement of financial position as a related party
transaction.

NOTE 5 - RELATED PARTY TRANSACTIONS

Lease Agreement

FBRGYV Landlord, LLC (Landlord) entered into a master lease agreement with FBRGV Tenant,
LLC (Tenant) on December 21, 2011 for occupying the Pharr building. The lease term ends on
December 31, 2030. Annual lease payments from Tenant to Landlord total $58,000 per year
through 2017. The payments increase to $105,000 in 2018 and increase each year thereafter
through year 2030.

Pursuant to the Master Lease, future annual lease payments for the next five years and thereafter
are as follows for years ending June 30:

2021 $ 464,659

2022 466,983
2023 469,317
2024 471,663
2025 474,022
Thereafter 3,139,140

Total $ 5,485,784
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 5 - RELATED PARTY TRANSACTIONS

Pursuant to FASB-ASC 840-20, lease income is required to be recognized on a straight-line
basis. For the year ended June 30, 2020, there was no lease income for annual base rent. As of
June 30, 2020, there was no cumulative adjustment to record deferred rental income on a
straight-line basis. For the year ended June 30, 2019, lease income was $324,760 for annual
base rent. As of June 30, 2019, the cumulative adjustment to record deferred rental income on a
straight-line basis was $1,750,950. This is classified as "Deferred rent receivable" and is
completely eliminated on the accompanying consolidating statement of financial position as a
related party transaction.

Lease Agreement

Also, on December 21, 2011, the Food Bank entered into a sublease agreement with Tenant
whereby Tenant would sublease the Pharr building to the Food Bank. The lease ends on
December 31, 2026. Annual lease payments from the Food Bank to Tenant total $89,213 per
year from fiscal 2012 through fiscal 2016. In 2017 the payments total $89,266 and increase
each year thereafter through year 2026.

Pursuant to the sublease, future annual lease payments for the next five years and thereafter are
as follows for years ending June 30:
2021 $ 495,811

2022 497,901
2023 500,003
2024 502,115
2025 504,237
Thereafter 1,269,678

Total $ 3,769,745

Pursuant to FASB-ASC 840-20, lease expense is required to be recognized on a straight-line
basis. For the year ended June 30, 2020, there was no lease expense incurred for annual base
rent. As of June 30, 2020, there was no cumulative adjustment to record lease expense on a
straight-line basis. For the year ended June 30, 2019, lease expense incurred is $312,300 for
annual base rent. As of June 30, 2019, the cumulative adjustment to record lease expense on a
straight-line basis was $1,427,518. This is classified as "Deferred rent payable" and is
completely eliminated on the accompanying consolidating statement of financial position as a
related party transaction.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 6 - CONTINGENCIES

Financial awards from federal, state, and local governmental entities in the form of grants are
subject to special audit. Such audits could result in claims against the Food Bank for disallowed
costs or noncompliance with grantor restrictions. No provision has been made for any liabilities
that may arise from such audits since the amounts, if any, cannot be determined at this date. The
Food Bank expects such amounts, if any, to be immaterial.

NOTE 7 - RETIREMENT PLAN

Effective January 2012, the Food Bank entered into a tax-deferred annuity plan qualified under
Section 403(b) of the Internal Revenue Code. Currently, the Food Bank agrees to make a 2%
contribution match to the plan. Employees may make voluntary contributions to the plan up to
the maximum amount allowed by the Internal Revenue Code. The total employer contributions
for this Plan was $19,875 for the 2020 plan year and had 26 participants at the end of June
2020. For the 2019 plan year, the total employer contributions was $19,156 and the plan had 24
participants at the end of June 2019. The Food Bank no longer maintains a 457 plan. Therefore,
no employer contribution was made for the 2020 plan year.

NOTE 8 - FINANCIAL INSTRUMENTS

Concentration of Credit Risk Due to Promises to Give Receivable

Concentrations of credit risk with respect to promises to give receivable are limited due to the
large number of contributors comprising the Food Bank's contributor base. As of June 30, 2020,
the Food Bank had no significant concentrations of credit risk.

