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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Farmer Foodshare Inc.
Durham, North Carolina

Opinion
We have audited the accompanying financial statements of Farmer Foodshare Inc. (a nonprofit
organization), which comprise the statement of financial position as of September 30, 2024, and the related

statements of activities, functional expenses, and cash flows for the year then ended, and the related notes
to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Farmer Foodshare Inc. as of September 30, 2024, and the changes in net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Farmer Foodshare Inc.'s ability to
continue as a going concern within one year after the date that the financial statements are available to be
issued.




Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
Farmer Foodshare Inc.'s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Farmer Foodshare Inc.'s ability to continue as a going concern for a reasonable period
of time.

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

//‘4»75 Akl PllL

Raleigh, North Carolina
February 18, 2025



FARMER FOODSHARE, INC.
Statements of Financial Position

September 30, 2024
ASSETS
Current assets:
Cash and cash equivalents $ 185,190
Accounts receivable 604,380
Inventory 50,459
Prepaid expenses 23,128
Total current assets 863,157
Property and equipment, net 323,106
Non-current assets
Security deposit 2,500
Right-of-Use Asset, net 51,913
Total non-current assets 54,413
Total assets $ 1,240,676




FARMER FOODSHARE, INC.
Statements of Financial Position (Continued)

September 30, 2024
LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable $ 249,229

Accrued expenses 3,424

Lease liability - current portion 38,746
Total current liabilities 291,399

Long-term Liabilities:

Lease liability 13,432
Total long-term liabilities 13,432
Total liabilities 304,831

Net assets:

Without donor restrictions:

Undesignated 746,318

Total without donor restrictions 746,318

With donor restrictions 189,527
Total net assets 935,845
Total liabilities and net assets $ 1,240,676

The accompanying notes are an integral part of these financial statements
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FARMER FOODSHARE, INC.
Statement of Activities
Year Ended September 30, 2024

Without donor With donor

Restrictions Restrictions Total
SUPPORT AND REVENUES:
Grants $ 378,849 $ 624,272 $ 1,003,121
Contributions 313,322 - 313,322
Product sales - gross 2,090,449 - 2,090,449
Less: cost of goods sold (1,532,257) - (1,532,257)
Investment income, net 1,699 - 1,699
Other income, net 2,481 - 2,481
Realized and unrealized gains
(losses) on investments (67) - (67)
Total support and revenues 1,254,476 624,272 1,878,748
Net assets released from restrictions 725,817 (725,817) -
Total support and revenues and net
assets released from restrictions 1,980,293 (101,545) 1,878,748
EXPENSES:
Program services 1,256,698 - 1,256,698
Supporting services:
General and administrative 165,437 - 165,437
Fundraising and development 128,150 - 128,150
Total supporting services 293,587 - 293,587
Total expenses 1,550,285 - 1,550,285
Change in net assets 430,008 (101,545) 328,463
Net assets at beginning of year 316,310 291,072 607,382
Net assets at end of year $ 746,318 $ 189,527 $ 935845

The accompanying notes are an integral part of these financial statements
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Bank service charges
Bad debt expenses
Insurance

Cost of goods sold
Licenses, permits and filing fees
Professional development
Accounting fees
Fundraising fees

Sales tax expense
Outside contract services
Payroll processing

Direct program expenses
Staff appreciation
Equipment lease
Janitorial services

Rent

Repair and maintenance
Utilities

Meetings and travel

Dues and subscriptions
Marketing

Office supplies

Postage

Printing and copying
Software

Payroll

Payroll taxes

Employee benefits
Depreciation and amortization

Total functional expenses

FARMER FOODSHARE, INC.
Statement of Functional Expenses
Year Ended September 30, 2024

Supporting Services

Expenses included with revenue on the

statement of activities:
Cost of goods sold
Total expenses included in the

expense section on the statement of

activities

Fundraising
Program & General &
Services Development Administrative Cost of Sales Total

