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Independent Auditor’s Report

To the Board of Directors of
Metrowest Legal Services, Inc.:

Opinion

We have audited the financial statements of Metrowest Legal Services, Inc. (@ Massachusetts
corporation, not-for-profit) (MWLS), which comprise the statements of financial position as of June 30,
2023 and 2022, and the related statements of activities and changes in net assets, cash flows, and
functional expenses for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Metrowest Legal Services, Inc. as of June 30, 2023 and 2022, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). 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 MWLS and to meet our other ethical responsibilities in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter - Adoption of New Accounting Standard

As discussed in Note 2 to the financial statements, effective July 1, 2022, MWLS adopted Financial
Accounting Standards Board’s (FASB) Accounting Standards Update (ASU) 2016-02, Leases (Topic 842),
using the modified retrospective transition method, which does not require prior periods to be adjusted.
Our opinion is not modified with respect to this matter.

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, which raise substantial doubt about MWLS's ability to continue
as a going concern within one year after the date that the financial statements are available to be
issued.
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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 GAAS 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 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 GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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 MWLS's internal control. Accordingly, no such opinion is
expressed.

e 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,
which raise substantial doubt about MWLS'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.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying statement of activities and changes in net assets without donor restrictions shown
on page 18 is presented for purposes of additional analysis and is not a required part of the financial
statements. Such 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, including comparing and reconciling such 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 accompanying
statement of activities and changes in net assets without donor restrictions shown on page 18 is fairly
stated in all material respects in relation to the financial statements as a whole.

AATCHAS, e

Boston, Massachusetts
October 19, 2023
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METROWEST LEGAL SERVICES, INC.

Statements of Financial Position
June 30, 2023 and 2022

2023 2022
Without With Without With
Donor Donor Donor Donor
Assets Restrictions Restrictions Total Restrictions Restrictions Total
Current Assets:
Cash and cash equivalents S 684,373 S 361,001 S 1,045,374 S 928,812 S 357,101 S 1,285,913
Accounts and grants receivable 338,485 173,475 511,960 283,136 203,000 486,136
Client escrow funds 186,032 - 186,032 95,236 - 95,236
Prepaid expenses 12,346 - 12,346 11,915 - 11,915
Total current assets 1,221,236 534,476 1,755,712 1,319,099 560,101 1,879,200
Other Assets:
Investments 2,595,272 - 2,595,272 1,831,065 - 1,831,065
Security deposit 7,708 - 7,708 7,708 - 7,708
Right-of-use assets - Operating 236,739 - 236,739 - - -
Total other assets 2,839,719 - 2,839,719 1,838,773 - 1,838,773
Total assets S 4,060,955 S 534,476 S 4,595,431 S 3,157,872 S 560,101 S 3,717,973
Liabilities and Net Assets
Current Liabilities:
Accounts payable S 67,414 S - S 67,414 S 78,207 S - S 78,207
Accrued expenses 248,840 - 248,840 260,111 - 260,111
Client escrow funds 186,032 - 186,032 95,236 - 95,236
Current portion of operating lease liabilities 101,037 101,037 - - -
Total current liabilities 603,323 - 603,323 433,554 - 433,554
Operating lease liabilities, net of current portion 137,545 - 137,545 - - -
Total liabilities 740,868 - 740,868 433,554 - 433,554
Net Assets:
Without donor restrictions:
Operating 724,815 - 724,815 893,253 - 893,253
Board designated:
Contingency fund 282,313 - 282,313 232,171 - 232,171
Reserve fund 2,312,959 - 2,312,959 1,598,894 - 1,598,894
Total without donor restrictions 3,320,087 - 3,320,087 2,724,318 - 2,724,318
With donor restrictions - 534,476 534,476 - 560,101 560,101
Total net assets 3,320,087 534,476 3,854,563 2,724,318 560,101 3,284,419
Total liabilities and net assets S 4,060,955 S 534,476 S 4,595,431 S 3,157,872 S 560,101 S 3,717,973

The accompanying notes are an integral part of these statements. Page 2



METROWEST LEGAL SERVICES, INC.

Statements of Activities and Changes in Net Assets
For the Years Ended June 30, 2023 and 2022

Operating Revenue and Support:
Grants and contributions
Government grants and contracts
Donated goods and services
Fundraising and special events
Interest and other income
Net assets released from restrictions

Total operating revenue and support
Operating Expenses:
Program services
General and administrative
Development
Total operating expenses

Changes in net assets from operations

Non-Operating Revenues (Expenses):
Investment income (loss), net

Changes in net assets

Net Assets:
Beginning of year

End of year

The accompanying notes are an integral part of these statements.

