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San Francisco, Califomia 94105 FAX: (415) 896-0584

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Bay Area Community Services, Inc.
Oakland, California

Report on Financial Statements
We have audited the accompanying consolidated financial statements of Bay Area Community
Services, Inc., which comprise the consolidated statement of financial position as of June 30,
2013, and the related consolidated statement of activities, consolidated statement of functional
expenses and consolidated statement of 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 consolidated
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 consolidated financial statements based on
our audit. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Organization'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
Organization’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 consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Bay Area Community Services, Inc. as of June 30,
2013, 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.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 19, 2013, on our consideration of Bay Area Community Services, Inc.’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Bay Area Community Services, Inc.’s internal
control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited the Bay Area Community Services, Inc.'s 2012 consolidated
financial statements, and our report dated November 2, 2012, expressed an unqualified opinion
on those audited consolidated financial statements. In our opinion, the summarized
comparative information presented herein as of and for the year ended June 30, 2012, is
consistent, in all material respects, with the audited consolidated financial statements from

which it was derived.
Yot Bt + oz

San Francisco, California
December 19, 2013



BAY AREA COMMUNITY SERVICES, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2013 AND 2012

Assets:

Cash and cash equivalents (Note 2)
Accounts receivable

Support receivable - contracts

Pledges

Prepaid and deposits

Property and equipment (Note 3 and 13)
Contributed real estate

Total Assets

Liabilities and Net Assets:

Accounts payable
Accrued liabilities

Client deposits
Unearned support

Short and long term debt

Total Liabilities

Net Assets

Unrestricted
Temporarily restricted

Total Net Assets

Total Liabilities and Net Assets

2013 2012
1,727,785 800,890
218,557 92,800
879,499 1,617,356
- 30,000
90,599 91,980
4,031,161 3,745,113
27,200 27,200
6,974,801 6,405,339
811,674 865,130
949,599 087,774
29,471 29,300
117,460 -
1,511,471 1,628,875
3,419,675 3,511,079
3,477,372 2,778,321
77,754 115,939
3,655,126 2,894,260
6,974,801 6,405,339

See notes to financial statements
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BAY AREA COMMUNITY SERVICES, INC.
CONSOLIDATED STATEMENTS OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2013
WITH SUMMARIZED COMPARATIVE TOTALS FOR 2012

PUBLIC SUPPORT AND OTHER REVENUE
Public Support:
Contributions
Foundations
United Way
Government contracts

Total public support

Other Revenue:
Program service fee
Investment/interest income
Miscellaneous
Forgiveness of HCD loan
In-kind contributions

Total other revenue
Net assets released from restriction (Note 8)
TOTAL PUBLIC SUPPORT AND REVENUE

EXPENSES
Program services
Management and general
Fund-raising

TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, beginning of year

NET ASSETS, end of year

See notes to financial statements

Temporary 2013 2012

Unrestricted Restricted Total Total
$ 116,875 $ 54394 ¢ 171,269 $ 154,600
48,058 223,600 271,658 322,695
- 209 209 -
7,184,243 - 7,184,243 7,842,874
7,349,176 278,203 7,627,379 8,320,169
1,110,322 - 1,110,322 962,075
6,266 - 6,266 638
192,961 - 192,961 29,300
84,744 - 84,744 -
120,804 - 120,804 187,200
1,515,097 - 1,515,097 1,179,213
316,388 (316,388) - -
9,180,661 (38,185) 9,142,476 9,499,382
7,536,775 - 7,536,775 8,367,649
853,380 - 853,380 859,955
91,455 - 91,455 43,629
8,481,610 - 8,481,610 9,271,233
699,051 (38,185) 660,866 228,149
2,778,321 115,939 2,894,260 2,666,111
$ 3477372 $ 77,754 $ 3555126 § 2,894,260
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BAY AREA COMMUNITY SERVICES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2013

WITH SUMMARIZED COMPARATIVE TOTALS FOR 2012

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets

Adjustments to reconcile change in net assets to net cash provided
by operating activities:

Depreciation
Net loss on sale of assets

Decrease (increase) in:
Accounts and contracts receivable
Pledges
Inventory
Prepaid and deposits
Increase (decrease) in:
Accounts payable
Accrued liabilities and deposits
Unearned support

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment

NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of long-term borrowings

NET CASH USED BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the year for interest and mortgage interest

See notes to financial statements
-6-

2013 2012
$ 660,866 $ 228149
185,268 228,074
- 42,314
612,100 (931,988)
30,000 (30,000)
: 7,726
1,381 6,055
(53,456) 463,386
(38,004) (77,124)
117,460 .
1,515,615 (63,408)
(471,316) (380,818)
(471,316) (380,818)
(117,404) (166,844)
(117,404) (166,844)
926,895 (611,070)
800,890 1,411,960
$ 1,727,785  $ 800,890
$ 83,841 $ 96,058




NOTE 1:

BAY AREA COMMUNITY SERVICES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013

GENERAL

Bay Area Community Services, Inc. (BACS) is a not-for-profit corporation organized to
provide a variety of social services to Alameda County residents, who are either elderly
or adults who suffer from severe or persistent mental iliness.

