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INDEPENDENT AUDITOR’S REPORT

To the Governing Board
Union Station Homeless Services
Pasadena, California

We have audited the accompanying financial statements of Union Station Homeless Services, which
comprise the statement of financial position as of June 30, 2017, and the related statements of
activities, functional expenses and cash flows for the years 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
assessing 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.

Phon
Opinion 626.449.6321
In our opinion, the financial statements referred to above present fairly, in all material respects, the Fax
financial position of Union Station Homeless Services as of June 30, 2017, and the changes in its net ~ 020-449.7091
assets and its cash flows for the years then ended in accordance with accounting principles generally

accepted in the United States of America. Toll Free
877.449.6321
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UNION STATION HOMELESS SERVICES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
JUNE 30, 2017

ASSETS
CURRENT ASSETS
Cash $ 209,440
Cash held in trust - client accounts 5,836
Investments 12,181,090
Prepaid expenses 246,615
Grants receivable 1,294,916
Pledges receivable 820
Other receivables 11,560
Deposits 7,563
Total current assets 13,957,840
PROPERTY AND EQUIPMENT - NET 7,291,571
INTANGIBLE ASSETS - NET 23,180
OTHER ASSETS
Cash - endowment 3,799
Investments - endowment 2,233,861
Total other assets 2,237,660
TOTAL ASSETS $ 23,510,251

The accompanying notes are an integral part of this statement.
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UNION STATION HOMELESS SERVICES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
JUNE 30, 2017
LIABILITIES, NET ASSETS AND PARTNERS' CAPITAL

CURRENT LIABILITIES

Accounts payable and accrued expenses $ 2,166,149
Client trust liability 5,836
Other payables 42,527
Line of credit 150,000

Total current liabilities 2,364,512

LONG-TERM LIABILITIES

Notes payable 2,400,361
TOTAL LIABILITIES 4,764,873
NET ASSETS

Unrestricted

Undesignated 6,166,581

Board designated 1,221,243

Total unrestricted 7,387,824
Temporarily restricted 9,450,641
Permanently restricted 1,906,913
Total restricted 11,357,554
TOTAL NET ASSETS AND PARTNERS' CAPITAL 18,745,378
TOTAL LIABILITIES, NET ASSETS, AND PARTNERS' CAPITAL $ 23,510,251

The accompanying notes are an integral part of this statement.
ige
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UNION STATION HOMELESS SERVICES

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

JUNE 30, 2017

PERSONNEL EXPENSES
Salaries
Payroll taxes and employee benefits

Total personnel expenses

OTHER EXPENSES
Food and kitchen
Development and public relations
Utilities and telephone
Facility expenses
Insurance and taxes
Building repairs and maintenance
Auditing and legal services
Staff training and meetings
Program participant aid and other
program expenses
Office expense
Auto, including reimbursements
Volunteer program
Bank and payroll fees
Social services
Interest expense

Total other expenses
Depreciation and amortization

TOTAL EXPENSES

$

Program Management

services and general Fundraising Total
3,796,809 $ 899,058 § 437,611 $ 5,133,478
871,960 155,881 73,618 1,101,459
4,668,769 1,054,939 511,229 6,234,937
263,446 - - 263,446
22,802 34,034 165,801 222,637
156,851 8,593 5,097 170,541
234,757 11,198 2,895 248,850
39,909 24,992 1,545 66,446
87,507 . - 87,507
5,419 87,143 - 92,562
39,818 67,078 7,326 114,222
1,066,514 - - 1,066,514
125,766 18,389 32,138 176,293
25,555 660 409 26,624
20,455 - - 20,455
18,481 19,774 2,727 40,982
80,299 s . 80,299
- 110,508 - 110,508
2,187,579 382,369 217,938 2,787,886
626,387 25,599 6,619 658,605
7,482,735 $ 1,462,907 $ 735,786 $ 9,681,428

The accompanying notes are an integral part of this statement.
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UNION STATION HOMELESS SERVICES

CONSOLIDATED STATEMENT OF CASH FLOWS

JUNE 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

CHANGE IN NET ASSETS

Adjustments to reconcile change in net assets to net cash

used for operating activities:

Depreciation and amortization
Forgiveness of debt

Gain on sale of investments
Unrealized gain on investments

Changes in operating assets and liabilities:
Prepaid expenses
Grants receivable
Pledges receivable
Contributions receivable
Other receivables
Deposits
Accounts payable and accrued expenses
Client trust liability
Other payables

CASH USED FOR OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of investments
Purchase of investments
Purchase of property and equipment

CASH USED FOR INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Additional borrowing on line of credit
Principal payments on line of credit

CASH USED FOR FINANCING ACTIVITIES

NET DECREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

SUMMARY OF CASH AT END OF YEAR:
Cash
Cash held in trust - client accounts
Cash - endowment

CASH PAID DURING THE YEAR FOR:

INTEREST
TAXES

The accompanying notes are an integral part of this statement.