2023 2022
Without With Without With
Donor Donor Donor Donor

Restrictions

Restrictions

Total

Restrictions

Restrictions

Total

$ 2,324,440 $ 332,151 $ 2,656,591 $ 1,543,621 $ 318,245 $ 1,861,866
1,436,028 - 1,436,028 1,458,692 - 1,458,692
344,988 - 344,988 302,732 - 302,732
123,638 - 123,638 125,992 - 125,992
25,756 - 25,756 9,489 - 9,489
357,776 (357,776) - 414,589 (414,589) -
4,612,626 (25,625) 4,587,001 3,855,115 (96,344) 3,758,771
3,581,916 - 3,581,916 3,093,229 - 3,093,229
333,673 - 333,673 306,857 - 306,857
208,806 - 208,806 204,403 - 204,403
4,124,395 - 4,124,395 3,604,489 - 3,604,489
488,231 (25,625) 462,606 250,626 (96,344) 154,282
107,538 - 107,538 (106,707) - (106,707)
595,769 (25,625) 570,144 143,919 (96,344) 47,575
2,724,318 560,101 3,284,419 2,580,399 656,445 3,236,844
$ 3,320,087 $ 534,476 $ 3,854,563 $ 2,724,318 $ 560,101 $ 3,284,419
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METROWEST LEGAL SERVICES, INC.

Statements of Cash Flows
For the Years Ended June 30, 2023 and 2022

Cash Flows from Operating Activities:
Changes in net assets
Adjustments to reconcile changes in net assets to net cash
provided by operating activities:
Unrealized (gains) losses on investments
Non-cash lease expense
Changes in operating assets and liabilities:
Accounts and grants receivable
Prepaid expenses
Accounts payable
Accrued expenses
Client escrow funds

Net cash provided by operating activities

Cash Flows from Investing Activities:
Purchase of investments

Net Change in Cash, Cash Equivalents and Restricted Cash

Cash, Cash Equivalents and Restricted Cash:
Beginning of year

End of year

Reconciliation of Cash, Cash Equivalents and Restricted Cash
Reported Within the Statements of Financial Position:
Cash and cash equivalents
Client escrow funds
Security deposit

Total cash, cash equivalents and restricted cash

Supplemental disclosure of Right-of-Use Assets - Operating obtained
in exchange for Operating Lease Liabilities

2023 2022
$ 570,144 $ 47,575
(56,177) 136,834
1,843 -
(25,824) 89,726
(431) (4,509)
(10,793) 23,370
(11,271) 84,008
90,796 (136,585)
558,287 240,419
(708,030) (242,831)
(149,743) (2,412)
1,388,857 1,391,269
$ 1,239,114 $ 1,388,857
$ 1,045,374 $ 1,285,913
186,032 95,236
7,708 7,708

$ 1,239,114 $ 1,388,857
$ 190,198 $ -
Page 4
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METROWEST LEGAL SERVICES, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2023

(With Summarized Comparative Totals for the Year Ended June 30, 2022)

Operating Expenses:
Salaries and related:
Salaries - attorneys
Salaries - other
Fringe benefits
Payroll taxes

Total salaries and related before

donated services
Donated goods and services
Total salaries and related

Other:
Contracted services
Occupancy
Professional fees
Equipment maintenance
Program litigation fees
Equipment leases and others
Training
Special events
Insurance

Licenses, fees and membership dues

Travel

Postage and printing
Office supplies

Books and subscriptions
Miscellaneous
Telephone

Client assistance funds

Total other

Total operating expenses

2023 2022
Program Services Support Services
General
Other Total and
Domestic Pro-Bono Legal Program Adminis- Develop-

Violence Seniors Immigration Involvement Programs * Services trative ment Total Total
$ 186,860 $ 184,576 $ 382,742 $ 49,692 $ 843,764 $ 1,647,634 $ 68,306 $ 34,153 $ 1,750,093 $ 1,436,168
7,517 44,951 18,551 27,791 244,003 342,813 106,300 79,968 529,081 546,040
35,111 57,622 111,457 12,023 245,592 461,805 36,476 23,740 522,021 442,545
15,152 17,906 31,440 5,943 98,942 169,383 13,396 8,837 191,616 165,788
244,640 305,055 544,190 95,449 1,432,301 2,621,635 224,478 146,698 2,992,811 2,590,541
- - - 334,545 3,315 337,860 - 7,128 344,988 302,732
244,640 305,055 544,190 429,994 1,435,616 2,959,495 224,478 153,826 3,337,799 2,893,273
19,251 25,962 209,425 - 54,618 309,256 45,720 5,974 360,950 325,958
9,318 13,245 19,574 3,484 54,159 99,780 9,226 8,572 117,578 109,593
- - - - - - 47,900 - 47,900 71,500
- 495 1,345 374 30,529 32,743 75 7,303 40,121 38,379
16,236 339 1,505 - 15,885 33,965 - - 33,965 32,277
2,460 924 920 - 20,590 24,894 1,939 1,696 28,529 14,395
3,727 257 3,031 - 16,282 23,297 229 1,628 25,154 10,101
- - - - - - - 25,051 25,051 21,521
802 1,750 1,750 292 13,915 18,509 1,503 1,339 21,351 17,065
1,389 721 4,300 361 10,820 17,591 195 - 17,786 14,965
3,846 2,289 3,269 224 6,438 16,066 180 - 16,246 7,347
626 450 7,277 124 4,362 12,839 746 1,890 15,475 13,200
561 578 515 - 8,585 10,239 168 548 10,955 14,365
1,635 813 1,446 - 5,668 9,562 732 467 10,761 10,254
2,244 - - 105 5,862 8,211 378 334 8,923 4,763
580 965 618 - 2,165 4,328 204 178 4,710 2,411
- - - - 1,141 1,141 - - 1,141 3,122
62,675 48,788 254,975 4,964 251,019 622,421 109,195 54,980 786,596 711,216
$ 307,315 S 353,843 S 799,165 S 434,958 $ 1,686,635 $ 3,581,916 S 333,673 S 208,806 $ 4,124,395 $ 3,604,489