BACS is funded principally by contracts from various governmental agencies. It also
receives support from foundations, individual donations and client fees.

BACS operates the following programs:

Crisis Residential Program - provides crisis treatment services for adults with severe
and persistent mental iliness. Funding is provided by Alameda County.

Case Management - provides supportive services such as daily living skills and linkages
to numerous community resources to adults with severe and persistent mental illness
throughout Alameda County. Funding is provided by Alameda County.

Supported Independent Living Program - provides transitional housing and supportive
services to adults with mental iliness enabling them to live independently. Funding is
provided by grants, rental fees and service fees. This program also includes the
activities of East Bay Transitional Homes, Inc. (EBTH), a related legal corporation
established by BACS to develop a Housing and Urban Development (HUD) Section 202
housing project.

Wellness Centers - provide a constellation of wellness and recovery programs to adults
with severe and persistent mental illness. These programs include Wellness Recovery
Action Plans, employment services, case management, psychiatric and community
integration. Program activities provide hope for adults with serious mental illness and
support empowerment, self-responsibility, and achieving a meaningful role in life.
Funding is provided by Alameda County, by the cities of Alameda, Hayward, Fremont,
Union City, Dublin, and by contributions from individuals, community organizations and
foundations.

North County Senior Homeless Program - provides supportive services such as daily
living skills, housing placements, access to health care and linkages to numerous
community resources to seniors with severe and persistent mental illness who are
homeless or at risk of becoming homeless in North Alameda County. Funding is
provided by rental fees and Alameda County.

Senior Nutrition Program The Senior Nutrition Program continues to serve nearly
110,000 hot meals annually to older adults in the Meals on Wheels program and 90,000
meals through congregate meal programs. The program, funded by Alameda County
Area Agency on Aging relies heavily on program fees and fund raising to close the gap
between the actual costs and the contract awards. ACMOW provides a substantial
award each year.

Care Management - provides in-home assessment, arrangement of needed services,
and ongoing monitoring for low and moderate income elderly to prevent elder abuse and
premature institutionalization. Funding is provided by Alameda County Area Agency on
Aging, County of Alameda, foundations and contributions.

-7-



BAY AREA COMMUNITY SERVICES, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 1: GENERAL (Continued)

Adult Day Care Center - provides specialized group socialization activities to older adults
in Oakland, Alameda, Fremont, Union City and Newark. Funding is provided by
Alameda County Area Agency on Aging, Alameda County General Fund, California
Department of Education Nutrition Services, and ADSNAC, cities of Fremont and Union
City, Regional Center of the East Bay, Veterans Administration, service fees and
donations.

Lavender Seniors —Provides advocacy, direct services, and supports to frail LBGT
Seniors who are isolated and in need of a friendly visitor and other natural supports so
they stay in their homes and out of institutions. Funding provided by County of Alameda
Area Agency on Aging, City of Fremont, and donations.

Friendly Visitor Program - Provides advocacy, direct services, and supports to frail
seniors who are isolated and in need of a friendly visitor and other natural supports so
they stay in their homes and out of institutions. Funding provided by City of Hayward.

Youth Development Services —Provide individualized placement and support services as
well as prevention services for disenfranchised youth and young adults through
programs such as prevention and early intervention, employment and other supports.
The programs seek to improve education, employment, and wellness outcomes for
youth and families in the East Bay through integrated culturally appropriate programs.
Funding provided by County of Alameda, Oakland Privacy Industry Council, LaClinica
De La Raza and donations.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The accompanying consolidated financial statements have been prepared on the accrual

basis of accounting in accordance with generally accepted accounting principles.

Basis of Presentation

The Organization is required to report information regarding its financial position and
activities according to three classes on net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets,

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Agency considers all highly liquid debt

instruments purchased with an original maturity of three months or less to be cash
equivalents.

Grant and Contract Revenue Recognition

The majority of BACS revenue is derived from cost reimbursement contracts. Advances
received on these contracts are recorded as deferred revenue and recognized as
revenue as allowable costs are incurred. Revenue from fee for service contracts is
recognized when services are provided.



BAY AREA COMMUNITY SERVICES, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2013

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition
Contributions are recognized when the donor makes a pledge to give that is, in substance,

an unconditional promise. Contributions are recorded as unrestricted, temporarily
restricted or permanently restricted depending on the nature of the donor restrictions and
depending on whether the restrictions are met in the current period. Restricted
contributions are reported as increases in unrestricted net assets if the restrictions have
been met in the current fiscal period. If the restriction has not been met by the fiscal year
end, the amount is reported as an increase in temporarily or permanently restricted net
assets. When the restriction is finally met on a contribution received in a prior fiscal
period, the amount is shown as a reclassification of restricted net assets to unrestricted
net assets.

