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van Rijn & Associates
A PROFESSIONAL ACCOUNTANCY CORPORATION

Independent Auditor’s Report

To the Board of Directors of
Chico Housing Action Team
Chico, California

Report on the Financial Statements

We have audited the accompanying financial statements of Chico Housing Action Team (a nonprofit
corporation), which comprise the statement of financial position as of June 30, 2021, and the related statements
of activities, functional expenses, and cash flows for the year then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Chico Housing Action Team as of June 30, 2021, and the changes in its net assets and its cash flows

for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

VAN RIJN & ASSOCIATES, P.C.
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Office address: 200 N. Westlake Boulevard, Suite 204, Westlake Village, California 91362
Mailing address: 543 Country Club Drive, B124, Simi Valley, CA 93065
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CHICO HOUSING ACTION TEAM
STATEMENT OF FINANCIAL POSITION

AS OF JUNE 30, 2021
ASSETS
Current assets:

Cash and cash equivalents $ 3,933,170

Accounts receivable, net of
allowance for doubtful accounts of $2,638 117,255
Inventory 109
Prepaid expenses 68,779
Total current assets 4,119,313

Property and equipment, net of

accumulated depreciation of $64,230 1,684,709
Security deposits receivable 65,795
Total assets $ 5,869,817

LIABILITTES AND NET ASSETS

Current liabilities:

Accounts payable $ 28,700
Accrued expenses 15,849
Mortgage notes payable, current portion 43,745

Total current liabilities 88,294

Long-term liabilities:

Security deposits payable 49,240
Mortgage notes payable, related parties 761,415
Total liabilities 898,949

Net assets:

Without donor restrictions

Undesignated 4,128,044
With donor restrictions

Purpose restrictions 842,824

Total net assets 4,970,868

Total liabilities and net assets $ 5,869,817

See notes to financial statements.



CHICO HOUSING ACTION TEAM
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2021

Without Donor  With Donor
Restrictions Restrictions Total

Revenue

Contributions $ 3,479,286 $ 60,000 $ 3,539,286

Donated goods and services 114,537 114,537

Grants 313,590 1,097,796 1,411,386

Housing income 620,063 620,063

Real estate rental income 7,855 7,855

Miscellaneous income 10,104 10,104

PPP loan forgiven 12,413 12,413

Interest income 1,292 1,292

Net assets released from restrictions:

Satisfaction of purpose restriction 526,724 (526,724)

Total revenue 5,085,864 631,072 5,716,936
Expenses

Program services 1,332,224 1,332,224

Support services - management and general 365,702 365,702
Total expenses 1,697,926 1,697,926
Change in net assets 3,387,938 631,072 4,019,010
Net assets, beginning of year 740,106 211,752 951,858
Net assets, end of year 4,128,044  § 842824 § 4,970,868

See notes to financial statements.




CHICO HOUSING ACTION TEAM
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2021

Program Management Total

Services and General Expenses
Housing and food expenses $ 723,341 $ 723,341
Salaries and wages 197,160 212,070 409,230
Payroll taxes and benefits 17,264 21,986 39,250
Occupancy 191,636 23,516 215,152
Donated supplies 101,035 101,035
Insurance 5,533 33,296 38,829
Depreciation 22,442 9,971 32,413
Information technology 23,033 8,365 31,398
Interest expense 23,848 23,848
Fees for services 9,341 13,557 22,898
Office expenses 21,292 21,292
Bad debt expense 17,591 17,591
Advertising 8,792 8,792
Professional development 7,444 7,444
Travel expenses 5,413 5,413
Total Expenses $1,332,224 $ 365,702 $1,697,926

See notes to financial statements.