The accompanying notes are an integral part of these statements.

Other legal programs include: Housing, Benefits, Wage and Hour, Medical Legal Partnership, Special Education, and various other program initiatives.
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METROWEST LEGAL SERVICES, INC.

Statement of Functional Expenses
For the Year Ended June 30, 2022

Operating Expenses:
Salaries and related:
Salaries - attorneys
Salaries - other
Fringe benefits
Payroll taxes

Total salaries and related before

donated services
Donated goods and services
Total salaries and related

Other:
Contracted services
Occupancy
Professional fees
Equipment maintenance
Program litigation fees
Equipment leases and others
Training
Special events
Insurance

Licenses, fees and membership dues

Travel

Postage and printing
Office supplies

Books and subscriptions
Miscellaneous
Telephone

Client assistance funds

Total other

Total operating expenses

Program Services

Support Services

General
Other Total and
Domestic Pro-Bono Legal Program Adminis- Develop-

Violence Seniors Immigration Involvement Programs * Services trative ment Total
$ 118,967 $ 163,976 $ 241,497 $ 46,529 $ 767,256 $ 1,338,225 $ 65,295 $ 32,648 $ 1,436,168
- 12,247 13,494 52,644 303,310 381,695 90,609 73,736 546,040
28,949 46,407 56,466 14,602 250,931 397,355 32,254 12,936 442,545
8,989 13,463 19,451 7,732 96,134 145,769 11,845 8,174 165,788
156,905 236,093 330,908 121,507 1,417,631 2,263,044 200,003 127,494 2,590,541
- - - 293,700 - 293,700 - 9,032 302,732
156,905 236,093 330,908 415,207 1,417,631 2,556,744 200,003 136,526 2,893,273
29,310 20,309 185,008 752 44,676 280,055 20,144 25,759 325,958
5,398 15,454 10,166 3,957 57,051 92,026 10,110 7,457 109,593
- - - - - - 71,500 - 71,500
- 430 1,181 999 29,043 31,653 - 6,726 38,379
2,602 14 170 - 29,491 32,277 - - 32,277
300 868 625 50 10,670 12,513 1,004 878 14,395
1,634 395 3,398 - 3,499 8,926 325 850 10,101
- - - - - - - 21,521 21,521
- 346 1,384 692 12,447 14,869 1,171 1,025 17,065
831 51 2,373 355 10,961 14,571 394 - 14,965
2,539 1,471 1,375 57 1,857 7,299 48 - 7,347
364 150 7,758 53 2,388 10,713 409 2,078 13,200
612 1,167 1,116 50 9,990 12,935 684 746 14,365
875 - 750 400 6,903 8,928 758 568 10,254
- - 1,794 - 2,524 4,318 237 208 4,763
115 1,001 283 135 746 2,280 70 61 2,411
- - - - 3,122 3,122 - - 3,122
44,580 41,656 217,381 7,500 225,368 536,485 106,854 67,877 711,216
S 201,485 S 277,749 S 548,289 S 422,707 $ 1,642,999 $ 3,093,229 $ 306,857 S 204,403 $ 3,604,489

*  Other legal programs include: Housing, Benefits, Wage and Hour, Medical Legal Partnership, Special Education, and various other program initiatives.

The accompanying notes are an integral part of these statements.
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

1. OPERATIONS AND NONPROFIT STATUS
Operations

Metrowest Legal Services, Inc. (MWLS) provides free legal advocacy in civil cases to protect and
advance the rights of the poor, elderly, disabled, homeless, and other disenfranchised
individuals in the thirty-six communities in the metro-west area of Massachusetts so they may
obtain legal, social and economic justice. MWLS assists eligible individuals in securing access to
basic needs and in challenging institutional barriers in order to achieve justice.

Nonprofit Status

MWLS is exempt from Federal income taxes as an organization (not a private foundation)
formed for charitable purposes under Section 501(c)(3) of the Internal Revenue Code (IRC).
MWLS is also exempt from state income taxes. Donors may deduct contributions made to
MW.LS within IRC requirements.

2. SIGNIFICANT ACCOUNTING POLICIES

MWLS prepares its financial statements in accordance with generally accepted accounting
principles (U.S. GAAP) established by the Financial Accounting Standards Board (FASB).
References to U.S. GAAP in these notes are to the FASB Accounting Standards Codification (ASC).