In-Kind Support
BACS records various types of in-kind support. Contributed professional services are

recognized if the services received (a) create or enhance long-lived assets or (b) require
specialized skills, provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation. The amounts reflected in the
accompanying consolidated financial statements as in-kind support are offset by like
amounts included in expenses or property and equipment.

Additionally, BACS receives some contributed time which does not meet the two
recognition criteria described above. Accordingly, the value of this contributed time is
not reflected in the accompanying consolidated financial statements (Note 7).

Pledges Receivable
Promises to give are considered fully collectible within one year.

Allowance for Bad Debts
Although BACS is on the allowance method, management has determined that an
allowance for bad debts is not required currently.

Use of Estimates

The preparation of the consolidated financial statements in conformity with U.S.
generally accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Inventory
Inventory is valued at the lower of cost or market, with cost determined on the first-in,

first-out method.

Property and Equipment
Property and equipment is stated at cost at the date of acquisition. Donated assets are

recognized at market value at the time of donation. Buildings and equipment are
depreciated on a straight-line basis over their estimated useful lives of fifteen to forty
years and three to five years, respectively.



NOTE 2:

NOTE 3:

BAY AREA COMMUNITY SERVICES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leases

Leases meeting certain criteria are considered to be capital leases and the related asset
and lease obligations are recorded at their present value in the financial statements.
Other leases not meeting such criteria are considered to be operating leases and the
related rentals are charged to expense as incurred.

Income Tax Status

BACS has received notice of exemption from income taxes under Section 501(c)(3) of
the Internal Revenue Code and Section 2370(d) of the California Revenue and Taxation
Code. Management believes BACS has no uncertain tax positions as of June 30, 2012.

Principles of Consolidation

The consolidated financial statements include the accounts of Bay Area Community
Services, Inc., and East Bay Transitional Homes, Inc. All significant interrelated items
and transactions have been eliminated in the consolidation.

Overhead Allocation of Indirect Expenses

BACS makes an overhead allocation of indirect expenses which are included in
management and general expenses to various program services based on direct
expenses for each program. Indirect rates for the years ended June 2013, and 2012,
were 10.50% and 10.80% respectively.

Comparative Financial Information

The financial statements include certain summarized comparative information from the
prior year. This information is not presented by net asset class and does not include
sufficient detail to be in conformity with generally accepted accounting principles. This
information- should be read in conjunction with the BACS'S financial statements for the
year ended June 30, 2012 from which the comparative information was extracted.

PROPERTY AND EQUIPMENT

The property fund includes all property and equipment owned by BACS. Property,
equipment and accumulated depreciation consist of the following:

Accumulated 2013 2012

Cost Depreciation Net Net
Land $ 1,332,028 % - $ 1,332,028 % 1,332,028
Buildings 3,515,601 2,040,552 1,475,049 1,582,439
improvements 1,915,629 730,590 1,185,038 756,957
Equip & Furniture 286,612 247,566 39,046 73,689
Total $ 7,049870 3 3,018,708 $ 4,031,161 % 3,745,113

Depreciation expense for the years ended June 30, 2013 and 2012 was $185,268 and
$228,074 respectively.

-10-



BAY AREA COMMUNITY SERVICES, INC.

FOR THE YEAR ENDED JUNE 30, 2013

NOTE 4: CONTRIBUTED REAL ESTATE

NOTE 5:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

On March 10, 1994, BACS received an 8% interest in a residence located in
Kensington, California. The University of California received a 92% interest and the
donors retained a life interest in the property. At the time of the death of the donors, the
house is to be sold and the 8% interest in the sales proceeds is restricted to use for the

Towne House Creative Living Center.

SHORT AND LONG-TERM DEBT

Notes Payable and long-term debt at June 30, 2013, consisted of the following:

Mortgages Payable:

Bank Loan, due 05/31/186, at an interest rate of 7.44% due monthly in installments
of $3,941.28, secured by the Townhouse CLC property.

Loan from the City of Hayward, at an interest rate of 0%, secured by Atherton
property with no payments and balance due at sale.

Loan from the City of Hayward, accrue annual interest at rate of 5%, secured by
Atherton property with balance due at sale.

Loan from City of Pleasanton Housing and Community Development, at an
interest rate of 0%, secured by the Railroad Avenue/Pleasanton property, with no
payments in this fiscal year. Due Date 05/01/07.

Loan from State of California Housing and Community Development /SUHRP, at
an interest rate of 3%, secured by Railroad Avenue/Pleasanton properties, with
$1,074 in annual interest payments accrued. Due Date 06/30/21.

