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DUET PARTNERS IN HEALTH & AGING, INC. 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022 
 
 
 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Functional Allocation of Expenses 
The costs of providing various programs and other activities have been summarized on a 
functional basis in the Statement of Activities and in the Statement of Functional Expenses.  
Accordingly, certain costs have been allocated among the programs and supporting services 
benefited.  Such allocations are determined by management on an equitable basis. Expenses 
that benefit more than one function are allocated based on the amount of time spent by 
employees on each function. 

 
Advertising 
The Organization uses advertising to promote its programs among the audiences it serves. The 
production costs of advertising are expensed as incurred. Advertising costs were $9,910 and 
$7,754 for the years ended December 31, 2022 and 2021, respectively. 
 
Income Tax Status 
The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal 
Revenue Code and similar State of Arizona tax provisions.  In addition, the Organization 
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)(1). The 
Organization’s Form 990, Return of Organization Exempt from Income Taxes, is generally 
subject to examination by the Internal Revenue Service for three years after the date filed.   
 
Management has evaluated the tax positions taken or expected to be taken, if any, on its exempt 
organization filings, and the likelihood that upon examination those positions would be 
sustained.  Based on the results of this evaluation, management believes there are no uncertain 
tax positions. 
 
New Accounting Pronouncements 
During the year, the Organization adopted Accounting Standards Update (ASU) 2020-07, 
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets 
(Topic 958). The update increases transparency of contributed nonfinancial assets through 
enhancements to presentation and disclosures.  The adoption did not have a significant impact 
on the Organization’s financial statements. 



DUET PARTNERS IN HEALTH & AGING, INC. 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022 
 
 
 

 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
During the year, the Organization adopted Accounting Standards Update (ASU) No. 2016-02, 
Leases (Topic 842). This update requires entities to recognize assets and liabilities for both 
capital and operating leases on the statement of financial position, and disclose key information 
about leasing arrangements. In adopting Topic 842, the Organization elects the practical 
expedient transition package to not reassess (i) expired or existing contracts to determine 
whether they are or contain a lease, (ii) the lease classification of any existing leases, or (iii) 
initial direct costs for existing leases. It also elects not to report assets or liabilities for leases 
with terms of one year or less.  
 
Upon adoption, the Organization recognized operating lease ROU assets of $835,291 and 
related lease liabilities of $958,181 in the statement of financial position. The adoption did not 
result in a significant effect on amounts reported in the statement of activities. The 
Organization has elected not to restate the comparative period (2021). 
 
Date of Management’s Review 
In preparing these financial statements, the Organization has evaluated events and transactions 
for potential recognition or disclosure through June 27, 2023, which is the date the financial 
statements were available to be issued. 
 

 
NOTE 2 – LIQUIDITY AND AVAILABILITY 

 
The following represents the Organization’s financial assets at fiscal year end: 
 

Financial assets at year end:   
Cash and cash equivalents  $        676,428 
Investments  971,973 
Contributions receivable  284,248 
Government grants receivable  76,418 

Total financial assets  2,009,067 
  
Less amounts not available to be used within one year:  

Net assets with donor restrictions  746,968 
Less: Net assets with purpose restrictions to be met in  

less than a year  (259,800)
Less: Net assets with time restrictions to be met in  

less than a year  (176,497)
Quasi-endowment established by the Board  720,036 

Financial assets available to meet general expenditures
over the next twelve months  $        978,360 
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NOTE 2 – LIQUIDITY AND AVAILABILITY 
 

The Organization regularly monitors liquidity required to meet its operating needs and other 
contractual commitments, while also striving to maximize the investment of its available funds.  
The Organization’s goal is generally to maintain an operating reserve to meet four months of 
operating expenses. As part of its liquidity plan, excess cash is invested in short-term 
investments. The Organization has a quasi-endowment that was established according to Board 
policy.  Although, the quasi-endowment has a spending rate of up to six percent, amounts from 
the quasi-endowment could be made available if necessary. 
 
 

NOTE 3 – INVESTMENTS AND FAIR VALUE MEASUREMENTS 
 
Fair value is defined as the price that the Organization would receive to sell an asset or pay to 
transfer a liability in an orderly transaction between market participants at the measurement 
date. 
 
Accounting standards establish a three-tier fair value hierarchy that prioritizes the inputs to 
valuation techniques.  Inputs refer broadly to the assumptions that market participants use to 
make valuation decisions, including assumptions about risk.  Observable inputs are those that 
reflect the assumptions that market participants would use in pricing the asset and are based 
on market data obtained from independent sources. Unobservable inputs reflect the 
Organization’s assumptions about the inputs market participants would use in pricing the asset 
or liability developed based on the best information available in the circumstances.  The three-
tier hierarchy of inputs is summarized in the three broad levels listed below: 
 
 Level 1: Quoted prices in active markets for identical investments. 
 