Accounting Standard Adoption

In February 2016, FASB issued Accounting Standards Update (ASU) 2016-02, Leases (Topic 842).
The update requires a lessee to recognize a liability to make lease payments and a right-of-use
(ROU) asset representing a right to use the underlying asset for the lease term on the statement
of financial position. Additionally, this guidance expanded related disclosure requirements. On
July 1, 2022, MWLS adopted the new standard and elected the modified retrospective transition
method, as allowed by ASU 2018-11, Leases (Topic 842): Targeted Improvements, to apply the
new standard as of the effective date. Under this transition method, financial information
related to years prior to adoption are presented as originally reported under ASC Topic 840.
MWLS elected the package of practical expedients for the leases existing at the date of
adoption, which allowed MWLS to skip the reassessment of whether a contract is or contains a
lease, the treatment of initial direct costs and lease classification. MWLS also elected to
combine lease and non-lease components as a single component and to exclude short-term
leases from the statement of financial position. MWLS did not elect the hindsight practical
expedient in determining the lease term for existing leases as of July 1, 2022.

The adoption of ASU 2016-02 resulted in the recognition of ROU assets - operating and
operating lease liabilities in the amounts of $145,943 and $148,576, respectively, on July 1,
2022. The impact on the statement of activities and changes in net assets and statement of
cash flows was immaterial. Furthermore, MWLS expects the impact of adoption to be
immaterial to the statement of activities and changes in net assets and statement of cash flows
on an ongoing basis.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents consist primarily of cash and money market funds that are readily
convertible into cash and purchased with original maturities of three months or less. The inputs
used to value cash equivalents are considered Level 1 in the fair value hierarchy. For the
purpose of the statements of cash flows, cash and cash equivalents and restricted cash includes
cash and cash equivalents, security deposit and client escrow funds (see Note 7).

Page 7



METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Accounts and Grants Receivable

Accounts and grants receivable at June 30, 2023 and 2022, consist of invoiced amounts and do
not bear interest. Management establishes an allowance for doubtful accounts based on
historical collections and other factors. No allowance was deemed necessary at June 30, 2023
and 2022. Unconditional promises to give are recorded at fair value at the date the promise is
received. Unconditional promises to give that are expected to be received after one year are
discounted at a risk-free interest rate and amortization of the discount, if any, is included in
grants and contributions in the accompanying statements of activities and changes in net assets.
There was no discount calculated at June 30, 2022, as it was not deemed material to the
financial statements.

Leases

MWLS determines if an arrangement is a lease, or contains a lease, at inception of a contract. A
contract is determined to be a lease or contain a lease if the contract conveys the right to
control the use of identified property, plant or equipment (an identified asset) in exchange for
consideration. MWLS determines such assets are leased because MWLS has the right to obtain
substantially all of the economic benefits from and the right to direct the use of the identified
asset. Assets in which the supplier or lessor has the practical ability and right to substitute
alternative assets for the identified asset and would benefit economically from the exercise of
its right to substitute the asset are not considered to be or contain a lease because MWLS
determines it does not have the right to control and direct the use of the identified asset.
MWLS'’s lease agreements do not contain any material residual value guarantees or material
restrictive covenants.

In evaluating its contracts, MWLS separately identifies lease and non-lease components, such as
common area and other maintenance costs, in calculating ROU assets and lease liabilities.
MWLS has elected the practical expedient to not separate lease and non-lease components and
classifies the contract as a lease if consideration in the contract allocated to the lease
component is greater than the consideration allocated to the non-lease component. Variable
rent payments, if included in the lease agreement and not determinable at lease
commencement, are not included in the measurement of the lease liabilities.

At lease inception, the lease liability is measured at the present value of the lease payments
over the lease term. The ROU asset equals the lease liability adjusted for any initial direct costs,
prepaid or deferred rent, and lease incentives. MWLS uses the implicit rate when readily
determinable. As most of the leases do not provide an implicit rate, MWLS uses the U.S.
Department of the Treasury risk free rate on the commencement date to determine the present
value of lease payments.

Leases result in the recognition of ROU lease assets - operating and operating lease liabilities on
the statement of financial position. ROU lease assets - operating represent the right to use an
underlying asset for the lease term, and operating lease liabilities represent the obligation to
make lease payments arising from the lease, measured on a discounted basis. MWLS
determines lease classification as operating or finance at the lease commencement date.

The lease term may include options to extend or to terminate the lease that MWLS is reasonably

certain to exercise. Lease expense is generally recognized on a straight-line basis over the lease
term.
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leases (Continued)

MWLS has elected not to record leases with an initial term of twelve months or less (short-term
leases) on the statement of financial position. Lease expense on short-term leases is recognized
on a straight-line basis over the lease term.

Net Assets
Net assets without donor restrictions consist of the following:
Operating net assets represent amounts that are currently available for operations.