Loan from State of California Housing and Community Development, at an
interest rate of 3%, secured by the Kennedy Ave, Livermore properties, with
$6,300 in annual interest payments accrued. Due Date 06/30/41.

Loan from U.S. Department of Housing and Urban Development, at an interest
rate of 9.25%, secured by the Humphrey Lane-79" Avenue property, with monthly
Principal and interest payments of $3,935. Due Date 05/01/25.

Loan from the City of Oakland, at an interest rate of 3%, secured by the Humphrey
Lane — 79" Avenue property, with $1,500 in interest-only payments this fiscal year.
Due date 12/31/27.

Total Mortgages

11-

$ 511,837

29,565

41,138

27,893

35,800

210,000

340,238

50,000

$ 1,246,471

m— e m—



NOTE 6:

BAY AREA COMMUNITY SERVICES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013
NOTE 5: SHORT AND LONG-TERM DEBT (Continued)

Notes Payable:

West America — Note Payable with an annual percentage rate of 4.75%.

Maturity 09/21/2017.

City of San Leandro Note Payable — Capital Improvement Loan Woodroe.

Maturity Date 04/21/2028. Total loan $25,000. Loan balance retired over 20 years
at 5% annually on anniversary date of loan.

Total Notes Payable

240,000

25,000

265,000

$

BACS has various notes outstanding, most of which are collateralized by real property.
During the year of 2013 and 2012, interest expense on these notes was $83,841 and
$96,058 respectively. The notes bear interest at rates between 3% and 9.25% and

mature through 2041 as follows:

Year Ending June 30:
2013
2014
2015
2016
2017
2018
Thereafter

Less: Current Portion
Long-term Portion

LEASE COMMITMENTS

Operating Leases

$

2013 2012
0 272,630
25,412 33,805
27,699 36,326
30,193 37,057
272,963 39,274
35,898 0
1,119,306 1,210,783
1,511,471 1,628,875
(25,412) (272,630)
1,486,059 1,356,245

BACS is the lessee of certain non-cancelable real properties and equipment.
Minimum annual rentals for such leases are as follows:

Year Ending June 30:
2014

2015
2016
2017
Total

$ 425,326
411,147
291,819
116,163

$ 1,244,445

Rent expense for the years ended June 30, 2013 and 2012 was $487,130 and $551,309
respectively for non-cancelable operating leases.

-12-



NOTE 7:

NOTE 8:

NOTE 9:

BAY AREA COMMUNITY SERVICES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2013

IN-KIND CONTRIBUTIONS

Senior Nutrition and Adult Day Care received use of space for meal sites and parking
with a rental value of $120,804 and $187,200 for 2013 and 2012, respectively.

Other services, not recognized in the financial statements, were received by BACS that
had an estimated value of $274,955 and $249,577 in 2013 and 2012, respectively.

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consist of contributions temporarily restricted to the

following uses or activities:

2013 2012
OAP Programs $ 16,104 $ 50,307
Towne House Wellness Center 3,648 0
ADC - Fremont 0 15,485
VALLEY Wellness Center 12,578 6,748
Nutrition 45 424 43,399
Total $ 77,754 $ 115,939

Net assets of $316,388 and $313,615 were released from donor restrictions during the
year of 2013 and 2012, respectively by incurring expenses satisfying the restricted

purposes as follows:

2013 2012

East Bay Community Services $ 3609 $§ 0
Towne House Welliness 7,755 21,395
Supported Independent Living 377 1,450
Senior Nutrition 134,683 219,206
Adult Day Care — Oakland 865 4,550
Adult Day Care — Fremont 15,485 0
Lavender Seniors 58,336 10,527
OAP Programs 95,278 56,487

Total $ 316,388 $ 313,615

CONTINGENT LIABILITIES

BACS grants and contracts are subject to inspection and audit by the appropriate
governmental funding agencies. The purpose is to determine whether program funds
were used in accordance with their respective guidelines and regulations. The potential
exists for disallowance of previously funded program costs. The ultimate liability, if any,
which may result from these governmental audits cannot be reasonably estimated and
accordingly, the Agency has no provision for the possible disallowance of program costs

on their consolidated financial statements.
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BAY AREA COMMUNITY SERVICES, INC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 10:

FOR THE YEAR ENDED JUNE 30, 2013

COMPLIANCE WITH ALAMEDA COUNTY CONTRACTUAL TERMS

At June 30, 2013 and 2012, BACS is in compliance with conditions and terms of its
Mental Health contract with Alameda County except as follows:

Resolution  Organization

Number Number Program Compliance Deviation
E94-0003 911 Mental Woodroe Place is now
Health accessible to handicapped
individuals

Note: The construction project at Woodroe Place was substantially completed June
2013 and allowed access for handicapped individuals.