©“r A

1,685,299

658,605
(1,318,485)
(31,456)
(1,440,384)

53,815
(496,870)
85,255
200,000
21,606
75,000
247 468
(13,584)
42 527

(231,204)

843,331
(805,246)

(115,673)
(77,588)

250,000
(500,000)

(250,000)
(558,792)
777,867
219,075
209,440
5,836
3,799

219,075

12,506
800



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017

MISSION STATEMENT

Helping men, women and children rebuild their lives and end homelessness.

ORGANIZATION

During the year ended June 30, 2016, Union Station Homeless Services (the Organization or USHS) and
Pacific Housing Alliance signed an affiliation agreement, giving USHS sole control over the Board of
Directors of Pacific Housing Alliance. Through this agreement, USHS effectively owns 100% of 160
Euclid Partners, L.P. (the Partnership). As a result, the Partnership and Pacific Housing Alliance are
required under generally accepted accounting principles to be consolidated into USHS.

UNION STATION HOMELESS SERVICES
USHS formerly Union Station Foundation, is a 501(c)(3) nonprofit organization committed to helping
homeless men, women and children rebuild their lives.

USHS is part of a premier group of human services agencies in Los Angeles County that are leading
the way to ending homelessness in our region.

The work of USHS is carried out by the efforts of a skilled professional staff, devoted community
volunteers and generous supporters. Over the last 42 years, through the combined efforts of all these
dedicated individuals, USHS has served over 4 million meals to the hungry, provided approximately
890,000 shelter bed nights to the homeless, and assisted 2,200 individuals secure jobs through the
career development program.

160 EUCLID PARTNERS, L.P.
160 Euclid Partners, L.P. (the Partnership), is involved in the rehabilitation and management of a
15-unit residential property consisting of affordable rental housing in Pasadena, California. The
Partnership commenced in December 2011 and completed an additional rehabilitation of the rental
housing in May 2012.

The Partnership rents to people who work primarily in the City of Pasadena and other areas of the
Los Angeles County with qualifying levels of income. The Partnership is subject to business risks
associated with fluctuations in the economy and level of unemployment in the Los Angeles County,
which will affect occupancy as well as the tenants' ability to make rental payments. In addition, the
Partnership operates in a heavily regulated environment. The operations of the Partnership are
subject to the administrative directives, rules and regulations of federal, state and local regulatory
agencies, including, but not limited to, HUD. Such administrative directives, rules and regulations are
subject to change by an act of Congress or an administrative change mandated by HUD and may
occur with little notice or inadequate funding to pay for the related cost, including the administrative
burden, to comply with a change.

PACIFIC HOUSING ALLIANCE
The purpose of the Pacific Housing Alliance is to expand opportunities available to low and moderate
income people to obtain affordable, decent, safe, and sanitary housing, and to assist such people
in connection with such housing related economic opportunities, and support services.

HISTORY

In 1973, a group of compassionate volunteers wanted to make a difference. From a small storefront on
Union Street in Pasadena, they welcomed the poor, indigent and lonely into “Union Station,” a safe
gathering place for those living on the street.

i



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

HISTORY (continued)

From those initial humble offerings of coffee, donuts and friendship, Union Station has grown. Today, it
is the San Gabriel Valley's largest and most comprehensive social service organization assisting
homeless men, women and children.

DEEPENING OUR IMPACT

For 45 years, USHS has been working with compassionate community members to rebuild lives and
bring people home for good. We have seen countless lives transformed. The vision expressed by the
community volunteers who founded this agency still rings true today: Everyone deserves a life of dignity
and a place to call home.

While our vision has never changed, our services have continued to evolve. From the time we first meet
people on the street until well after they have keys to their own place, USHS provides intake, shelter,
housing and employment services they need for a better life. Today, we are the largest social service
agency helping homeless adults and families in the San Gabriel Valley.

Throughout the past two years, USHS has expanded our services and deepened our impact. We have
expanded our reach from Pasadena to the entire San Gabriel Valley. In coordination with the Los
Angeles County and more than 60 agencies, we identify and rapidly house the most vulnerable members
of our community. We then surround them with the services they need to stay housed for good.