Board designated net assets represent the following funds designated by the Board of
Directors:

Contingency fund: This fund represents amounts designated as a contingency fund that
is equal to one month of MWLS’s current fiscal year cash basis operating expenses. This
fund is to be utilized by MWLS in the event of a budget deficit with the approval of the
Board of Directors.

Reserve fund: This fund represents amounts designated by the Board of Directors as a
future operating reserve. The fund balance is calculated to equal the remaining balance
of investments (see Note 6) after funding the contingency fund (see above). This fund is
to be utilized by MWLS to enhance the fulfillment of its mission with the approval of the
Board of Directors.

Net assets with donor restrictions represent grants and contributions whose use has been
limited by donors to a specific time period or for a specified purpose. When a donor stipulated
time restriction ends or purpose restriction is accomplished, net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the statements of
activities and changes in net assets as net assets released from restrictions.

Net assets with donor restrictions are restricted as follows at June 30:

2023 2022
Purpose $ 437,809 $ 462,393
Time 96,667 97,708

5534476 5 560,101

Net assets released from restrictions for the years ended June 30, 2023 and 2022, were based
on the satisfaction of the following restrictions:

2023 2022
Purpose S 265,068 S 333,582
Time 92,708 81,007

S 357,776 S 414,589
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair Value Measurements

MWLS follows the accounting and disclosure standards pertaining to ASC Topic, Fair Value
Measurements, for qualifying assets and liabilities. Fair value is defined as the price that MWLS
would receive upon selling an asset or pay to settle a liability in an orderly transaction between
market participants.

MWLS uses a framework for measuring fair value that includes a hierarchy that categorizes and
prioritizes the sources used to measure and disclose fair value. This hierarchy is broken down
into three levels based on inputs that market participants would use in valuing the financial
instruments based on market data obtained from sources independent of MWLS. Inputs refer
broadly to the assumptions that market participants would use in pricing the financial
instrument, including assumptions about risk. Inputs may be observable or unobservable.
Observable inputs are inputs that reflect the assumptions market participants would use in
pricing the financial instrument developed based on market data obtained from sources
independent of the reporting entity. Unobservable inputs are inputs that reflect the reporting
entity’s own assumptions about the assumptions market participants would use in pricing the
asset developed based on the best information available. The three-tier hierarchy of inputs is
summarized in the three broad levels as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets
at the measurement date.

Level 2 - Inputs other than quoted prices that are observable for the asset either directly
or indirectly, including inputs in markets that are not considered to be active.

Level 3 - Inputs that are unobservable and which require significant judgment or
estimation.

An asset or liability's level within the framework is based upon the lowest level of any input that
is significant to the fair value measurement.

Investments

Investments are recorded in the financial statements at fair value. If an investment is directly
held by MWLS and an active market with quoted prices exists, the market price of an identical
security (Level 1 input) is used to report fair value. Reported fair values of money market funds
are based on market values reported by the market as of the last business day of the year.
MWLS records its corporate bond investments using quoted prices for identical or similar assets
in non-active markets (Level 2 inputs).

Revenue Recognition
Government Grants and Contracts and Philanthropic Support

In accordance with ASC Subtopic 958-605, Revenue Recognition (Topic 958), MWLS must
determine whether a contribution (or a promise) is conditional or unconditional for transactions
deemed to be a contribution. A contribution is considered to be a conditional contribution if an
agreement includes a barrier, such as qualifying expenses that must be overcome and either a
right of return of assets or a right of release of a promise to transfer assets exists. Indicators of
a barrier include a measurable performance-related barrier or other measurable barriers, a
stipulation that limits discretion by the recipient on the conduct of an activity, and stipulations
that are related to the purpose of the agreement.
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue Recognition (Continued)
Government Grants and Contracts and Philanthropic Support (Continued)

Topic 958 prescribes that MWLS should not consider probability of compliance with the barrier
when determining if such awards are conditional and should be reported as conditional grant
advance liabilities until such conditions are met. See Note 8 for disclosure of MLAC’s conditional
awards at June 30, 2023 and 2022.

MWLS’s main sources of revenue are funding from state and local contracts and government
grants (government grants and contracts), Massachusetts Legal Assistance Corporation (MLAC)
(through state appropriation, Federal and state funding and interest earned on Lawyer Trust
Accounts) (see Note 4), and various forms of philanthropic support. Philanthropic support and
MLAC funds are included in grants and contributions and government grants and contracts.
These grants, contracts and contributions have been recorded in accordance with Topic 958.

MWLS records revenues from grants and contributions without donor restrictions as revenue
and net assets when received or unconditionally committed by the donor. Grants and
contributions received with donor designated purpose restrictions or specified time
requirements are recorded as revenue and net assets with donor restrictions when received or
unconditionally committed by the donor. Net assets released from restrictions are transferred
to revenue and net assets without donor restrictions as costs are incurred or time restrictions or
program restrictions are satisfied. Donor restricted grants received and satisfied in the same
period are included in net assets without donor restrictions.