$ g8 § 22 $ 4,775  § - $ 4,805

- - 87 - 87

9,868 - 2,478 - 12,346

- - - 1,532,257 1,532,257

6,785 202 108 - 7,095

305 1,170 120 - 1,595

- - 15,967 - 15,967

- 1,200 - - 1,200

- 7 24 - 31

59,528 - 24,543 - 84,071

- - 1,195 - 1,195

375,074 104 100 - 375,278

3,167 667 2,421 - 6,255

80,892 - - - 80,892

- - 2,160 - 2,160

1,596 - - - 1,596

33,607 - 384 - 33,991

13,093 1,581 3,437 - 18,111

4,422 1,102 557 - 6,081

- 400 113 - 513

3,864 202 (32) - 4,034

- 153 5,217 - 5,370

837 1,162 96 - 2,095

7,517 466 122 - 8,105

2,703 4,057 7,934 - 14,694

459,717 90,712 85,480 - 635,909

37,819 12,560 1,738 - 52,117

82,209 12,383 6,413 - 101,005

73,687 - - - 73,687

$1,256,698 § 128,150 $ 165,437 $ 1,532,257 $3,082,542
- - - (1,532,257)  (1,532,257)

$1,256,698 § 128,150 $ 165,437 § - $1,550,285

The accompanying notes are an integral part of these financial statements.
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FARMER FOODSHARE, INC.
Statement of Cash Flows
Year Ended September 30, 2024

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided (used) in operating activities:
Realized and unrealized loss (gain) on investments
Depreciation and amortization expense
Changes in assets and liabilities that
provided (used) cash:
Accounts receivable
Inventory
Prepaid expenses
Other assets
Accounts payable
Accrued expenses

Net cash provided (used) by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Right of use assets obtained through leases
Purchases of property and equipment

Net cash provided (used) by investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Obligations incurred on operating lease liability
Principal payments on operating lease liability

Net cash provided (used) by financing activities

Net increase (decrease) in cash and cash equivalents

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

The accompanying notes are an integral part of these financial statements
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328,463

67
73,687

74,762
(21,638)
(17,591)

(27,959)

(1,080)

408,711

(76,633)

(338,098)

(414,731)

76,633

(37,392)

39,241

33,221

151,969

185,190



FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of the Organization

Farmer Foodshare Inc. (the “Organization”), was founded in 2009 to connect people who grow food
with people who need food. The Organization strives to make fresh, local food available to
everyone in the community, and to make sure farmers growing it make a healthy living.

The Organization derives its support and revenue primarily from foundation grants and contributions
from the public. It is exempt from income taxes under Section 501(c)(3) of the Internal Revenue

Code, and has been classified as an organization that is not a private foundation under section
509(a)(2).

Basis of Presentation

The Organization has adopted FASB Accounting Standards Codification (ASC) 958-205 and
subsections Financial Statements of Not-for-Profit Commissions. During 2018, the Organization
adopted the provisions of Accounting Standards Update (“ASU”) 2016-14: Not-for-Profit-Entities
(Topic 958) Presentation of Financial Statements of Not-for-Profit Entities, which improves the
current net asset classification and the related information presented in the financial statements and
notes about the Organization’s liquidity, financial performance, and cash flows. Under this standard,
the Organization is required to report information regarding its financial position and activities
according to two classes of net assets: net assets without donor restrictions and net assets with donor
restrictions. Net assets are defined as follows:

Net assets without donor restrictions — net assets without donor restrictions include
resources, which are available for the support of the Organization’s operating activities.

Net assets with donor restrictions — net assets with donor restrictions include resources that
have been donated to the Organization subject to restrictions as defined by the donor. These
restrictions are met either by the actions of the Organization and/or the passage of time.
When the restriction expires as a result of the lapse of time requirement or achievement of the
specified purpose stipulated, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of activities as net assets releases
from restrictions.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting.
Revenues are recognized when earned and expenses recognized when incurred. This basis of
accounting conforms to accounting principles generally accepted in the United States of America.

Grants and Contributions
The Organization records contributions received as with donor restrictions or without donor
restrictions support, depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor is reported as an increase in net assets with donor restrictions
if the restriction expires in the reporting period in which the support is recognized and subsequently
released as the restriction expires. All other donor restricted support is reported as an increase in net
assets with donor restrictions.



FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions Receivable

Unconditional promises to give (pledges) that are to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
initially recorded at the fair value of their estimated future cash flows as of the date of the promise to
give using a present value discount technique. In periods subsequent to initial recognition,
unconditional promises to give are reported at the amount management expects to collect and are
discounted over the collection period using the same discount rate as determined at the time of initial
recognition. The discount rate determined at the initial recognition of the unconditional promise to
give is based upon management's assessment of many factors, including when the receivable is
expected to be collected, the creditworthiness of the other parties, the Organization's past collection
experience and its policies concerning the enforcement of promises to give, expectations about
possible variations in the amount or timing, or both, of the cash flows, and other factors concerning
the receivables collectability. Amortization of the discounts is included in support from
contributions. Conditional promises to give are recognized when the conditions on which they
depend are substantially met.