CHICO HOUSING ACTION TEAM
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2021

Cash flows from operating activities:

Change in net assets $ 4,019,010
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation 32,413
Change in allowance for doubtful accounts 2,638
PPP loan forgiven (12,413)
Loss on fixed asset disposal 530
Changes in assets and liabilities:
Increase in accounts receivable (31,051)
Decrease in inventory 2,964
Increase in prepaid expenses (55,794)
Increase in security deposits (7,425)
Increase in accounts payable 43,621
Decrease in accrued expenses (863)
Decrease in security deposits payable (3,490)
Total adjustments (28,870)
Net cash provided by operating activities 3,990,140
Cash flows from investing activities:

Acquisition of property and equipment (426,743)
Net cash used by investing activities (426,743)
Cash flows from financing activities:

Principal payments on long term debt (30,249)
Net cash used by financing activities (30,249)
Net increase in cash and cash equivalents 3,533,148
Cash and cash equivalents, beginning of year 400,022
Cash and cash equivalents, end of year $ 3,933,170
Supplemental disclosure of cash flows information:

Cash paid during the year for:

Interest $ 23,848
Supplemental Discloser of Non-Cash Investing Activities
and Non-Cash Financing Activities:
Property acquired using long-term debt $ 450,000

See notes to financial statements.




CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 1 — Organization and Nature of Business

Chico Housing Action Team (the Organization) is a non-profit organization described in Section 501 (c) (3) of
the Federal Internal Revenue Code and corresponding California Revenue and Taxation Code. The Organization
is located in Chico, California.

Chico Housing Action Team (CHAT) is organized for the purpose of providing housing to those in the
community, who lack housing, including very low-cost permanent housing, transitional housing, emergency cold
weather shelters, low barrier shelters for people and other needs for the homeless in the area. The Organization
obtains food donations from local businesses and food banks to sort, package, and deliver to most of the housing
residences. The Organization also receives donated furniture, appliances, and housewares to repair and maintain
for the housing units.

Note 2 — Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles for not-for-profit organizations.

Financial Statement Presentation

Chico Housing Action Team follows the provisions of FASB ASU 2016-14, Topic 958, Presentation of Financial
Statements of Not-for-Profit Entities, which establishes standards for general-purpose external financial statements.
FASB ASC 958 requires a not-for-profit organization to present the statement of financial position amounts for
two classes of net assets at the end of the period, present the statement of activities amount of the change in each
of the two classes of net assets, provide enhanced disclosures about the amounts and purposes of governing
board designations and the composition of net assets with donor restrictions at the end of the period, provide
qualitative and quantitative information of liquid resources available to meet cash needs for general expenditures
within one year of the balance sheet date, present amounts of expenses by both their natural classification and
their functional classification, and provide the method(s) used to allocate costs among program and support
functions.

Under the above provisions, net assets and revenues, and gains and losses are classified based on the existence
or absence of donor-imposed restrictions. Accordingly, the net assets of Chico Housing Action Team and
changes therein are classified as follows:

Net assets without donor restrictions - net assets that are not subject to donor-imposed restrictions and may
be expended for any purpose in performing the primary objectives of the Organization. The Organization’s
board may designate assets without restrictions for specific operational purposes from time to time.

Net assets with donor restrictions — net assets subject to stipulations imposed by donors, and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the Organization
or by the passage of time. Other donor restrictions are purpose restricted, where by the donor has stipulated
the funds be used for specified activities.

Net asses with donor restrictions are reclassified as net assets without donor restriction in the statement of
activities when donor-imposed restrictions have been fulfilled.



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 2 — continued

Use of Estimates

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 and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting year. Actual results could differ from those estimates.

Fair Value Measurements

The Organization uses a three-tier fair value hierarchy which prioritizes the inputs used in measuring fair value.
These tiers include Level 1, defined as observable inputs such as quoted market prices in active markets; Level 2,
defined as inputs other than quoted prices in active markets that are either observable directly or indirectly
through market corroboration, for substantially the full term of the financial instrument; and Level 3, defined as
unobservable inputs in which little or no market data exits, therefore requiring an entity to develop its own
assumptions.

The carrying amount of the Organization’s cash and cash equivalents, accounts receivable, accounts payable, and
accrued liabilities approximates fair value because of their generally short maturities; accordingly, they are valued
using Level 1 inputs. The carrying amount of long-term mortgage notes payable approximates fair value as the
interest rates approximate market rates. For other assets and liabilities not otherwise carried at fair value, fair
value approximates carrying value due to the current nature of such assets and liabilities.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers cash and all highly liquid debt
instruments purchased with maturity of three months or less to be cash equivalents.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable includes program rental fees. Management establishes an allowance for uncollectible
amounts based upon historical experience. Management monitors this reserve on an ongoing basis and adjusts
the allowance as appropriate. Accounts are reviewed regularly and written off when they are deemed to be
uncollectible.

