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Report of Independent Certified Public Accountants

Board of Directors
Lutheran Immigration and Refugee Service

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,
2013, and the related statements of activities and changes in net assets and 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 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.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinion.
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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,
2013, and the statements of activities, 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 Matters
Supplementarty 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,
2013, 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 2012 Summatized Comparative Information

Other auditors previously audited the entity’s 2012 financial statements (not presented herein),
and an unmodified audit opinion was expressed on those audited financial statements in their
report dated April 25, 2013. In our opinion, the accompanying summarized comparative
information as of and for the year ended December 31, 2012 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 0,
2014, 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
Aunditing Standards in considering LIRS’s internal control over financial reporting and

It Ghratm AL

McLean, Virginia
May 6, 2014
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Lutheran Immigration and Refugee Service, Inc.

Statements of Financial Position

Year ended Decemiber 31, 2013 2012
Assets
Current Assets
Cash $ 6,605,466 $ 8,764,176
Investments, at market value (Note B) 834,880 823,907
Accounts receivable
U.S. government 7,079,988 3,474,048
Miscellaneous 207,584 195,911
Loans receivable — refugees (Note C) 7,603 8,442
Prepaid expenses and other assets 205,289 252,791
Investment in Lutheran Center Corporation (Note D) 3,670,839 3,495,123
Funds held by trustee (Note E) 350,395 340,526
Total Current Assets 18,962,044 17,354,924
Fixed assets,
less accumulated depreciation and amortization of
$486,513 and $484,569 at 2013 and 2012, respectively 271,016 12,959
Total Assets $ 19,233,060 $ 17,367,883
Liabilities and Net Assets
Current Liabilities
Accounts payable and accrued expenses $ 8,611,175 § 7,300,437
Long-term debt, curent portion (Note E) 100,000 92,500
Total Current Liabilities 8,711,175 7,392,937
Long-term Obligations, net of current portion (Note E) 2,312,230 2,415,544
Total Liabilities 11,023,405 9,808,481
Net Assets
Unrestricted
Undesignated 6,468,101 6,141,836
Designated 1,173,910 1,181,106
Total unrestricted net assets 7,642,011 7,322,942
Temporarily restricted (Note G) 567,644 236,460
Total Net Assets 8,209,655 7,559,402
Total Liabilities and Net Assets $ 19,233,060 $ 17,367,883

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



Lutheran Immigration and Refugee Service, Inc.

Statements of Activities and Changes in Net Assets

Temporarily Totals
Year ended December 31, Unrestricted restricted 2013 2012
Operating Activities
Support and Revenue
Support
Church bodies 785,786 $ 126,516 $ 912,302 $ 869,488
Foundations and corporations 46,023 70,000 116,023 48,424
Other contributions 584,514 356,359 940,873 414,363
In-kind contributions 9,180 18 9,198 7,791
1,425,503 552,893 1,978,396 1,340,066
U.S. Government and State 46,414,735 — 46,414,735 40,417,752
Total support 47,840,238 552,893 48,393,131 41,757,818
Revenue
Setvicing fees (Note C) 1,788,150 — 1,788,150 1,668,016
Miscellaneous 179,018 4,000 183,018 129,616
Total revenue 1,967,168 4,000 1,971,168 1,797,632
Net assets released from restrictions (Note G) 225,709 (225,709) — —
Total support and revenue 50,033,115 331,184 50,364,299 43,555,450
Expenses
Program Services
U.S. government funded activities 42,699,314 — 42,699,314 37,090,450
Other program activities 2,035,062 — 2,035,062 1,727,260
Total program services 44,734,376 — 44,734,376 38,817,710
Supporting Services
Management and general 4,037,326 — 4,037,326 3,616,623
Fund-raising 952,226 — 952,226 823,935
Total supporting services 4,989,552 — 4,989,552 4,440,558
Total Expenses 49,723,928 — 49,723,928 43,258,268
Change in Net Assets — Operating Activities 309,187 331,184 640,371 297,182
Non-operating Activities
Investment earnings (Note B) 9,882 — 9,882 11,555
Change in Net Assets 319,069 331,184 650,253 308,737
Net Assets, beginning of year 7,322,942 236,460 7,559,402 7,250,665
Net Assets, end of year 7,642,011 $ 567,644 $ 8,209,655 $ 7,559,402