NOTE 9 — INVENTORY

Inventory consisted of the following as of June 30:

(For comparative purposes only)

2020 2019

Weight (Ibs.) Value Weight (Ibs.) Value
Donated Inventory:
Donated food inventory 8,623,900 $ 2,102,946 27,513 $ 46,170
USDA - TEFAP commodities 634,951 495,816 1,461,156 735,843
USDA - CSFP commodities 3,719,062 922,454 676,369 498,732
USDA - School commodities 429422 315,282 88,540 400,412
USDA - Trade mitigation 994,521 1,010,259 811,206 862,404
USDA - CARES 31,536 13,909 - -
USDA - FFCRA 510 366 - -
EFSP 30,184 3,320 - -
Total donated inventory 14,464,086 4,864,352 3,064,784 2,543,561
Purchased inventory:
TDEM 1,368,334 203,037 -
Bezo's 117,151 39,667 - -
Total purchased inventory 1,485,485 242,704 - -
Inventory allowance - (54,298) - (16,311)
Ending inventory 15,949,571 §$ 5,052,758 3,064,784  $ 2,527,250
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 10 — PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of June 30:

(For comparative purposes only)

2020 2019
Land $ 1,846,305  § 1,846,305
Building 7,671,407 7,671,407
Leasehold improvements 922,597 922,597
Building improvements 1,088,041 1,088,041
Furniture & equipment 1,269,207 1,084,736
Vehicles 717,008 339,015
Total property & equipment 13,514,565 12,952,101
Less accumulated depreciation (3.555.783) (3.154.880)
Property and equipment - net ~ $ 9958782  $ 9,797,221

Depreciation expense for the year ended June 30, 2020 and June 30, 2019 totaled $400,597 and
$403,052, respectively.

NOTE 11 - INTANGIBLE ASSETS

Intangible assets include leasing fees of $127,289, which are recorded at cost and amortized
ratably over 214 months using the straight-line method and financing costs of $113,465, which
are recorded at cost and amortized ratably over 360 months using the straight-line method. For
the year ended June 30, 2020 the amortization expense was $10,933.

(For comparative purposes only)

2020 2019
Financing costs $ 113,465 $ 113,465
Leasing costs 127,289 127,289
Total intangible assets 240,754 240,754
Less accumulated ammortization (90,626) (79.997)
Intangible assets, net $ 150,128 $ 160,757
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020
NOTE 12 - NET ASSETS WITH DONOR RESTRICTIONS

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

(For comparative purposes only)

2020 2019

Commodities for distribution:

USDA - TEFAP $ 495816 $ 735,843
USDA - CSFP 922,454 498,732
USDA - School commodities 315,282 400,412
USDA - Trade mitigation commodities 1,010,259 862,404
USDA - CARES 13,909 -
USDA - FFCRA 366 -
TDEM 203,037 -
Bezo's 39,667 -
EFSP 3,320 -
Total net assets with donor restrictions $ 3,004,110 $ 2,497,391

NOTE 13 - OPERATING LEASES

The Food Bank has several non-cancelable operating leases, primarily for various types of
equipment. Those leases generally contain renewal options for various periods and require the
Food Bank to pay all executor costs such as taxes, maintenance, and insurance. Rent expense
for the equipment totaled $308,037 for the year ended June 30, 2020 and $221,164 for the year
ended June 30, 2019.

Future minimum lease payments under operating leases for the equipment that have remaining
terms in excess of one year as of June 30, 2020, are:

Scheduled
Year Payments
2021 $ 201,840
2022 94,820
Total $ 296,660

NOTE 14 - PAYCHECK PROTECTION PROGRAM (PPP) LOAN

The Paycheck Protection Program (PPP), established as part of the Coronavirus Aid, Relief and
Economic Security Act (CARES Act) and facilitated by the Small Business Administration
(SBA), provides for loans to qualifying entities for amounts up to 2.5 times the average
monthly payroll expenses of the qualifying entity. Under the terms of the PPP, certain amounts
of the loan may be forgiven if the funds are utilized for allowed expenses. The Food Bank has
applied for loan forgiveness and as of November 27, 2020, the loan has been forgiven.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 14 - PAYCHECK PROTECTION PROGRAM (PPP) LOAN

In April 2020, the Food Bank entered into a loan agreement and received loan proceeds of
$314,983 under the Paycheck Protection Program (PPP). The PPP, established as part of the
Coronavirus Aid, Relief and Economic Security Act (CARES Act), provides for loans to
qualifying businesses and certain tax-exempt entities. The loan is subject to partial or full
forgiveness, the terms of which are dictated by the CARES Act. As of June 30, 2020, the
$314,983 loan is reported as notes payable in the consolidated statement of net position.