In-kind Contributions

Contributed services and property are recorded at their estimated fair value at the date of donation.
The Organization reports in-kind contributions as revenue without donor restrictions, unless explicit
donor stipulations specify how the donated assets must be used. Donated services are recognized as
contributions if the services (a) create or enhance nonfinancial assets or (b) require specialized skills,
are performed by people with those skills, and would otherwise be purchased by the Organization.
Some members of the Organization have donated significant amounts of time to the Organization in
furthering its programs and objectives. However, no amounts have been included in the financial
statements for donated member or volunteer services since they did not meet the criteria for
recognition.

Grants Receivable

Grants that are considered the equivalent of contributions are recorded as revenues at their fair values
when they become unconditional. Grants that are expenditure reimbursement based are considered
unconditional when the expenditures are incurred. Grants with restrictions are recorded as net assets
with donor restrictions until the restrictions are met or if the grantor has specified that the gift
principal remains intact. When grant-imposed restrictions have been met, amounts previously
reported as with donor restrictions are reported in the statements of activities as net assets released
from donor restrictions.

Cash Equivalents

For purposes of the statement of financial position and the statement of cash flows, cash and cash
equivalents includes balances on deposit in financial institutions, cash on hand and other highly
liquid resources, such as interest-bearing money market accounts, with an original maturity date of
three months or less.




FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventory
Inventories, which consist primarily of food supplies, are stated at the lower of average cost or net
realizable value.

Property and Equipment

The Organization capitalizes acquisitions of property and equipment in excess of $1,000. The cost of
maintenance and repairs is expensed as incurred. Expenditures which materially increase the
property lives of the assets are capitalized. Purchases of property and equipment are recorded at cost.
Donated property and equipment are recorded as contributions at their estimated fair value on the
date of donation. Donations with explicit restrictions regarding their use are reported as contributions
with donor restrictions.

Depreciation on office property and vehicles is computed using the straight-line method over a
useful life of 3 to 10 years. Upon disposition of property and equipment, the related asset and
accumulated depreciation amounts are removed, and any gain or loss is reflected in the statement of
activities for the period.

Income Taxes

The Organization is exempt from income taxes as a not-for-profit organization under Internal Revenue
Service (“IRS”) code section 501(c)(3) and from state income taxes under similar provisions of North
Carolina tax laws. During the years ended September 30, 2024, the Organization reported no unrelated
business taxable income which is defined by the IRS as gross income derived from any unrelated trade
or business that is not substantially related to the Organization’s tax-exempt purpose. Accordingly, no
provision for income taxes has been recorded.

The Organization adopted the provisions of FASB ASC 740-10-25, Accounting for Uncertainty in
Income Taxes. Under this provision, an organization must recognize the tax benefit associated with tax
taken for tax return purposes when it is more likely than not the position will be sustained. The
implementation had no impact on the Organization’s financial statements. The Organization does not
believe there are any material uncertain tax positions and, accordingly, it will not recognize any
liability for unrecognized tax benefits. The Organization is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax years in progress. The Organization
believes it is no longer subject to income tax examinations for the years prior to 2019. At September
30, 2024, the Organization had no uncertain tax positions that qualify for either recognition or
disclosure in the financial statements.

Advertising Expense
The Organization expenses the costs of advertising as incurred. Advertising expense was $4,034 for
the year ended September 30, 2024.

Recognition of Grant Support and Contracts

The Organization recognizes grant support and contracts to the extent that eligible grant and contract
costs are incurred. Receivables are recognized to the extent that costs have been incurred, but not
reimbursed. Deferred revenues are recognized to the extent that advances of funds have been made
which exceed eligible costs incurred.
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FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses

The costs of providing the various programs and supporting services have been summarized on a
functional basis in the statements of activities. Costs that are not directly associated with providing
specific services have been allocated based upon the relative time spent by employees of the
Organization providing those services.

Program services — Comprise activities that contribute to the Organization’s mission or
educating and engaging all people across the state to ensure that children are healthy, safe,
well-educated and have every opportunity for success.

Supporting services — Includes activities such as management and general services required
to ensure an adequate working environment, provide administrative support and manage
the Organization’s financial and budgetary functions.