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, 2013 2012
Cash Flows from Operating Activities
Change in net assets $ 650,253 % 308,737
Adjustments to reconcile change in net assets
to net cash (used in) provided by operating activities:
Depreciation 1,944 13,039
Amortization 2,137 2,137
Unrealized gains on investments (4,040) (3,308)
Gain in Lutheran Center Corporation investment (23,270) (57,944)
Non-cash contribution (260,000) —
Changes in assets and liabilities:
Accounts receivable
U.S. government (3,605,940) 1,675,344
Miscellaneous (11,672) 14,192
Loans receivable — refugees 840 92,670
Prepaid expenses and deposits 42,051 100,777
Funds held by trustee (9,869) (3,292)
Accounts payable and accrued expenses 1,310,738 1,873,178
Net Cash (Used in) Provided by Operating Activities (1,906,834) 4,015,530
Cash Flows from Investing Activities
Investment in Lutheran Center Corporation, net (152,446) (16,680)
Purchases of investments (52,033) (232,661)
Proceeds from sales of investments 45,053 800,000
Net Cash (Provided by) Used in Investing Activities (159,426) 550,659
Cash Flows from Financing Activities
Repayment of long-term debt (92,500) (87,500)
Net Cash Used in Financing Activities (92,500) (87,500)
Net (Decrease) Increase in Cash and Cash Equivalents (2,158,760) 4,478,689
Cash and Cash Equivalents, beginning of year 8,764,226 4,285,537
Cash and Cash Equivalents, end of year $ 6,005,466 § 8,764,226
Supplemental Cash Flow Information
Interest paid $ 129,591 $ 131,316

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

Notes to Financial Statements
[
Decenber 31, 2013 and 2012

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization and Putpose

Lutheran Immigration and Refugee Service, Inc. (“ILIRS") 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.

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.

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 and equipment is computed on the straight-line method over five and eight
years, the estimated useful lives of the assets. Leasehold improvement costs are amortized on a straight-
line basis over the lesser 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 of LIRS and changes therein are
classified and reported as follows:



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
[
Decenber 31, 2013 and 2012

NOTE A—ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES—Continued

Unrestricted Net Assets — Net assets that are not subject to donor-imposed stipulations.

Temporatily 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 “wet 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.

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 activity in the respective programs.

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 has reviewed the tax positions taken for each of the open tax years (2010 - 2012) or expected to
be taken in LIRS’s 2013 tax return and has concluded that there are not significant uncertain tax positions that
would require recognition of an income tax asset or liability in the financial statements.

Reclassifications

Certain reclassifications have been made to the December 31, 2012 amounts to conform to the
December 31, 2013 presentation. Such reclassifications did not change total assets, liabilities, revenues
and expenses or changes in net assets reflected in the 2012 financial statements.

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, 2012, from
which the summarized information was derived.



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
[
Decenber 31, 2013 and 2012

NOTE B—INVESTMENTS

At December 31, 2013 and 2012 investments consisted of the following:

2013 2012
Cost Market Cost Market

Fixed income
Money  market, certificates of
deposit

and church mission certificates $ 533,099 $§ 533421 § 526,959 $ 527,336
U.S. Government Agency Bond 46,161 46,161 45,000 45,000
Private debt obligation 224,569 224,569 224,569 224,569
Equities
Lutheran-related investment pools 23119 30,729 23171 27,002

$ 826948 $ 834880 $ 819,699 $ 823,907

At December 31, 2013 and 2012, investments had unrealized gains of $7,932 and $4,208, respectively.

Investment earnings for the years ended December 31, 2013 and 2012 are comprised of the following:

2013 2012
Interest and dividends,
Net of investment fees of $432 and $406 $ 5836 $ 8,247
Unrealized gains 4,046 3,308
$ 9882 § 11,555

LIRS utilizes various methods to measure the fair value of its investments on a recurring basis. United
States generally accepted accounting principles establishes a hierarchy that prioritizes inputs to valuation
methods. The three levels of inputs are described below:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities that the LIRS
has the ability to access.

Level 2 — Observable inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. These inputs may include quoted prices for the
identical instrument on an inactive market, prices for similar instruments, interest rates, prepayment
speeds, credit risk, yield curves, default rates and similar data.

Level 3 — Unobservable inputs for the asset or liability, to the extent relevant observable inputs are not

available, representing the LIRS’s own assumptions about the assumptions a market participant
would use in valuing the asset or liability, and would be based on the best information available.

10



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
|

Decenber 31, 2013 and 2012

NOTE B—INVESTMENTS—Continued
The inputs methodology used for valuing securities are not necessarily an indication of the risk associated
with investing in those securities.