Fundraising and Special Events

MWLS generally measures revenue for qualifying exchange transactions based on the amount of
consideration MWLS expects to be entitled for the transfer of goods or services to a customer,
then recognizes this revenue when or as MWLS satisfies its performance obligations under a
contract, except in transactions where U.S. GAAP provides other applicable guidance. MWLS
evaluates its fundraising and special events (special event) revenue based on the five-step
model under Topic 606: (1) Identify the contract with the customer; (2) Identify the
performance obligations in the contract; (3) Determine the transaction price; (4) Allocate the
transaction price to separate performance obligations; and (5) Recognize revenue when (or as)
each performance obligation is satisfied.

Special event income is derived from MWLS’s performance to host its jazz event and other
fundraising events in which revenues are recognized at the time of the events. Special event
income consists of both contributions and sales. The contribution portion of the special event
income is recognized as revenue when unconditionally committed or received in accordance
with Topic 958. The sales portion of the special event income is derived from various
components, including ticket sales from these events held, in which the transaction price is
determined annually in accordance with ASC Topic 606, Revenue from Contracts with
Customers. Ticket sales for these events are set by MWLS and have not been allocated as these
events are each considered to be one performance obligations. Fees collected in advance of the
special event are initially recorded as deferred revenue (contract liabilities) and are only
recognized in the statements of activities and changes in net assets when the special event has
occurred and the performance obligation has been met. There was no deferred revenue as of
June 30, 2023 and 2022, as fees were collected, and the events were held in the same period.
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue Recognition (Continued)
Investment, Interest and Other Income

Interest income is recorded when earned. Dividend income is recorded on the ex-dividend
date. Realized gains and losses are recorded using the average cost method. Unrealized gains
and losses are recognized based on market value changes during the period (see Note 6). All
other revenue is recognized when earned.

Estimates

The preparation of financial statements in accordance with U.S. GAAP 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 revenue and expenses during the reporting period. Actual results could
differ from those estimates.

Expense Allocation

MWLS allocates its expenses on a functional basis among its various programs and support
services. Expenses that can be identified with a specific program and support services are
charged directly according to their natural account classification. Other expenses that are
common to several programs or supporting functions are allocated based upon management’s
estimate of the percentage attributable to each program or supporting function.

Certain categories of expenses are attributable to more than one program or supporting
function and are allocated on a reasonable basis that is consistently applied. The expenses that
are allocated are salaries and related, which are allocated on the basis of estimates of time and
effort; and occupancy, training, office supplies, equipment leases, insurance and telephone
expenses, which are allocated in accordance with the distribution of salaries and related costs.

Advertising Costs

MWLS expenses advertising costs as incurred. Total advertising costs for the years ended June
30, 2023 and 2022, were $5,670 and $2,564, respectively, and are included in miscellaneous
expense in the accompanying statements of functional expenses.

Donated Goods and Services

Donated goods and services represent time spent by various attorneys in the Metro-West area
of Massachusetts in connection with MWLS's programs and other services and donated goods at
MWLS’s special events. 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 MWLS. These services are based upon
the estimated fair value assigned to them by the donating individuals, organizations or by
management. Donated goods are valued based upon management’s estimate of fair market
value at the time of donation. Donated goods and services do not have donor-imposed
restrictions and are recognized as both support and expense.
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Donated Goods and Services (Continued)

The estimated fair value of these contributions of nonfinancial assets (donated goods and
services) was as follows for the years ended June 30:

2023 2022
Services - legal S 337,860 S 293,700
Goods - auction items 7,128 9,032

5 344988 5 302,732

Income Taxes

MWLS accounts for uncertainty in income taxes in accordance with ASC Topic, Income Taxes.
This standard clarifies the accounting for uncertainty in tax positions and prescribes a
recognition threshold and measurement attribute for the financial statements regarding a tax
position taken or expected to be taken in a tax return. MWLS has determined that there are no
uncertain tax positions which qualify for either recognition or disclosure in the financial
statements at June 30, 2023 and 2022. MWLS’s information returns are subject to examination
by Federal and state jurisdictions.

Subsequent Events

Subsequent events have been evaluated through October 19, 2023, which is the date the
financial statements were available to be issued. There were no events that met the criteria for
recognition or disclosure in the financial statements.

3. LEASES

MWLS has a lease agreement for office space that was set to expire on October 31, 2023, with
monthly rental payments of $7,900 through October 31, 2022, at which point the payments
increased to $8,295 through the end of the lease. During fiscal year 2023, MWLS exercised its
option to extend the lease through October 31, 2025, which resulted in the recognition of
additional ROU assets - operating and operating lease liabilities of $190,198. Under the terms of
the agreement, MWLS is responsible for its share of real estate taxes and utilities and
maintenance costs. Lease expense was $97,960 and $94,800 for the years ended June 30, 2023
and 2022, respectively.

MWLS also leases equipment under an operating lease agreement that expires in June 2025 that
requires monthly payments of $576. Lease expense was $6,908 for the years ended June 30,
2023 and 2022.