NOTE 11: CONCENTRATION OF CREDIT RISK ARISING FROM CASH DEPOSITS

NOTE 12:

NOTE 13:

NOTE 14:

IN EXCESS OF INSURED LIMITS

BACS maintains cash balances at several financial institutions located in California.
Accounts at each institution are insured by the Federal Deposit Insurance Corporation
up to $250,000. At June 30, 2013 and 2012, BACS uninsured cash balances before
reconciling items total $863,800 and $158,723 respectively.

CONCENTRATION OF CONTRACT REVENUE

BACS receives approximately 90% of its government contracts revenue from County of
Alameda from ten contracts.

RESTRICTED ASSETS

BACS holds title to real property located at 40963 Grimmer Blvd., Fremont which is
subject to Declaration of Title Restrictions executed between the City of Fremont and
Bay Area Community Services (BACS) and recorded July 25, 2000 in Alameda County
records. At June 30, 2013, the real property had a net book value of $1,425,386.

SUBSEQUENT EVENTS

The Organization's management has evaluated its subsequent events through
December 19, 2013, the date the consolidated financial statements were available to be
issued.
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IZABAL, BERNACIAK & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

One Market, Spear Street Tower, Suite 344 TEL: (415) 896-5551
San Francisco, California 94105 FAX; (415) 896-0584

INDEPENDENT AUDITOR’S REPORT
ON ADDITIONAL INFORMATION

Board of Directors
Bay Area Community Services, Inc.
Oakland, California

Our report on our audit of the consolidated financial statements of Bay Area Community
Services, Inc. for the year ended June 30, 2013 appears on page one. That audit was
conducted for the purpose of forming an opinion on the consolidated financial
statements taken as a whole. The following information is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements.
Such information has been subjected to the auditing procedures applied in the
examination of the general purpose financial statements, and, in our opinion, the
information is fairly stated in all material respects in relation to the general purpose
financial statements taken as a whole.

San Francisco, California
December 19, 2013

-15-



SJUSWB)E]S [BIDUBUY O} SBJ0U 998

91

- $ - $ - $ - $ - -
615'65Z°L 695'6€EL 968°€0V vy6'cze ¥S6'€Z.L 9G1'¥99's
G60 LS9 z9zel 9v9°Ce 19862 LyZvy €10'Z€S
6EY'65E " €05'L6 1€9'6 SOE'852 »
vez'ze sgL 85y z95 SL0'0L v86'0L
8L 6ve 95y 44 SSv'L BEL'GL
06v'S6€ - < = " 06t'S6€
186'€E veZ 600'L LE8'L 2€8'C 180'82
€¥9'00¢C 622'G £00'02 £0v'vL SZr'0s 620°0L1
09€'2 5 S/1 6L 896 k2v's
8GZ'6€C 966 900'y VIE'Z EvL'L 661'veC
581'109 0002t €04 6v9'02 0S0'Zh £8€'955
62T 624 009 1z€ 0€e EVE'L
ovs'Ts ze'e 988'y vz 189 b62'28
198'6vL Z65 LEQ'OL Sv.'6 6L 266'024
0EY'€69 90e 8v.'/2 oLL'le 1p9'6L §Z0'v29
98€'020'4 659'€C 866'29 S26'09 vOY'€9 0SE'¥S8
§G6°1G2'T 150'6L 0.9'LbL 98t'svrlL 158'6€C 168°2rL'T
BLG'SSC L 695'6€1 968'€0V vY6'ECE vS6'€CL 951 'v99'G
6EY BSE = €05 16 1€9'6 50¢ 852 -
SS9'GLL 60€'6 v5.'6 0L0°2€ 991z 9G€'25
L0L'TSS - $55'22e 186281 156'68 802'2S
008'CE i - s 008'ZE -
0007} . . 000'6 000'S
000°04 2 . - - 000°04
oLL'pL - - - - OLL'wL
199'25 ® - 9vC'6Z - Sip'ee
196'5Z = - = 2 L96'ST
9vl'LL6'S 09Z'0€L S06'€9 6V6'€C 926'222 90L'LLY'S
009'/2 » 621°9L K481 . =
ov9'0Z - : ov9'0z » =
008°CHL $ - $ - $ - $ 008CHL -
jeol ¥2/66.8¢2 $ZI66.18Z ¥2/66.82 vZ-66.182 IV LEILLLSE
zeLes8e 2IeNz8z 3% 414 z-e128 }-V8L/19€82
wewsabeuey puepjeo Juowesy uonINN 2erz9T8T
ale) aJe) aue) 101Udg S90IMIBS
Aeq ynpy Aeq ynpy WeaH |ejuely

ALNNOD VAWV IV 303 YIGWNN NOILNTOSIY A8 SNOLLYHIHO

£10Z 0€ INNr A3AN3 ¥V3IA IHL HOS

"ONI'SIOIANITS ALINNIWINOD V3V AvE

SISNIdX3 ¥IAO INNIAIY 40 SS3IOX3I
sosuadx3g |gyo)