Use of Estimates and Assumptions

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, the 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

The Organization occasionally maintains deposits in excess of federally insured limits. The
Organization maintains its cash balances in reputable financial institutions in the United States of
American and accounts at each institution are insured by the Federal Deposit Insurance Corporations up
to $250,000 at each financial institution. FASB ASC 825, Financial Instruments, identifies these items
as a concentration of credit risk requiring disclosure, regardless of risk. At September 30, 2024, the
Organization’s cash balances were fully insured.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of September 30, 2024:

Office equipment $ 39,149
Vehicles 345,035
Total 384,184
Less accumulated depreciation (61,078)
§ 323,106

Depreciation expense was $36,529 for the year ended September 30, 2024.
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FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

LEASE COMMITMENTS

Under ASC 842, if a contract provides the right to substantially all the economic benefits and the
right to direct the use of the identified asset, it is considered to be or contain a lease. Right-of-use
(ROU) assets and lease liabilities are recognized at the lease commencement date based on the
present value of the future lease payments over the expected lease term. ROU assets are also adjusted
for any lease prepayments made, lease incentives received, and initial direct costs incurred.

Lease liabilities are initially and subsequently recognized based on the present value of their future lease
payments. ROU assets for operating leases are subsequently measured throughout the lease term at
the amount of the remeasured lease liability (i.e., present value of the remaining lease payments), plus
unamortized initial direct costs, plus (minus) any prepaid (accrued) lease payments, less the
unamortized balance of lease incentives received, and any impairment recognized.

In November 2018, the Organization agreed to a five-year lease of its offices and warehouse
beginning in February 2019, with monthly payments of $3,000, escalating by 2% each year. The
lease agreement qualifies as other than short-term lease under ASC 842 and, therefore, has been
recorded at the present value of the future minimum lease payments as of the date of its inception.

The lease liability is measured at a discount rate of 3.25%, based on the short-term lending rate as of
the start of the fiscal year. As a result of the lease, the Company has recorded a right to use asset
with original value of $173,145 and a net book value of $0 as of September 30, 2024. The lease was
extended for a period of two years under the same payment schedule until January 2026. The lease
liability is measured at a discount rate of 5%, based on the short-term lending rate as of the start of
the fiscal year. As a result of the lease, the Company has recorded a right to use asset with original
value of $76,633 and a net book value of $51,913 as of September 30, 2024. The future minimum
lease obligations and the net present value of these minimum lease payments as of September 30,
2024 were as follows:

Year Ending Principal Interest Total
2025 $ 38,746 § 1,531 § 40,277
2026 13,432 82 13,514
Total $ 52,178  § 1,613 § 53,791
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FARMER FOODSHARE INC.
Notes to Financial Statements
September 30, 2024

NET ASSETS
Net assets with restrictions are those stipulated by donors for specific operating purposes, those not

currently available for use until commitments regarding their use have been fulfilled and are
composed of the following as of December 31, 2024:

Food boxes $ 23,898
Consultants 45,029
Software 7,500
Pass through grants 88,100
Reserves 20,000
Truck wrap 5,000

$ 189,527

CONTINGENCIES

The Organization receives grant funds. Costs related to such funds are subject to final approval by
the grantor agencies and deficiencies, if any, are the responsibility of the Organization. Management
believes that there are no required refunds and therefore no provision has been made in the
accompanying financial statements for the refund of grant monies.

LIQUIDITY AND AVAILABILITY OF FUNDS
The Organization’s financial assets available for general expenditure, that is, without donor or other

restrictions limiting their use, within one year of the statement of financial position date, are as
follows:

Cash and cash equivalents $ 185,190
Accounts receivable 604,380
Less: Accounts payable (249,229)
Less: current lease payments (38,746)
Less: Accrued expenses (3,424)
Total financial assets available to meet general
Expenditures within the next 12 months $ 498,171

As part the Organization’s liquidity management, it has a policy to structure its financial assets to be
available as its general expenditures, liabilities, and other obligations become due. The Organization
invests cash in excess of daily requirements in short-term investments and money market funds.

SUBSEQUENT EVENTS

Management evaluates events occurring subsequent to the date of the financial statements in
determining the accounting for and disclosure of transactions and events that affect the financial
statements. Subsequent events have been evaluated through February 18, 2025 which is the date the
financial statements were available to be issued.
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