Total operating lease cost was $104,868 for the year ended June 30, 2023, and is included in
occupancy and equipment leases and others in the accompanying 2023 statement of functional
expenses. Short-term lease cost and variable lease cost were $12,047 and $2,052, respectively,
and are included in equipment leases and others in the accompanying statement of functional
expenses.

Cash paid for amounts included in the measurement of operating lease liabilities for the year
ended June 30, 2023, was $104,868.

Weighted Average Information

Weighted-average remaining lease term (years) 2.25
Weighted average discount rate 2.82%
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

3. LEASES (Continued)
Maturities of Lease Liabilities
The maturities of lease liabilities as of June 30, 2023, are as follows:

2024 $ 106,219
2025 106,219
2026 33,737

Total future undiscounted lease payments 246,175
Less - present value discount 7,592
Present value of operating lease liabilities 238,582
Less - current portion 101,037

Operating lease liabilities, net of current portion $ 137,545

Adoption of Topic 842 using the optional transition method requires MWLS to provide relevant
disclosures in accordance with ASC Topic 840, Leases for all prior periods presented. The
following is a schedule of future minimum lease payments in accordance with the lease
agreements as of June 30, 2022:

2023 $ 104,440
2024 39,660
2025 6,480

$ 150,580

4. FUNDING

MLAC provides a significant portion of MWLS's total revenue (approximately 56% and 58% for
the years ended June 30, 2023 and 2022, respectively, before donated goods and services).
MLAC is a nonprofit organization created by the Massachusetts Legislature to provide financial
support for legal assistance programs. MLAC's distributions to MWLS and other legal assistance
programs are subject to state appropriations, interest earned on Lawyer Trust Accounts, and
other restrictions imposed by MLAC’s donors/grantors. During fiscal years 2023 and 2022,
MLAC awarded MWLS $2,436,826 and $1,949,798, respectively, which is included in grants and
contributions and government grants and contracts in the accompanying statements of
activities and changes in net assets. All of MWLS's grants from MLAC are awarded annually and
consist of funds for general support and program specific activity.

Under MWLS’s agreements with MLAC, MWLS agrees to follow MLAC's restrictions with respect
to the use or disposition of net assets, records, equipment, supplies, or property purchased with
MLAC funds. This will be applicable if MWLS's funding is terminated before the expected
expiration date of the annual contract, or if MWLS ceases to receive funds from MLAC after the
funding period.

The following table reflects the largest funders representing accounts and grants receivable as

of June 30:
2023 2022
MetroWest Health Foundation 29% 37%
MLAC 29% 18%
Department of Public Health 16% 21%
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

SUB-GRANT AGREEMENT

MWLS is a sub-recipient of an award originating from the Legal Service Corporation (LSC), a
nonprofit organization that provides funding for civic legal aids. The award is passed through
the Volunteer Lawyer Project (VLP), a nonprofit organization. MWLS must comply with specified
LSC rules, regulations and program guidelines, which are monitored by VLP. The amounts
awarded and earned in fiscal years 2023 and 2022 were $53,273 and $50,718, respectively, and
are included in government grants and contracts in the accompanying statements of activities
and changes in net assets. This funding is subject to audit by LSC and VLP. In the opinion of
management, the results of such audits, if any, will not have a material effect on the financial
position of MWLS as of June 30, 2023 or 2022, or the changes in its net assets for the years then
ended.

INVESTMENTS

The following tables present MWLS's investments, by level within the fair value hierarchy (see
Note 2), as of June 30:

2023
Level 1 Level 2 Level 3 Total
Money market funds S 220,882 S - S - S 220,882
Fixed income:
Corporate bonds - 733,578 - 733,578
Government bonds 443,609 - - 443,609
Exchange traded products 100,510 - - 100,510
Certificates of deposit 99,709 - - 99,709
Total fixed income 864,710 733,578 - 1,598,288
Equities:
Exchange traded products 996,984 - - 996,984
Total $ 1,861,694 S 733,578 S - S 2,595,272
2022
Level 1 Level 2 Level 3 Total
Money market funds S 138,338 S - S - S 138,338
Fixed income:
Corporate bonds - 826,522 - 826,522
Government bonds 197,401 - - 197,401
Total fixed income 335,739 826,522 - 1,162,261
Equities:
Exchange traded products 668,804 - - 668,804
Total $ 1,004,543 S 826,522 S - S 1,831,065

MWLS’s investment income (loss) for the years ended June 30, 2023 and 2022, consisted of the
following:

2023 2022
Unrealized gains (losses) on investments S 56,177 S (136,834)
Interest and dividends, net of fees 51,361 30,127
Investment income (loss), net S 107,538 S (106,707)
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

10.

11.

INVESTMENTS (Continued)

Investment securities, in general, are exposed to various risks, such as interest rate, credit and
overall market volatility. Due to the level of risk associated with certain investment securities, it
is reasonably possible that changes in the values of investment securities will occur in the near
term and those changes could materially affect the amounts reported in the financial
statements. Investments are intended to be utilized for long-term purposes and are generally
not used for operations except for specifically approved withdrawals.