S)S00 1381IpUY|

PESYISAQ SAIBASIUNLDY

sasuadxa puit-u|
SNoaue||eosIpy
soueInsu|
S30IAI3S JUBID
S30UQIOU0D)
uoneuodsues

uonedignd pue Bunuiig

juswdinby
AauednooQ
abejsod
auoydajp)
solddng

SOIAIDS PalORNUOD)
sjysuaq aako|dw3

selees
SASNAAX3

anuaAay pue yoddng |gjo}]

anuaAsI puIy-u|

(suopoesuesy Aouabe-enuj Suipnpou) JoWO
uonedwoed weiboidausid

PuepieQ jo Ano

Ao uown yo A0

ungng jo Aud
piemAey jo AnD
juowsaud jo Ang
epawely Jo Ao

epawely Jo unooH
ejusoje) Jo sjels

jesspad
uonepuno4

INNIAIY OGNV LAOddNS



IN —‘I
S]UBWISLE]S [RIOUBLY O) SSJ0U 39S

- $ - $ - $ - SISNIdX3 YIA0 INN3IATYH 40 $S30X3

980'80S 96 vEL 181'26¢2 60b'9LL sasuadx3 |gjo}
0ce'oe - - 0cg'9¢ sasuadxa pupyj-u|
0L0's 0s2 9l 4¢84 snoaue|easIN
0.0 0.0'C = = aoueInsu|
9.9'¢ 88¢ 8/5°L 018’1 S80UaIaJU0YD
€901 lz8'tL crl's 299 uoneyodsuel |
ZI5'9 3 526 185'S uonestignd pue Buguug
LI6'} 29 ShL'l o€l juawdinb3
22€'9 002 L1.5°L 009'v AouednooQ
196'¢ GLl peL ciLe abejsod
518'L 861 0L°L 0LS auoydeja |
228’6 €16'C SE9'S v.Z'L salddng
20E'651 GLZ'65 661pL 889's2 S80IAISS PaJORIUCD
06L'€S GE6'9 €£99'¢ce Z6i'e syouaq sakojdwg
128922 £V2'65 656'8¢1 6.0'8¢ sauejeg
S3ISNAdX3

980°'80S 96V 'vElL 181'26¢ 60'9L} anuaaay pue poddng |ejo)
0ze'ge - - 0ze'9e anuaAal puny-u|
8S0°LL < .90l ¥8¢ (suonoesueiy Asuabe-eiju| buipnioui) 18O
89 - - 819 uonedoiped weiboidauan
€96'G - - £96°G owal jo An)
- - - - epaweiy jo Ao
19.°G6€ 96v'vel L0S°9vZ 85Vl epawely jo Ajuno)
00Z'SH = - 002'Gy uonepuno
ogl'cl - - aclL'el uonnquiuo
INN3IAIY ANV LHOddNS

jejol 60-2882 5-01082 ¥2-66.282
d3ASVYS 1INVEO VIM elege
SALLVILINI ANV ? SALLVILINI ANV 8 SHOIN3S
HLNOA AVE 1SV3 HLNOA AVE 1SV3 H3IAN3IAV]

€10Z '0€ INNI G3AN3 YV3IA 3H1 ¥Od
SLOVUINOD NV LIN3OV TvOSId
ALNNOD VA3V 1V 401 H43GINNN NOLLNTOS3Y A9 SNOLLYY3dO
"ONI‘S3JIANIS ALINNWINOD VUV AVE



BAY AREA COMMUNITY SERVICES,INC,

OPERATIONS BY RESOLUTION NUMBER FOR STATE OF CALIFORNIA

HOUSING AND COMMUNITY DEVELOPMENT
FOR THE YEAR ENDED JUNE 30, 2013

SUPPORT AND REVENUE
State of California-HCD
Client/Program participation
Forgiveness of HCD loan

Miscellaneous (including intra agency transfers)

Total Support and Revenue

EXPENSES
Salaries
Employee benefits
Management Fees
Supplies
Postage
Occupancy
Equipment
Insurance
Miscellaneous
Total Expenses

Excess revenue over expenses

State Revenue Uncollected Pr Years
Debt reduction
Property Acquired
Depreciation-Bldg Improvements
Depreciation-Building

Change in Fund Balance

Net Change

SIL SIL

Kennedy Street Raiiroad Ave. 2013
90-CHRP-R-047 90-HRL-S-307 Total

$ - % 9416 § 9.416

20,023 28,868 48,891

- 84,744 84,744

132 308 440

20,155 123,336 143,491

857 1,442 2,299

165 277 442

3,000 3,000 6,000

250 57 307

3 2 5

30,645 30,310 60,955

497 - 497

1,612 3,193 4,705

772 1,164 1,936

37,701 39,445 77,146

{17,546) 83,891 66,345

(11,234) (20,541) (31,775)

- (94,160) (94,160)

(605) - (605)