Inventory
Inventory consists of fundraising supplies. Inventory is valued at lower of cost or market.

Property and Equipment

Property and equipment are stated at cost, if purchased, or, if donated, the fair market value at the date of
donation. Depreciation is computed on the straight-line method over an estimated useful life of the assets,
generally 5 to 27.5 years for property and equipment. Leasehold improvements are stated at cost and amortized
on the straight-line method over their estimated useful life, approximately 15 years. Property, equipment, major
repairs and betterments in excess of $2,500 are capitalized and depreciated over their estimated useful life.
Repairs and maintenance are charged to expense as incurred.



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 2 — continued

Compensated Absences

A liability for compensated absences has been accrued for employee vacations and is included in accrued
expenses.

Contributions and Grants

Chico Housing Action Team records contributions and grants as either without donor restrictions or with donor
restrictions if donor stipulations limit the use of or the time period for the use of the donated assets. When a
donor stipulated time restriction comes to an end or the purpose restriction is accomplished, net assets with
donor restrictions are reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restriction.

Donated Goods and Services

Donated goods for housing and food programs are valued at the lower of estimated cost or current value.

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. Donated services are recorded at their estimated fair value at the date of receipt.

For the year ended June 30, 2021, the Organization received donated food from local grocery stores and food
banks valued at $67,495, donated furniture and household items valued at $27,295, donated vehicles valued at
sales of $13,502, and miscellaneous goods and services valued at $6,245, for a total of $114,537.

Revenue Recognition

The Organization’s revenue is derived from contributions, grants, housing income, and donated goods and
services provided to support various housing programs to the community.

Revenues are recognized based on accrual accounting in accordance with generally accepted accounting principles
(GAAP). Revenues are recognized when earned (or when donations are made), regardless of the timing of cash
receipts.

The Organization identifies a contract for revenue recognition when there is approval and commitment from
both parties, the rights of the parties and payment terms are identified, the contract has commercial substance,
and the collectability of the consideration is probable. The Organization evaluates each contract to determine
the number of distinct performance obligations in the contract, which request the use of judgement. Revenue
associated with distinct services and fees are recognized at the point of time when they are incurred.

Housing income primarily consists of rental income of $602,914 received from temporary month-to-month
contracts; accordingly, the revenue is recognized as earned on a monthly basis.

Grant income from various community foundations and municipalities is received with donor purpose restrictions
for the housing programs. Grant income is recognized when received.

10



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 2 — continued

Advertising

The Organization expenses advertising costs as incurred at the time the advertising takes place. There are no
prepaid advertising expenses as of June 30, 2021.

Income Taxes

The Organization was organized in California and is exempt from income taxes under Section 501 (c) (3) of the
Internal Revenue Code and corresponding provisions of the California Revenue and Taxation Code.
Accordingly, there is no provision for Federal income tax or California franchise tax. The Organization files its
income tax returns on a fiscal year basis; and accordingly, the Organization’s tax return for the year ended June
30, 2019 and subsequent are subject to examination by the tax authorities.

Functional Allocation of Expenses

The cost of providing various programs and activities have been summarized on a functional basis in the
statement of functional expenses. Accordingly, certain costs have been allocated among the program and support
services benefited. Such allocations are determined by management on an equitable basis.