CLIENT ESCROW FUNDS

MWLS maintains and administers client funds relative to cases that are currently in litigation.
The amounts are paid out as directed by the clients. The amount held in escrow was $186,032
and $95,236 at June 30, 2023 and 2022, respectively.

CONDITIONAL GRANTS

During fiscal years 2023 and 2022, MWLS received government grants and contributions that
contained conditions that represent a barrier that must be overcome, as well as a right of return
of assets or release from obligations. MWLS recognizes these government grants and
contributions when conditions are met. Conditional promises to give relating to these
government grants and contracts at June 30, 2023 and 2022, consist of cost reimbursable
contracts totaling $141,031 and $320,594, respectively. MWLS is required to incur qualifying
expenses in order to satisfy these conditions. MWLS expects to meet these conditions through
fiscal year 2024, at which point the underlying revenue will be recognized.

CONCENTRATION OF RISK

MWLS maintains its cash balances in Massachusetts banks. The Federal Deposit Insurance
Corporation (FDIC) insures balances at each bank up to certain amounts. At certain times during
the year, balances exceeded the insured amounts. MWLS has not experienced any losses in
such accounts. MWLS believes it is not exposed to any significant credit risk on its operating
cash balances.

RETIREMENT PLAN

MWLS sponsors a defined contribution retirement plan under IRC Section 403(b) for qualified
employees. Employee contributions vest immediately. Under the terms of the plan, MWLS may
make matching contributions at its discretion. MWLS made matching contributions totaling
$78,214 and $71,205 for the years ended June 30, 2023 and 2022, respectively, which are
included in fringe benefits in the accompanying statements of functional expenses.

LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

MWLS's financial assets available within one year from the statements of financial position date
for general operating expenses are as follows at June 30:

2023 2022
Cash and cash equivalents S 1,045,374 $ 1,285,913
Current portion of accounts and grants receivables 511,960 486,136
1,557,334 1,772,049
Less - net assets with purpose donor
restrictions (see page 9) (437,809) (462,393)

Total financial assets to meet cash needs for
general expenditures within one year $ 1,119,525 S 1,309,656
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METROWEST LEGAL SERVICES, INC.

Notes to Financial Statements
June 30, 2023 and 2022

11. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS (Continued)

MWLS has a policy to structure its financial assets to be available and liquid as its obligations
become due. As of June 30, 2023 and 2022, MWLS has financial assets equal to approximately
four and five months, respectively, of operating expenses (excluding donated goods and services
and depreciation). It is the intention of management to maintain MWLS's investments for long-
term purposes. However, the investments could be liquidated for short-term cash flow needs.

12. RECLASSIFICATION

Certain amounts in the fiscal year 2022 financial statements have been reclassified to conform
with the fiscal year 2023 presentation.
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METROWEST LEGAL SERVICES, INC.

Supplementary Information - Statement of Activities and Changes in Net Assets Without Donor Restrictions

For the Year Ended June 30, 2023

Operating Revenue and Support:
Grants and contributions
Government grants and contracts
Donated goods and services
Fundraising and special events
Interest and other income
Total operating revenue and support

Operating Expenses:
Salaries and related:
Salaries - attorneys
Salaries - other
Fringe benefits
Payroll taxes
Total salaries and related before donated services

Donated services
Total salaries and related

Other:
Contracted services
Occupancy
Professional fees
Equipment maintenance
Program litigation fees
Equipment leases and others
Training
Special events
Insurance
Licenses, fees and membership dues
Travel
Postage and printing
Office supplies
Books and subscriptions
Miscellaneous
Telephone
Client assistance funds
Total other

Total operating expenses
Changes in net assets from operations

Non-Operating Revenue and Expenses:
Investment income, net

Changes in net assets

Net Assets Without Donor Restrictions:
Beginning of year

End of year

Without Donor Restrictions

Volunteer Total
Lawyer Without Donor
Project Other Restrictions

S - $ 2,682,216 $ 2,682,216

53,273 1,382,755 1,436,028
337,860 7,128 344,988
- 123,638 123,638

- 25,756 25,756
391,133 4,221,493 4,612,626
49,692 1,700,401 1,750,093
- 529,081 529,081

6,555 515,466 522,021
3,806 187,810 191,616
60,053 2,932,758 2,992,811
337,860 7,128 344,988
397,913 2,939,886 3,337,799
400 360,550 360,950
3,484 114,094 117,578

- 47,900 47,900

- 40,121 40,121

- 33,965 33,965

390 28,139 28,529

- 25,154 25,154

- 25,051 25,051

292 21,059 21,351
361 17,425 17,786
139 16,107 16,246
124 15,351 15,475

- 10,955 10,955

- 10,761 10,761

- 8,923 8,923

- 4,710 4,710

- 1,141 1,141

5,190 781,406 786,596
403,103 3,721,292 4,124,395
(11,970) 500,201 488,231
- 107,538 107,538
(11,970) 607,739 595,769
(40,847) 2,765,165 2,724,318
S (52,817) S 3,372,904 S 3,320,087
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