NOTE 15 - FAIR VALUE MEASUREMENT

The Financial Accounting Standards Board (FASB) ASC 820-10-50 establishes a framework
for measuring fair value and expands disclosures about fair value measurements. FASB ASC
820-10-50 clarifies the definition of exchange price as the price between market participants in
an orderly transaction to sell an asset or liability in the market in which the reporting entity
would transact for the asset or liability, that is, the principal or most advantageous market for
the asset or liability. The changes to current practice resulting from the application of this
statement relate to the definition of fair value, the methods used to measure fair value, and the
expanded disclosures about fair value measurements.

FASB ASC 820-10-50 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. A fair value
measurement assumes that the transaction to sell the asset or transfer the liability occurs in the
principal market for the asset or liability or, in the absence of a principal market, the most
advantageous market for the asset or liability. The price in the principal (or most advantageous)
market used to measure the fair value of the asset or liability shall not be adjusted for
transaction costs.

An orderly transaction is a transaction that assumes exposure to the market for a period prior to
the measurement date to allow for marketing activities that are usual and customary for
transactions involving such assets and liabilities; it is not a forced transaction. Market
participants are buyers and sellers in the principal market that are: (i) independent, (ii)
knowledgeable, (iii) able to transact, and (iv) willing to transact.

ASB ASC 820-10-50 requires the use of valuation techniques that are consistent with the
market approach, the income approach and/or the cost approach. The market approach uses
prices and other relevant information generated by market transactions involving identical or
comparable assets and liabilities. The income approach uses valuation techniques to convert
future amounts, such as cash flows or earnings, to a single present amount on a discounted
basis. The cost approach is based on the amount that currently would be required to replace the
service capacity of an asset (replacement costs). Valuation techniques should be consistently
applied. Inputs to valuation techniques refer to the assumptions that market participants would
use in pricing the asset or liability.

19



FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 15 - FAIR VALUE MEASUREMENT

Inputs may be observable, meaning those that reflect the assumptions market participants would
use in pricing the asset or liability developed based on market data obtained from independent
sources, or unobservable, meaning those that reflect the reporting entity's own assumptions
about the assumptions market participants would use in pricing the assets or liability developed
based on the best information available in the circumstances. In that regard, FASB ASC 820-
10-50 establishes a fair value hierarchy for valuation inputs that gives the highest priority to
quoted prices in active markets for identical assets or liabilities and the lowest priority to
unobservable inputs. The fair value hierarchy is as follows:

e Level 1 Inputs - Unadjusted quoted prices in active markets for identical assets or
liabilities that the reporting entity has the ability at the measurement date.

e Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable
for the asset or liability, either directly or indirectly. These include: quoted prices for
similar assets or liabilities in active markets, quoted prices for identical or similar assets
or liabilities in markets that are not active, inputs other than quoted prices that are
identical or similar assets or liabilities in markets that are not active, inputs other than
quoted prices that are observable for the assets or liability (for example interest rates,
volatilities, credit risks and default rates) or inputs that are derived principally from or
corroborated by observable market date by correlation or other means.

e Level 3 Inputs - Significant unobservable inputs that reflect an entity's own assumptions
that market participants would use in pricing the assets or liabilities.

Fair value of assets and liabilities measured on a recurring basis at June 30, 2020 is as follows:

Quoted Priced in Significant
Active Markets for Other Significant
Identical Observable  Unobservable
Fair Assets/Liabilities Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

June 30, 2020
Equity Securities $ 29,582 $ 29,582 $ - S -
Total $ 29,582 $ 29,582 $ - $ -

Fair value of assets and liabilities measured on a recurring basis at June 30, 2019 is as follows:

Quoted Priced in Significant
Active Markets for Other Significant
Identical Observable  Unobservable
Fair Assets/Liabilities Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

June 30, 2019
Equity Securities $ 24049 $ 24,049 $ - $ -
Total $ 24,049 § 24,049 $ - $ -
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2020

NOTE 15 - FAIR VALUE MEASUREMENT

To estimate their fair value, the Food Bank uses prices and other relevant information generated
by market transactions involving identical or comparable assets or liabilities, in other words the
market approach. The Food Bank did not have any significant transfers between levels 1 and 2
for the year ended June 30, 2020.