Expenses are allocated as follows:

Expense Method of Allocation
Housing and food expenses Direct Costs

Salaries and wages Time and Effort
Payroll taxes and benefits  Time and Effort
Occupancy Square Footage Allocation and Driect Costs
Donated supplies Direct Costs
Insurance Time and Effort
Depreciation Direct Costs
Information technology Direct Costs

Interest expense Direct Costs

Fees for services Direct Costs

Office expense Direct Costs

Bad debt expense Direct Costs
Advertising Direct Costs

Professional development  Direct Costs
Travel expenses Direct Costs

11



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 3 — Property and Equipment

Property and equipment consists of the following as of June 30, 2021:

Land and land improvements $ 851,178
Buildings and building improvements 544,818
Furniture and fixtures 16,540
Appliances and equipment 40,398
Vehicles and trailers 56,738
Construction in progress 239,267

1,748,939
Accumulated depreciation (64,230)

$ 1,684,709

Depreciation expense was $32,413 for the year ended June 30, 2021.

Note 4 — Net Assets with Donor Restrictions

As of June 30, 2021, total net assets with donor restrictions of $842,824 is comprised of the following housing

programs:

$681,232 CHAMP (Camp Fire Housing Access Model Program)
To serve approximately 56,000 residents displaced by the 2018 Camp Fire

$ 98,133 Everhart Village

To support homeless individuals with mental illness

$ 63,459 Redwood Student Housing

To assist homeless and low-income students with housing assistance and case management

Note 5 — Payroll Protection Program

On April 30, 2020, the Organization received $12,413 from the Paycheck Protection Program (PPP) established
by the CARES Act and implemented by the Small Business Administration. The loan required monthly payments
of $699, with an interest rate of 1.0%, beginning November 30, 2020. Loan payments were delayed upon
submission of the forgiveness application on October 29, 2020. The PPP loan required the funds to be used for
payroll and other certain expenses. Based on the usage of the required expenses, the Organization received
forgiveness for the entire loan on December 3, 2020. Accordingly, the total PPP loan forgiven is reported as

revenue for the year ended June 30, 2021.

12



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2021

Note 6 — Notes Payable

The Organization purchased four residential homes and one office building with long-term mortgage loans

payable to various board members.

At June 30, 2021, long-term mortgage notes payable consists of the following:

Mortgage notes payable in monthly installments
of $990 beginning October 1, 2019, including
interest at 5.0%, maturity date September 1, 2039.
Secured by residential property located at:

1117 Elmer St, Chico, CA

Mortgage notes payable in monthly installments
of $909 beginning February 1, 2019, including
interest at 4.0%, maturity date January 1, 2029.
Secured by residential property located at:

138 West 21st, Chico, CA

Mortgage notes payable in monthly installments
of $1,012 beginning February 1, 2020, including
interest at 4.0%, maturity date September 1, 2030.
Secured by residential property located at:

1179 East 9th, Chico, CA

Mortgage notes payable in monthly installments
of $1,664 beginning December 1, 2020, including
interest at 3.0%, maturity date October 1, 2040.
Secured by residential property located at:

934 Pine St, Chico, CA

Mortgage notes payable in monthly installments
of $1,448 beginning February 1, 2021, including
interest at 3.0%, maturity date January 1, 2031.

Secured by office property located at:

22 Williamsburg Lane, Chico, CA

Less current portion

$ 142,008

137,568

87,423

293,555

144,606

$ 805,160

(43,745)
$ 761,415

13



CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 6 — continued

The aggregate amount of maturities for long-term mortgage notes payable are as follows:

Year ended June 30,

2022 § 43,745

2023 45,325

2024 46,964

2025 48,664

2026 50,429

Thereafter 570,033

$ 805,160

Subsequent to June 30, 2021, the Organization purchased two residential houses with mortgage notes payable
due to board members for the combined total of $1,180,000, see Footnote 11 — Subsequent Events.

Note 7 — Commitments

The Organization is in partnership with California State University, Chico (CSUC) to provide housing assistance
and co-located housing related case management to achieve housing security for sixteen (16) eligible CSUC
students during each calendar year from July 1, 2020 to June 30, 2023. Funding for this partnership is provided
by the State of California, through Assembly Bill 74 (AB-74), College-Focused Rapid Rebousing.

The Organization rents approximately 41 housing units on a month-to-month basis and subleases the units for
temporary housing on a month-to-month basis.

The Organization rents a warchouse facility under a three-year operating lease that commenced on March 1, 2021
and terminates on February 28, 2024. The lease requires monthly rent payments of $920.