Level 2: Quoted prices for similar assets or liabilities in active markets, quoted prices 
for identical or similar assets or liabilities in inactive markets, inputs other 
than quoted prices that are observable for the asset or liability. 

 
 Level 3: Unobservable inputs for the asset or liability. 
 
The level of fair value hierarchy within which a fair value measurement in its entirety falls is 
based on the lowest level input that is significant to the fair value measurement in its entirety. 
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NOTE 3 – INVESTMENTS AND FAIR VALUE MEASUREMENTS 
 
Fair Values Measured on Recurring Basis 
 
Fair values of assets measured on a recurring basis at year end are as follows: 

 
  2022 

  
Fair Value 
(Level 1) 

 Fair Value 
(Level 2)  Total 

Investments   
    Cash and Bank Sweep  $         269,491  $ $      269,491 
    U.S. Equity Exchange Traded Fund  128,288  128,288 
    Foreign Equity Exchange Traded Fund  119,896  119,896 
    Real Estate Investment Trust Exchange 

 Traded Fund  39,838  39,838 
    U.S. Bond Exchange Traded Fund  408,487  408,487 
    Real Estate Investment Trust Shares    5,973 5,973 

Total investments  $         966,000  $         5,973 $      971,973 
 
 

  2021 

  
Fair Value 
(Level 1) 

 Fair Value 
(Level 2)  Total 

Investments    
Cash and Bank Sweep  $        272,222  $ $      272,222
U.S. Equity Exchange Traded Fund  408,275  408,275
Foreign Equity Exchange Traded Fund  193,515  193,515
Real Estate Investment Trust Exchange 

Traded Fund  107,425  107,425
U.S. Bond Exchange Traded Fund  279,623  279,623
Real Estate Investment Trust Shares    5,973 5,973

Total investments  $     1,261,060  $         5,973 $   1,267,033
 
The following methods and assumptions were used to estimate the fair value for each class of 
financial instrument measured at fair value. 
 
Investments – Fair values for investments are determined by reference to quoted market prices 
and other relevant information generated by market transactions.   
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NOTE 4 – CONTRIBUTIONS RECEIVABLE 
 

Unconditional contributions receivable consist of the following: 
 

  2022  2021 
Pledges receivable before unamortized discount  $     291,586 $     622,793 
Less:  Unamortized discount  (7,338) (2,803)

Total  284,248 619,990 
Less:  Allowance for uncollectibles      
Net contributions receivable  284,248 619,990 
  
Amounts due in:  
Less than one year  219,541 344,399 
More than one year  72,045 278,394 

Total   $     291,586 $     622,793 
 

The discount rate used to determine the present value of contributions receivable is 
commensurate with the risks involved and ranged from 5.48 percent to .43 percent in years 
ended December 31, 2022 and 2021, respectively. 

 
A portion of the Organization’s revenue is derived from cost-reimbursable federal and state 
contracts and grants, which are conditioned upon certain performance requirements and/or the 
incurrence of allowable qualifying expenses. Amounts received are recognized as revenue 
when the Organization has incurred expenditures in compliance with specific contract or grant 
provisions. Amounts received prior to incurring qualifying expenditures are reported as 
refundable advances in the Statement of Financial Position. The Organization was awarded 
cost-reimbursable grants of $231,532 that have not been recognized at fiscal year end because 
qualifying expenditures have not yet been incurred.  

 
 
NOTE 5 – PROPERTY AND EQUIPMENT 

 
Property and equipment consist of the following. 

 

  2022  2021 
Leasehold improvements  $       193,248  $        193,248   
Equipment  196,131  196,131   

Total property and equipment  389,379  389,379   
Less: Accumulated depreciation and amortization  (292,086)  (243,694) 
Net property and equipment  $         97,293  $        145,685   
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NOTE 6 - ENDOWMENTS 
 
The Organization’s endowment includes both donor-restricted funds and funds designated by 
the Board to function as endowments. As required by generally accepted accounting principles 
(GAAP), net assets associated with endowment funds, including funds designated by the Board 
to function as endowments, are classified and reported based on the existence or absence of 
donor-imposed restrictions. 
 
Interpretation of Relevant Law 
 
The Board of Directors of the Organization has interpreted the State of Arizona’s version of 
the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as requiring the 
preservation of the fair value of the original gift as of the gift date of the donor-restricted 
endowment funds absent explicit donor stipulations to the contrary. As a result of this 
interpretation, the Organization retains in perpetuity (a) the original value of initial and 
subsequent gifts donated to the endowment and (b) any accumulations to the endowment made 
in accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added. Donor-restricted amounts not retained in perpetuity are subject to 
appropriation for expenditures by the Organization in a manner consistent with the standard of 
prudence prescribed by UPMIFA.   