NOTE 16 - NEW MARKET TAX CREDITS NOTES PAYABLE

FBRGV Landlord, LLC (Landlord) executed two loan agreements on December 21, 2011,
entitled QLICI A and QLICI B that provide for borrowings of $7,394,157 and $3,750,843
respectively from Partnerships of Hope II, LLC. FBRGV Manager, LLC (Manager) is directly
liable for its 90% profits interest as the managing member. On February 28, 2019, the title and
rights of the loan were transferred from Partnerships of Hope, LLC to the FBRGV Investment
Fund. See NOTE 1 for additional details regarding the structure of the Food Bank's ownership
structure.

Each loan accrues interest at 0.9374% payable quarterly beginning in December 31, 2011 with
the principal balance due in its entirety on December 21, 2046. QLICI A and QLICI B are not
permitted to prepay any portion of the loans until the seventh anniversary of the loan. Balances
outstanding for note payables QLICI A and QLICI B as of June 30, 2020 and June 30, 2019 was
$7,394,157 and $3,750,843, respectively. The notes payable hold the Food Bank’s property,
real or personal, as collateral in the event of a default.

The total amount of loans payable on June 30, 2020 and June 30, 2019 was $11,145,000 and is
completely eliminated on the accompanying consolidating statement of financial position as a
related party transaction.

NOTE 17 — PROCEEDS FROM LAWSUIT SETTLEMENT

During fiscal year 2020, Mask & Guerrero (the “Law Firm”) represented Food bank as
plaintiffs in a breach of contract suit which was settled in September 2019. Food bank received
$1,124,966 net proceeds from the settlement. The Law firm received $319,807 for services

rendered.

In February 2020, the spouse of a partner of the Law Firm joined the Board of Directors of the
Food Bank.

(End of Notes)
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF FINANCIAL POSITION
JUNE 30, 2020
(with summarized financial information at June 30, 2019)

Food Bank Total
of the Rio FBRGV FBRGV 2020 2019
ASSETS Grande Valley, Inc. Landlord, LLC Tenant, LLC Total Eliminations Consolidated Consolidated
Current Assets
Cash and cash equivalents $ 4,339,983 $ - $ - $ 4,339,983 $ - $ 4,339,983 $ 626,582
Investments 29,582 - - 29,582 - 29,582 24,049
Accounts receivable, net 164,957 302,917 313,393 781,267 (616,310) 164,957 518,999
Product inventory, net of salvage 5,052,758 - - 5,052,758 - 5,052,758 2,527,250
Other assets - - - - - - 20,551
Total Current Assets 9,587,280 302,917 313,393 10,203,590 (616,310) 9,587,280 3,717,431
Property and equipment, net of
accumulated depreciation 1,673,452 8,285,330 - 9,958,782 - 9,958,782 9,797,221
Intangible assets, net of accumulated amortization - 150,128 - 150,128 - 150,128 160,757
Due from related party - FBRGV Landlord, LLC 350,742 - - 350,742 (350,742) - -
Deferred Rent Receivable - FBRGV Tenant, LLC - 1,750,950 1,427,518 3,178,468 (3,178,468) - -
Loans receivable - FBRGV Investment Fund, LLC 11,145,000 - - 11,145,000 (11,145,000) - -
Total Assets $ 22,756,474 $ 10,489,325 $ 1,740,911 $ 34,986,710 $ (15,290,520) $§ 19,696,190 $ 13,675,409
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable and accrued expenses $ 429,397 $ 31,322 $ 303,019 $ 763,738 $ (616,310) $ 147,428 $ 175,195
Total Current Liabilities 429,397 31,322 303,019 763,738 (616,310) 147,428 175,195
Noncurrent Liabilities
Note payable - PPP 314,983 - - 314,983 - 314,983 -
Due to related party - Food Bank of the Rio Grande Valley - 350,742 - 350,742 (350,742) - -
Deferred rent payable - FBRGV Tenant LLC 1,427,518 - 1,750,950 3,178,468 (3,178,468) - -
Note payable - FBRGV Investment Fund, LLC - 11,145,000 - 11,145,000 (11,145,000) - -
Total Noncurrent Liabilities 1,742,501 11,495,742 1,750,950 14,989,193 (14,674,210) 314,983 -
Net Assets
Without Donor Restrictions 17,580,466 (1,037,739) (313,058) 16,229,669 - 16,229,669 11,002,823
With Donor Restrictions 3,004,110 - - 3,004,110 - 3,004,110 2,497,391
Total Net Assets 20,584,576 (1,037,739) (313,058) 19,233,779 - 19,233,779 13,500,214
Total Liabilities and Net Assets $ 22,756,474 $ 10,489,325 $ 1,740,911 $ 34,986,710 $ (15,290,520) $§ 19,696,190 $ 13,675,409
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Revenues, Gains and Other Support:

Grants:
USDA - TEFAP commodities
USDA - CSFP commodities
USDA - School commodities
USDA - Trade mitigation commodities
USDA - CARES commodities
USDA - FFCRA commodities
Emergency Food & Shelter Program commodities
USDA - TEFAP administration
USDA - CSFP administration
Emergency Food & Shelter Program
Supplemental Nutrition Assistance Program
Community Based Outreach/Match
USDA - Farmer's Market Promotion Program
Collaborative FP
Texas Division of Emergency Management

Total Grants

Value of donated inventory

Shared maintenance

Donations and private grants

Special events

Other

Dividend and interest income

Net assets released from restrictions

Total Revenues, Gains and Other Support
Functional Expenses:
Program expenses
Supporting services:
Administrative
Fundraising
Total Functional Expenses

Other Financing Sources (Uses):
Transfers in
Transfers out

Total Other Financing Sources (Uses)
Operating Change in Net Assets

Nonoperating Changes in Net Assets:

Proceeds from lawsuit settlement
Subsidiaries - Tenant

Acquisition of Subsidiary Asset
Total Nonoperating Changes in Net Assets

Net Assets, Beginning of Year, as previously stated
Prior Period Adjustment
Net Assets, Beginning of Year, restated

Net Assets, End of Year

FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
CONSOLIDATING STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2020

(with summarized financial information for the year ended June 30, 2019)

Food Bank of the Rio

Grande Valley, Inc. Total
Without Donor With Donor FBRGV FBRGV 2020 2019
Restrictions Restrictions Landlord, LLC Tenant, LLC Total Eliminations Consolidated Consolidated

S - $ 4,448,926 $ - $ - S 4,448,926 $ 4,448,926 $ 4,103,744
- 2,479,393 - - 2,479,393 2,479,393 2,224,947
- 5,201,204 - - 5,201,204 5,201,204 6,832,000
- 8,618,303 - - 8,618,303 8,618,303 2,802,812
- 253,180 - - 253,180 253,180 -
- 114,934 - - 114,934 114,934 -
- 3,978 - - 3,978 3,978 -
898,552 - - - 898,552 898,552 887,499
646,469 - - - 646,469 646,469 611,090
227,198 - - - 227,198 227,198 213,228
246,068 - - - 246,068 246,068 246,763
138,808 - - - 138,808 138,808 113,842
11,417 - - - 11,417 11,417 37,849
392,400 - - - 392,400 392,400 -
3,084,317 - - - 3,084,317 3,084,317 -
5,645,229 21,119,918 - - 26,765,147 26,765,147 18,073,774
15,482,892 - - - 15,482,892 15,482,892 59,199,825
808,596 - - - 808,596 808,596 841,055
4,001,805 - - - 4,001,805 4,001,805 1,198,020
249,449 - - - 249,449 249,449 225,774
364,523 - - - 364,523 364,523 47,519
24,976 - - - 24,976 24,976 51,118
20,613,199 (20,613,199) - - - - -
47,190,669 506,719 - - 47,697,388 47,697,388 79,637,085
41,628,650 - 260,410 - 41,889,060 41,889,060 77,038,744
811,835 - - - 811,835 811,835 1,032,640
387,894 - - - 387,894 387,894 556,892
42,828,379 - 260,410 - 43,088,789 43,088,789 78,628,276
- - - - - - (1,928)
- - - - - - 1,928
4,362,290 506,719 (260,410) - 4,608,599 4,608,599 1,008,809
1,124,966 - - - 1,124,966 1,124,966 -
- - - - - - (309,026)
- - - - - - 3,818,315
1,124,966 - - - 1,124,966 1,124,966 3,509,289
12,093,210 2,497,391 (777,329) (313,058) 13,500,214 13,500,214 9,159,928
- - - - - - (177,812)
12,093,210 2,497,391 (777,329) (313,058) 13,500,214 13,500,214 8,982,116
$ 17,580,466 $ 3,004,110 $  (1,037,739) $ (313,058) $ 19,233,779 $ 19,233,779 $ 13,500,214
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Cascos & Associates, PC