The Organization is obligated for the following minimum rental payments under the operating leases as follows:

Year ended June 30,
2022 ¢ 11,040
2023 11,040
2024 7,360
$ 29,440

For the year ended June 30, 2021, facility rent expense was $23,516.
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CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 8 — Concentration of Credit Risk

The Organization maintains its cash in bank deposit accounts which, as of June 30, 2021, and at times throughout
the year, were not fully insured by the Federal Deposit Insurance Corporation (FDIC). The total of uninsured
cash balances as of June 30, 2021 is $1,759,897. Balances fluctuate with uninsured cash throughout the year.
The Organization has not experienced any losses in these accounts. The Organization believes it is not exposed
to any significant credit risks with respect to these accounts.

Note 9 — Management of Liquidity

The Organization is substantially supported by unrestricted income. Thus, financial assets are available for
general expenditures within one year. As part of 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 come due.
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. For purposes of analyzing
resources available to meet general expenditures over a twelve-month period, the Organization considers all
expenditures related to its ongoing program activities as well as the conduct of services undertaken to support
those activities to be general expenditures.

The following reflects the Organization’s financial assets as of the balance sheet date, reduced by amounts not
available for general use because of donor-imposed restrictions within one year of the balance sheet date.

Cash and cash equivalents $ 3,933,170
Accounts receivable, net of allowance 117,255
Financial assets, at year end 4,050,425

Less those unavailable for general expenditures within one year, due to:
Donor imposed restrictions:

Restricted by donor with purpose restrictions (842,824)

Financial assets available to meet cash needs for general
expenditures within one year $ 3,207,601

Note 10 — Related Party Transactions

The Organization has related parties among the governing board, the President is married to the Vice President.
The Organization does not compensate any board members for their service.

On October 1, 2019, the Organization received a mortgage loan from three board members of the Organization.
The loan amount was $150,000, with a due date of September 1, 2039, $990 monthly payments, and annual

interest of 5%. During the year ended June 30, 2021, principal payments and interest payments were made of
$4,652 and $7,227, respectively.

On February 1, 2019, the Organization received a mortgage loan from two board members of the Organization.
The loan amount was $150,000, with a due date of January 1, 2029, $909 monthly payments, and annual interest
of 4%. During the year ended June 30, 2021, principal payments and interest payments were made of $5,290 and
$5,018, respectively.
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CHICO HOUSING ACTION TEAM
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021

Note 10 — continued

On January 1, 2020, the Organization received a mortgage loan from two board members of the Organization.
The loan amount was $100,000, with a due date of September 1, 2030, $1,012 monthly payments, and annual
interest of 4%. During the year ended June 30, 2021, principal payments and interest payments were made of
$8,468 and $3,682, respectively.

On December 1, 2020, the Organization received a mortgage loan from one board member of the Organization.
The loan amount was $300,000, with a due date of October 1, 2030, $1,664 monthly payments, and annual
interest of 3%. During the year ended June 30, 2021, principal payments and interest payments were made of
$6,445 and $5,300, respectively.

On February 1, 2021, the Organization received a mortgage loan from one board member of the Organization.
The loan amount was $150,000, with a due date of January 1, 2031, $1,448 monthly payments, and annual interest
of 3%. During the year ended June 30, 2021, principal payments and interest payments were made of $5,394 and
$2,021, respectively.

Note 11 — Subsequent Events

On November 12, 2021, the Organization purchased a residential property for the housing program with a cash
purchase of $240,000.

On December 1, 2021, the Organization purchased a residential property for the housing program and received
a mortgage loan from one board member of the Organization. The loan amount is $530,000, with a due date of
November 1, 2036, $4,191 monthly payments, and annual interest of 5%.

On February 6, 2022, the Organization purchased a residential property for the housing program and received a
mortgage loan from one board member of the Organization. The loan amount is $650,000, with a due date of
January 6, 2041, $4,471 monthly payments, and annual interest of 5.5%.

Management has evaluated the impact of all other subsequent events through the date the financial statements

were available to be issued (July 27, 2022) and has determined that there were no subsequent events requiring
adjustment or disclosure in the financial statements.
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