 
In accordance with UPMIFA, the Organization considers the following factors in making a 
determination to appropriate or accumulate donor-restricted endowment funds: 
 

a. The duration and preservation of the fund 
b. The purpose of the donor-restricted endowment fund 
c. General economic conditions 
d. The possible effect of inflation and deflation 
e. The expected total return from income and the appreciation of investments 
f. Other resources of the organization 
g. The investment policies of the organization 
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NOTE 6 - ENDOWMENTS 
 
Endowment Net Asset Composition by Type of Fund for the year ended December 31, 2022 
consists of the following: 

 
  2022 

  

Without 
Donor 

Restriction  
With Donor 
Restriction  Total 

Donor-restricted endowment funds:     
Original donor-restricted gift amount 

and amounts required to be 
maintained in perpetuity by donor  $ $       166,200 $       166,200 

Accumulated investment gains   79,764 79,764 
Board-designated endowment funds 720,036   720,036 
Total funds $       720,036 $       245,964 $       966,000 

 
Endowment Net Asset Composition by Type of Fund for the year ended December 31, 2021 
consists of the following: 

 
  2021 

  

Without 
Donor 

Restriction  
With Donor 
Restriction  Total 

Donor-restricted endowment funds:     
Original donor-restricted gift amount 

and amounts required to be 
maintained in perpetuity by donor  $ $       166,200 $       166,200 

Accumulated investment gains   79,406 79,406 
Board-designated endowment funds 1,015,454   1,015,454 
Total funds $    1,015,454 $       245,606 $    1,261,060 
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NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022 
 
 
 

 

NOTE 6 - ENDOWMENTS 
 

Investment Return Objectives, Risk Parameters and Strategies 
 
The Organization has adopted investment and spending policies, approved by the Board, for 
endowment assets that attempt to provide a predictable stream of funding to programs 
supported by its endowment funds while also maintaining the purchasing power of those 
endowment assets over the long-term. Accordingly, the investment process seeks to achieve 
an after-cost total real rate of return, including investment income as well as capital 
appreciation, which exceeds the annual distribution with acceptable levels of risk.  Endowment 
assets are invested in a well-diversified asset mix, which includes equity and debt securities, 
that is intended to result in a consistent inflation-protected rate of return that has sufficient 
liquidity to make an annual distribution of up to six percent, while growing the funds if 
possible.  Therefore, the Organization expects its endowment assets, over time, to produce an 
average rate of return of approximately six percent annually.  Actual returns in any given year 
may vary from this amount. Investment risk is measured in terms of the total endowment fund; 
investment assets and allocation between asset classes and strategies are managed to not expose 
the fund to unacceptable levels of risk. 

 
Spending Policy 
 
The Organization has a policy of appropriating for distribution each year up to six percent of 
its year-end balance. In establishing this policy, the Organization considered the long-term 
expected return on its investment assets, the nature and duration of the individual endowment 
fund, which must be maintained in perpetuity because of donor-restrictions, and the possible 
effects of inflation. This is consistent with the Organization’s objective to maintain the 
purchasing power of the endowment assets held in perpetuity or for a specified term as well as 
to provide additional real growth through new gifts and investment return. The Organization's 
adopted policy also allows endowment funds to be removed from its investment accounts and 
reclassified, with the provision that permanently restricted funds will not be spent.  
 

Changes in Endowment Net Assets for the year ended December 31, 2022 are as follows: 
 

  2022 

  

Without 
Donor 

Restriction  
With Donor 
Restriction  Total 

Endowment net assets, beginning of year  $  1,015,454 $      245,606 $  1,261,060 
     Investment return, net (145,418) 358 (145,060)

Amounts appropriated for expenditure  (150,000) (150,000)
Endowment net assets, end of year  $     720,036 $      245,964 $     966,000 
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DECEMBER 31, 2022 
 
 
 

 

NOTE 6 – ENDOWMENTS 
 

Changes in Endowment Net Assets for the year ended December 31, 2021 are as follows: 
 

  2021 

  

Without 
Donor 

Restriction  
With Donor 
Restriction  Total 

Endowment net assets, beginning of year  $     440,797 $      245,581 $      686,378 
  Contributions   500,000 500,000 
 Investment return, net 74,657 25 74,682 
Endowment net assets, end of year  $  1,015,454 $      245,606 $   1,261,060 
 
 
NOTE 7 – NET ASSETS 

 
Net assets with donor restrictions are as follows:  
 

  2022 2021 
Endowments     

Subject to appropriation  $             79,764  $           79,406  
Perpetual in nature  166,200  166,200  

Passage of Time    
Pledges receivable  241,204  516,026 

Purpose Restricted    
Family caregivers (M&H coordinator,  
   Spanish translation)  235,000

 
60,445 

Grandfamily services (bilingual social  
   worker)  2,300

 
26,338 

Outreach Coordinator Staffing  22,500  17,043  
Total   $           746,968  $         865,458 
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NOTE 7 – NET ASSETS 
 