Certified Public Accountants
Audit/Accounting/Tax/Consulting

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Food Bank of the Rio Grande Valley, Inc. and Subsidiaries

We have audited, in accordance with the 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 Food Bank of the Rio
Grande Valley, Inc. and Subsidiaries (Food Bank), which comprise the consolidated statement of financial
position as of June 30, 2020, and the related statements of activities and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated April 28, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered Food Bank’s
internal control over financial reporting (internal control) to determine the 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 Food Bank’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Food Bank’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 the entity’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
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Food Bank’s consolidated 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.

Purpose of this Report

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 the organization’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

/ /t@ﬂ&{;ﬁal /c

Cascos & Associates, PC
Brownsville, Texas
April 28, 2021
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Cascos & Associates, PC

Certified Public Accountants
Audit/Accounting/Tax/Consulting

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Food Bank of the Rio Grande Valley, Inc. and Subsidiaries

Report on Compliance for Each Major Federal Program

We have audited Food Bank of the Rio Grande Valley, Inc. and Subsidiaries’ (Food Bank) compliance with
the types of compliance requirements described in the OMB Compliance Supplement that could have a
direct and material effect on each of Food Bank’s major federal programs for the year ended June 30, 2020.
Food Bank’s major federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of Food Bank’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 the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 Food Bank’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 Food Bank’s compliance.

Opinion on Each Major Federal Program

In our opinion, Food Bank 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 June 30, 2020.
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Report on Internal Control Over Compliance

Management of Food Bank is responsible for establishing 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 Food Bank’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing 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 the Uniform Guidance, 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 Food Bank’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. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

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 the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

Uppet lossio, 2

Cascos & Associates, PC
Brownsville, Texas
April 28,2021
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11.

II1.

FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2020

Summary of Auditors' Results

Financial Statements:

Type of report the auditor issued on whether the
financial statements audited were prepared in
accordance to GAAP:

Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiencies identified that are not
considered to be material weakness(es)?

Noncompliance material to the
financial statements noted?

Federal Awards:
Internal control over major programs:
Material weakness(es) identified?

Significant deficiencies identified that are not
considered to be material weakness(es)?

Type of auditors' report on compliance for major
programs

Any audit findings which are required to be reported
in accordance with 2 CFR 200.516(a)?

Dollar threshold used to distinguish between Type A
and Type B federal programs

Auditee qualified as a low risk auditee:

Identification of major programs:

CFDA Numbers:

10.565, 10.568, 10.569
97.036

Financial Statement Findings

None

Federal Award Findings and Questioned Costs

None

Unmodified

No

None Reported

No

No

None Reported

Unmodified

None

$787,018

Yes

Name of Federal Program or Cluster:

Food Distribution Cluster

Disaster Grants-Public Assistance (Presidentially Declared Disasters)
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
JUNE 30, 2020