11,430 12,189 23,619

5,314 7,434 12,748

4,905 (95,078) (90,173)

3 (12,641) $ (11,187) $ (23,828)

See notes to financial statements
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IZABAL, BERNACIAK & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

One Market, Spear Strest Tower, Suite 344 TEL: (415) 896-5551
San Francisco, Caltfornia 94105 FAX: (415) 896-0584

REPORT ON SCHEDULE OF EXPENDITURES OF FEDERAL AND
STATE AWARDS REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Bay Area Community Services, inc.
Oakland, California

We have audited the consolidated financial statements of Bay Area Community
Services, Inc. as of and for the year ended June 30, 2013, and have issued our report
thereon dated December 19, 2013, which contained an unmodified opinion on those
consolidated financial statements. Our audit was conducted for the purpose of forming
an opinion on the consolidated financial statements as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by OMB Circular A-133 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 their 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 schedule of expenditures of federal awards is fairly stated in all material respects in
relation to the consolidated financial statements as a whole.

‘é—J—( d/ﬂ? e ‘-/:774—-7

San Francisco, California
December 19, 2013
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BAY AREA COMMUNITY SERVICES, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

EOR THE YEAR ENDED JUNE 30, 2013

Federal Pass-Through
CFDA Entlity ldentifying Federal State
Eederal -Through I/ ram or Clueter Title Number Number Expenditures Expenditures
A |
Paes-Through the County of Alameda:
Nutrition Services 93 045 PSA091213 3 207,926 $
Senior Grants ADC (Fremont and Oakland) 93.044 PSA081112 65,260 -
Care Management 93.044 PSA091112 50,260
Lavender Seniors 03.044 PSA091112 14,758
Pass-Through the State of California, Dept of Education:
Nutrition Services Incentive Program 93.053 N/A 27,600 -
Subtotal CFDA Cluster 83.044 & 93.045 & 63.053 385,813 -
Pass-Through the County of Alameda:
Highway to Work 93.658 47,383 47,652
TOTAL DEPARTMENT OF HEALTH AND HUMAN SERVICES 413,186 47,852
EPARTME ING AND
Direct program:
Low income HousIng Assistance (Nole A) 14.162 121-EH123 340,238 -
Pass-Through the Housing Authority:
County of Alameda 14.856 CA39-K0B87 12,743
Subtotal CFDA Cluster 14.182 & 14.856 352,081
Direct program:
Low Income Housing Assistance (Nole E) 14,157 121-EH123 145,385
Pass-Through Community Development Block Grants from:
City of Alameda 14.218 B-03-MC-08-0007 25,961 -
City of Dublin 14,218 B-03-MC-08 10,000 -
City of Fremont 14.218 B-03-06-0011 83,562
City of Union City 14,218 B-03-MC-08-0012 14,000 -
City of Oakland 14.218 B-03-MC-06-0013 32,800
City of Pleasanton (Note B) 14.218 B-03-MC-08 27,893 -
County of Alameda 14.218 B-00-UC-00-1417 185,097
Total Community Development Block Grants (Subtotal CFDA 14.218) 350,313 -
Pass-Through the State of California:
EHAP 267,058
HCD Community Development (Note C) 14.235 CA39-P91-1013 35,800 .
Contract #91-HRL-PHO007
Subtotal CFDA 14.235 35,800 .
TOTAL DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 893,489 267,058
EPART T QF LABOR EMPLOYMENT TRAININ
Pass-Through the County of Alameda
Workforce Investment Act - Youth Activities 17.258 N/A 246,507 -
DEPA NT OF EDUCATION
Pass-Through the State of California
Rehabilitation Services 84.126 N/A 3,200
DEPARTMENT OF VETERAN AFFAIRS
Direct:
Veterans Medical Health Benefits 64,009 N/A 20,840 -
SUBTOTAL EXPENDITURES OF FEDERAL AND STATE AWARDS $ 1,677,032 § 314,710
STATE AWARDS ONLY
Alameda County Behavioral Heelth Care Services HED8-144 (A B) $ - % 5471,108
TOTAL EXPENDITURES OF FEDERAL AND STATE AWARDS $ 1,577,032 § 5,785,818
Note A: Outstanding loan balances $ 340,238
Loan funds borrowed in 2013 $ .
Note B:  Outstanding loan balances $ 27,893
Loan funds borrowed in 2013 $ -
Note C:  Outstanding loan balances $ 35,800
Loan funds borrowed in 2013 $ -
Note E:  This program is under East Bay Transitional Homes, Inc.
Note D:  Dasis of Preseniation
The accompanying schedule of expenditures of federal awards includes the federal grant activity of Bay Area Community
Sarvices, Inc. and is presented on the accrual basis of accounting. The Information in this schedule is presented in
accordance with the reguirements of OMB Circular A-133, “Audits of Stales, Local Governments, and Non-Profit
organizations" Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in
the preparation of, the basic financial statements.
Note F:  Significant accounting policies used in preparation of this schedule are the same policies used in preparation

of the financial statements and are summarized in Note 2 of the Notes to the financial statements.