The summary of inputs used to value LIRS’s investments as of December 31, 2013 and 2012 is as
follows:

2013
Level 1 Level 2 Total

Fixed income

Money market, certificates of deposit

and church mission certificates $ 438,099 $ 95,322 $ 533,420

U.S. Government Agency Bond — 46,161 46,121
Private debt obligation — 224,569 224,569
Equities

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

$ 438099 $ 396,781 $ 834,880

2012
Level 1 Level 2 Total

Fixed income

Money market, certificates of deposit

and church mission certificates $ 431959 $ 95377 $ 527,336

U.S. Government Agency Bond — 45,000 45,000
Private debt obligation — 224,569 224,569
Equities

Lutheran-related investment pools — 27,002 27,002

$ 431959 $ 391948 $ 823907

There were no transfers between Level 1 and Level 2 during the years ended December 31, 2013 or 2012.

1



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued

|
Decenber 31, 2013 and 2012

NOTE C—LOANS RECEIVABLE - REFUGEES

LIRS Loan Programs

The loans receivable consist of the following as of December 31, 2013 and 2012:

2013 2012
Guam refugee loans $ 126 $ 1,550
Refugee loans — other 77,477 76,892
77,603 78,442
Less: allowance for doubtful accounts (70,000) (70,000)
$ 7,603 $ 8,442

Transportation Loans —IOM Program

LIRS acts as an agent for the collection of transportation loans for refugee resettlement through the
International Organization for Migration (“IOM”). Collections are remitted to IOM net of servicing fees
earned which are 25% of loan collections. Included in servicing fees, LIRS earned fees of $1,763,296
and $1,630,183 as of December 31, 2013 and 2012, 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:

2013 2012
Balance outstanding at beginning year $ 25918,044 $ 25,141,753
New loans 12,023,797 10,058,967
Loan payments (7,042,956) (6,511,324)
Loans forgiven without prejudice (335,368) (608,949)
Loans transferred to IOM (2,520,252) (2,162,403)
Balance outstanding at end of year $ 28,043,264 $ 25,918,044

12



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
[
Decenber 31, 2013 and 2012

NOTE D—INVESTMENT IN LUTHERAN CENTER CORPORATION

LIRS occupies approximately 58% of the office space and common space in the Lutheran Center owned
by Lutheran Center Corporation (“LLCC”). LCC, a non-profit organization, was organized to construct
and operate the office building which LIRS and Lutheran World Relief (“ILIFR”) occupy. LIRS has a
50% interest in LCC and as such, carries its investment in LCC on the equity method. LIRS, LWR
and other tenants are providing 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,
2013 and 2012, LIRS has recorded occupancy expense of, approximately $713,000 and $633,500,
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, 2013 and 2012, LIRS’ equity in LCC was $3,670,839 and $3,495,123, respectively. At
December 31, 2013, 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 next 50 years, 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. In addition, 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 payoff 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. The covenant was met as of December 31,
2013.

The 2007 Bonds 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. The 2007 Bonds bear interest at
5.25% per annum. Deferred loan costs in the amount of $226,212 were incurred in connection with the
issuance of the 2007 Bonds and 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, 2013
and 2012 is shown on the statement of financial position including unamortized bond premium of
$47,230 and $50,544, respectively.

In conjunction with the issuance of the 2007 Bonds, a Debt Service Reserve Fund was created in the
amount of $449,138 and 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.

13



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
[
Decenber 31, 2013 and 2012

NOTE E—DEBT—Continued

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

LWR LIRS
Portion Portion Total
2014 $ 100,000 $ 100,000 $ 200,000
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
Thereafter 1,822,500 1,822,500 3,645,000

$ 2,365,000 $ 2,365,000 § 4,730,000

Interest on the 2007 Bonds for the years ended December 31, 2013 and 2012 amounted to $126,591 and
$130,167, respectively.

NOTE F—LEASE COMMITMENTS

LIRS has two leases for office space that expire on April 30, 2017 and March 31, 2018. As of
December 31, 2013, future minimum lease obligations under these operating leases are as follows:

2014 $ 102,243
2015 104,242
2016 106,332
2017 64,709
2018 17,079

$ 394,604

Rent expense was approximately $41,000 and $38,000 for the years ended December 31, 2013 and 2012,
respectively.