Reference No. Finding/Noncompliance

None reported.
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2020

Grant
Federal Grantor/ Federal Pass Through
Pass-Through Grantor/ CFDA Identifying Federal
Program Title Number Number Expenditures
FEDERAL AWARDS
U.S. DEPARTMENT OF AGRICULTURE
Passed through the Texas Department of Agriculture:
Farmer's Market Promotion Program 10.168 806780706 $ 11,417
National School Lunch Program 10.555 806780706 5,286,334
Food Distribution Cluster
Commodity Supplemental Food Program (Food Commodities) 10.565 806780706 2,055,671
Commodity Supplemental Food Program (Administrative Costs) 10.565 806780706 646,469
Emergency Food Assistance Program (Administrative Costs) 10.568 806780706 898,552
Emergency Food Assistance Program (Food Commodities) 10.569 806780706 13,159,401
COVID-19 USDA CARES (Food Commodities) 10.569 806780706 239,271
COVID-19 USDA FFCRA (Food Commodities) 10.569 806780706 114,568
Total Food Distribution Cluster 17,113,932
Total Passed through the Texas Department of Agriculture 22,411,683
Passed through the Texas Health and Human Services Commission:
Supplemental Nutrition Assistance Program 10.561 529-16-0002-00002 246,068
Total Passed through the Texas Health and Human Services Commission 246,068
Total U.S. Department of Agriculture 22,657,751
U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through United Way of South Texas:
Emergency Food and Shelter National Board Program - Hidalgo County 97.024 812800-004 163,645
Emergency Food and Shelter National Board Program - Cameron County 97.024 792400-005 50,953
Emergency Food and Shelter National Board Program - Willacy County 97.024 845200-004 12,600
Emergency Food and Shelter National Board Program (Food Commodities) 97.024 36792400-005 3,421
Emergency Food and Shelter National Board Program (Food Commodities) 97.024 36812800-004 557
Total Passed through the United Way of South Texas 231,176
Passed through Texas Division of Emergency Management (TDEM):
COVID-19 Disaster Grants-Public Assistance (Presidentially Declared Disasters) 97.036 N/A 3,084,317
Total Passed through Texas Division of Emergency Management (TDEM)
Total U.S. Department of Homeland Security 3,315,493
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 25,973,244
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FOOD BANK OF THE RIO GRANDE VALLEY, INC. AND SUBSIDIARIES
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2020

NOTE 1 - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the
federal grant activity of the Food Bank of the Rio Grande Valley, Inc. and Subsidiaries (Food
Bank) under programs of the federal government for the year ended June 30, 2020. The
information in this schedule is presented in accordance with the requirements of Title 2 U.S.
Code of Federal Regulations Part 200 Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance), Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in the
Schedule may differ from amounts presented in or used in the preparation of the basic financial
statements.

The Food Bank’s reporting entity and significant accounting policies are defined in Notes 1 and
2, respectively, of the Notes to the Consolidated Financial Statements.

NOTE 2 - RECONCILIATION OF FEDERAL AWARDS TO THE FINANCIAL STATEMENTS

The Food Bank, as a recipient agency in CSFP and TEFAP, considers all USDA donated foods
distributed or used in a fiscal year as expended for purposes of the Schedule. Therefore, there
are differences in amounts reported on the statement of activities as revenues and amounts
reported on the Schedule as expenditures. The following table reconciles these amounts:

Grant revenue per the Statement of Activities $ 26,765,149
Non-Federal Grants (531,210)
(Increase) in USDA Inventories (260,695)

5 25974

NOTE 3 - COMMODITIES

The Food Bank received nonmonetary assistance in the form of food commodities totaling
$20,859,223 from CFDA No. 10.555, 10.565 (Food Commodities), 10.569 (Food
Commodities), and 97.024 (Food Commodities) for the year ended June 30, 2020. At June 30,
2020, the Food Bank had food commodities totaling $2,758,086 in inventory related to federal
awards.

Program CFDA No. Inventory
Commodity Supplemental Food Program 10.565  $ 922,454
Emergency Food Assistance Program 10.569 1,506,075
School Commodities 10.555 315,282
Cares 10.569 13,909
FFCRA 10.569 366
$ 2,758,086

NOTE 4 — INDIRECT COST RATE

The Food Bank did not elect to use the de minimis cost rate of 10% as described at 2 CFR
§200.414(f)—Indirect (F&A) costs.
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