Net assets released from donor restrictions are as follows: 
 

  2022 2021 
Satisfaction of purpose restrictions     

COVID-19  $  $        4,192 
Family caregivers (M&H coordinator,  
   Spanish translation)  60,645 

 
60,863 

Grandfamily services (bilingual social  
   worker)  26,338 

 
10,662 

Outreach Coordinator Staffing  24,543  12,957 
Satisfaction of time restrictions    

Pledges receivable  334,844  358,559 
Total   $      446,370  $    447,233 

 
 
NOTE 8 – EMPLOYER RETENTION TAX CREDIT 
 

Under the provisions of the Coronavirus Aid, Relief, and Economic Security Act (the “CARES 
Act”) signed into law on March 27, 2020 and the subsequent extension of the CARES Act, the 
Organization was eligible for a refundable employee retention tax credit subject to certain 
criteria. Employers were eligible for the credit if the Organization sustained a full or partial 
suspension of operations limiting commerce, travel or group meetings due to COVID-19 and 
orders from an appropriate governmental authority or experienced a significant decline in gross 
receipts during 2020 or a decline in gross receipts during the first three quarters of 2021. The 
tax credit was equal to 50% of qualified wages paid to employees during a quarter, capped at 
$10,000 of qualified wages per employee through December 31, 2020. Additional relief 
provisions were passed by the United States government, which extended and slightly 
expanded the qualified wage caps on these credits through December 31, 2021. Based on these 
additional provisions, the tax credit for the first three quarters of 2021 was equal to 70% of 
qualified wages paid to employees during a quarter, and the limit on qualified wages per 
employee has been increased to $10,000 of qualified wages per quarter. The Organization 
qualified for the credit under the provision for having sustained a full or partial suspension of 
operations. In July 2022, the Organization filed Form 941-X Adjusted Employer’s Quarterly 
Federal Tax Return or Claim for Refund for 6 quarters from April 2020 through September 
2021. During the year ended December 31, 2022, the Organization recognized $444,150 in 
revenue from the employer retention credit. The credits are subject to audit from the Internal 
Revenue Service for up to 5 years from when it was paid in October 2022. 
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DECEMBER 31, 2022 
 
 
 

 

NOTE 9 – LEASES 
 

The Organization leases an office building and desk phones under noncancelable operating 
leases.  The lease for desk phones expires in October 2026 and does not include any options to 
extend. The lease for the office building has an initial term of 7.5 years and includes the option 
to renew for two separate 5 year terms. The Organization has only recognized one of the 5 year 
renewal terms in the right-of-use asset and lease liabilities resulting in an expiration date of 
May 2030. Both leases had terms of greater than one year at the inception of the lease and 
payments are due on a monthly basis.  
 
The Organization has not included the possibility of early termination in the calculation of the 
right-of-use asset and lease liabilities since the Organization does not intend to terminate the 
lease before the expiration of the term. The Organization has also determined that there were 
no nonlease components to be allocated to the leases. In determining the value of the right-of-
use asset and lease liabilities, future lease payments were discounted applying the risk-free 
discount rate of 1.55%. Total operating lease expense for the year included $125,130 
recognized straight-line over the term of the leases. 
 
The following table provides a schedule of future lease payments and other supplemental 
information for the Organization’s operating leases as of year end: 

 

  Operating 
Right of use asset  $        1,079,770 
Accumulated amortization  (244,479)

  $           835,291 
 

Year End: Operating 
2023 $             137,909 
2024 137,909 
2025 137,909 
2026 137,714 
2027 135,576 
Thereafter 327,643 

Total  1,014,660 
 

Less: Discount to present value 56,479 
 

Present value of lease liabilities $             958,181 

 
Weighted average remaining lease term 88.62 months

 
Weighted average discount rate 1.55%

 
There were no noncash investing and financing transactions related to leasing other than the 
transition entry described in Note 1.  
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DUET PARTNERS IN HEALTH & AGING, INC. 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022

NOTE 10 – EMPLOYEE BENEFIT PLANS 

Tax-deferred Annuity Plan 
The Organization sponsors a 401(k) retirement plan (plan) for all employees who meet 
eligibility requirements. The Organization contributes 2 percent of gross salaries to the plan 
for qualified employees. Employees may make contributions to the plan up to the maximum 
amount allowed by the Internal Revenue Code if they wish. The employer matching was 
$11,519 and $9,285 for the years ending December 31, 2022 and 2021, respectively.  

NOTE 11 – CONCENTRATIONS 

For the year ended December 31, 2022, one donor made up 23 percent of total revenues, and 
two donors made up 33 percent of total receivables. 

For the year ended December 31, 2021, one donor made up 32 percent of total revenues, and 
two donors made up 62 percent of total receivables. 
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