See notes to financial statements
-20-



IZABAL, BERNACIAK & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

One Market, Spear Street Tower, Suite 344 Tel. (415) 896-5551
San Francisco, Califomia 94105 Fax (415) 896-0584

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Bay Area Community Services, Inc.
Qakland, California

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United
States, the consolidated financial statements of Bay Area Community Services, Inc.,
which comprise the consolidated statement of financial position as of June 30, 2013,
and the related consolidated statement of activities, consolidated statement of
functional expenses and consolidated statement of cash flows for the year then ended,
and the related notes to the consolidated financial statements, and have issued our
report thereon dated December 19, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we
considered Bay Area Community Services, Inc.’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of Bay Area
Community Services, Inc.'s internal control. Accordingly, we do not express an opinion
on the effectiveness of Bay Area Community Services, Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these
limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

-21-



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Bay Area Community
Services, Inc.'s consolidated financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal
control and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the entity's internal control or on compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards
in considering the entity’s internal control and compliance.  Accordingly, this
communication is not suitable for any other purpose.

\3/.%,( Worsceertc - €377

San Francisco, California
December 19, 2013
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IZABAL, BERNACIAK & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

One Market, Spear Street Tower, Suite 344 Tel. {415) 896-5551
San Francisco, California 94105 Fax (415) 896-0584

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Directors
Bay Area Community Services, Inc.
Oakland, California

Report on Compliance for Each Major Federal Program

We have audited Bay Area Community Services, Inc.'s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of Bay Area
Community Services, Inc.'s major federal programs for the year ended June 30, 2013.
Bay Area Community Services, Inc.'s major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and
questioned costs.

Management’'s Responsibility
Management is responsible for compliance with the requirements of laws, regulations,
contracts and grants applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on compliance for each of Bay Area
Community Services, Inc.'s major federal programs based on our audit of the types of
compliance requirements referred to above.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations (OMB Circular a-133). Those standards and OMB Circular A-
133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types compliance requirements referred to above that
could have a direct and material effect on the major federal programs occurred. An
audit includes examining, on a test basis, evidence about Bay Area Community
Services, Inc.’'s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion on compliance with each major
program. However, our audit does not provide a legal determination of Bay Area
Community Services, Inc.’'s compliance.
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Opinion on Each Major Federal Program

In our opinion, Bay Area Community Services, Inc. complied, in all material respects,
with the compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs identified above for the year
ended June 30, 2013.

Report on Internal Control Over Compliance

Management of Bay Area Community Services, Inc. is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of compliance,
we considered Bay Area Community Services, Inc.’s internal control over compliance
with the types of requirements that could have a direct and material effect on each
major program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in
accordance with the OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Bay Area Community Services, Inc.'s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirements of a federal program on a timely basis. A material weakness
in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a compliance requirement will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance
is a deficiency, or a combination of deficiencies, in internal control over compliance with
a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of our testing
based on the requirements of OMB Circular A-133. Accordingly, this report is not
suitable for any other purpose.

é.‘,/./%mw - (zyy

San Francisco, California
December 19, 2013
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BAY AREA COMMUNITY SERVICES, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

A. SUMMARY OF AUDITOR'S RESULTS

Financial Statements

1. Type of Financial Statement Report UNQUALIFIED
2. Internal Control over Financial Reporting:
Material Weakness(es) |dentified NONE
Significant Deficiency(ies) Identified NONE REPORTED
3. Noncompliance Disclosed by Audit Which Is
Material to Financial Statements NONE
Federal Awards
1. Internal Control Over Major Programs:
Material Weakness(es) |dentified NONE

Significant Deficiency(ies) Identified

NONE REPORTED

2. Type of Compliance Report Major Programs

UNQUALIFIED

3. OMB A-133 Subpart E.510a Audit Finding
Disclosed by Audit

NONE REPORTED

4. Major Programs:

14.157 Supportive Housing For the Elderly

14,218 Community Development Block Grants

Section 8 — Project-Based Cluster
14.182 New Construction & Substantial Rehab.

14.856 Lower Income Housing Assistance
Program . Section 8 Moderate Rehabilitation

5. Dollar Threshold for Type A Programs

$300,000

6. Auditee Qualification

LOW RISK

B. Findings Relating to the Financial Statements
Which Are Required to Be Reported in
Accordance with GAGAS

NONE REPORTED

C. Findings and Questioned Costs for Federal
Awards Including Audit Findings Defined in
OMB A-133 Subpart E.510a

NONE REPORTED
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BAY AREA COMMUNITY SERVICES, INC.
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013

There were no findings noted for the year ended June 30, 2012.
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