14



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued

Decenber 31, 2013 and 2012

NOTE G—NET ASSETS

Temporarily restricted net assets at December 31, 2013 and 2012 were available for the following
purposes:

2013 2012
The Swanson Refugee and Migrant Travel Fund $ 113,386  § 112,686
Synod, District, Congregational Support Initiative 61,169 61,169
Haiti Relief 4,880 4,880
Rusk House of Hospitality 263,149 —
Alternatives to Immigration and Detention 50,000 —
Other 75,061 57,725

$ 567,644 $ 236,460

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

2013
Asylum and Immigration $ 104,060
Rusk House of Hospitality 51,634
Other 70,016
$ 225,709

During 2012, net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes, as follows:

2012
Asylum and Immigration $ 272,873
The Swanson Refugee and Migrant Travel Fund 12,666
Synod, District, Congregational Support Initiative 16,542
Haiti Relief 20,528
Other 51,396
$ 374,005

15



Lutheran Immigration and Refugee Setrvice, Inc.

Notes to Financial Statements—Continued
[
Decenber 31, 2013 and 2012

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 $417,000 and $343,000, respectively, for the years 2013 and 2012.

NOTE I—SUBSEQUENT EVENTS

LIRS evaluated its December 31, 2013 financial statements for subsequent events through May 6, 2014,
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 Expenditutes of Federal Awards
.

Year ended December 31, 2013

Federal Grantor/ Federal
Program Title CFDA No. Award Number Revenues Expenditures
U.S. Department of State
U.S. Refugee Admissions Program: Reception and Placement 19.510 SPRMCO13CA1025, SPRMCO14CA1006  $ 21,229,879 $ 21,229,879

U.S. Department of Health and Human Services
Refugee and Entrant Assistance — Voluntary Agency Programs:
Matching Grant Program 93.567 90RV0062/01 7,288,721 7,288,721

Refugee and Entrant Assistance — Discretionary Grants:

Preferred Communities — Creating New Communities 93.576 90RP0085 109,228 109,228
Preferred Communities — Enhanced Cultural Orientation 93.576 90RP0090 244,051 244,051
Intensive Case Management 93.576 90RP0101 121,383 121,383
Technical Assistance Employment Services 93.576 90RB0045 219,751 219,751
694,413 694,413

Assistance for Torture Victims: Treatment and Setvices for Torture Survivors 93.604 90200067, 90200103 528,210 528,210
Unaccompanied Alien Children Program: Alien Unaccompanied Minors 93.676 90200057, 90ZU0084 16,673,512 16,673,512
Total U.S. Department of Health and Human Services 25,184,856 25,184,856
Total Federal Awards $ 46,414,735 § 46,414,735

* Denotes major program

18



Lutheran Immigration and Refugee Setvice, Inc.

Notes to Schedule of Expenditures of Federal Awards

|
Decenber 31, 2013

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 $38,436,626 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, 2013, and the related statements of activities and changes
in net assets and cash flows for the year then ended, and the related notes to the financial
statements, and have issued our report thereon dated May 6, 2014.

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.

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. Given these limitations, during our audit we did not
identify any deficiencies in LIRS’s 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 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
Aunditing 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 Aunditing Standards in considering LIRS’s internal
control and compliance. Accordingly, this report is not suitable for any other purpose.

McLean, Virginia
May 6, 2014
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Lutheran Immigration and Refugee Service

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, 2013. 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 Aunditing 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.
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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, 2013.

Report On Internal Control over Compliance

Management of LIRS is responsible for designing, 1mplement1ng, 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.

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.

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.
It Ghratom AL

McLean, Virginia
May 6, 2014
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Lutheran Immigration and Refugee Setvice, Inc.

Schedule of Findings and Questioned Costs

Year ended December 31, 2013

Section —Summazry of Auditor’s Results

Financial Statements

Type of auditor’s report issued

Internal control over financial reporting
Material weaknesses identified?

Significant deficiencies identified not considered
to be material weaknesses?

Noncompliance material to the financial
statements noted?

Federal Awards
Internal control over major program:
Material weaknesses identified?

Significant deficiencies identified not considered
to be material weaknesses?

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

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

Identification of major program:

CFDA Number Name of Federal Program

19.510 U.S. Department of State
U.S. Refugee Admissions Program
Reception and Placement

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

Auditee qualified as low-risk auditee?

Section 2—Financial Statement Findings

None reported.

Section 3—Federal Award Findings and Questioned Costs

None reported.

Unqualified

No

None reported

No

No

None reported

Unqualified

$1,392,442

Yes
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Lutheran Immigration and Refugee Setvice, Inc.

Status of Prior Audit Findings
|

Year ended December 31, 2013

None Reported.
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