USHS helps individuals connect to, and navigate, community based services including housing,
employment, medical and mental health, education and benefit enroliment. We use the "Housing First"
model to provide the most vulnerable members of society with housing first, so they may stabilize and
then address other issues that led to their homelessness.

In the fiscal year of 2016-17, USHS provided intake and assessment for 2,000 people experiencing
homelessness. These activities resulted in more than 600 individuals entering our safe emergency
shelter, and moved more than 500 individuals from homelessness into safe, affordable housing. In
addition, we served more than 100,000 meals and helped 115 job seekers secure employment through
our career development program.

During the year ended June 30, 2017, we proudly provided services in four main service areas:

INTAKE

USHS is the lead coordinator with 60+ partner agencies throughout the San Gabriel Valley. Together, we
are working to help end homelessness in our region. Our programs provide outreach and assessments
for adults and families. Our intake teams locate, identify and screen people throughout the San Gabriel
Valley who are experiencing homelessness. We then rapidly match them to safe and affordable housing,
giving chronically homeless adults, veterans and families top priority. Our intake services include:

Coordinated Entry System (CES) is a county-wide effort to coordinate resources in order to help
homeless adults and veterans find permanent housing and stay housed for good. USHS’s CES program
serves as the primary entry-point for adults seeking homeless services in the San Gabriel Valley.

Family Coordinated Entry System (FCES) is a county-side effort to connect families experiencing
homelessness with support and housing resources in their own community. USHS's FCES program
provides a primary point of entry for families who are experiencing or at risk of becoming homeless in
the San Gabriel Valley.

-8-



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

DEEPENING OUR IMPACT (continued)

SHELTER

We offer safe short-term shelter for adults and families. Our residents meet at least weekly with a care
coordinator manager and aim to move into permanent housing within 90 days. Our residents have

access to meals, supportive services, medical and mental healthcare, substance use recovery programs,
career development classes, and enrichment activities to help them rebuild their lives. We also provide
motel vouchers for adults and families as a short term solution.

The Adult Center, a 56-bed shelter for homeless men and women, provides beds, meals, and supportive
services. The Adult Center also serves non-resident day patrons by providing free community meals,
showers, laundry services, and emergency shelter mats.

The Family Center, a 50-bed shelter, is a nurturing, home-like environment for homeless parents and
children, and acts as a bridge from homelessness to housing.

HOUSING

Nothing can replace a set of your own keys and a door that locks. Permanent supportive housing offers
adults and families the opportunity to rebuild their lives in safe, affordable, and private apartments, with
onsite support services. Our staff offers counseling, care coordination, and enrichment activities such as
nutrition, budgeting, yoga, music lessons and more. Permanent supportive housing includes:

USHS operates three permanent supportive housing apartment buildings in Pasadena:
Centennial Place provides 142 single room occupancy (SRQ) apartment units for adults
Euclid Villa provides 14 apartment units for families

Marv's Place provides 19 apartment units for families

USHS operates several scattered site housing apartment buildings in Pasadena:

Housing for Health provides specialized services and recuperative care for people with complex
physical and behavioral health conditions.

Housing and Jobs Collaborative provides short term rental subsidies and job opportunities for
homeless adults and families.

Holly Street Housing provides housing vouchers and support for former chronically homeless individuals
in Pasadena.

EMPLOYMENT

Employment is vital on the road to independence. Many of our clients have significant barriers to
employment. Some haven't worked in many years and/or lack a permanent address. We believe in each
of them because we have witnessed time and time again that each of our clients have something unique
and special to offer the workforce when given the chance.

Sources, our career development program, helps our homeless and very low-income job seekers by
providing workshops, job search assistance, career counseling, help with resumes and mock interviews,
and transitional subsidies employment opportunities. We also provide the vital job search resources,
including a Resources Center with phones, fax, computers, copiers and a scanner, as well as access to
clothing and shoes and assistance with uniforms, haircuts, ID cards, and transportation.

60



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

DEEPENING OUR IMPACT (continued)

VOLUNTEER

It is significant to note that none of our work would be possible without our volunteers. Volunteerism
continues to serve as the backbone of the Organization, and the services we provide. From serving
meals, to leading enrichment activities, to providing administrative assistance, each year, a village of
over 3,600 volunteers dedicate their time, energy, and spirit to supporting the Union Station family.

They support life-changing programs that enable individuals and families experiencing homelessness to
get back on their feet, reach their goals, and achieve and maintain personal stability.

We hold the Service Enterprise Certification from California Volunteers, which is an organizational
recognition for excellence in the recruiting, management and integration of volunteers.

During the year ended June 30, 2017, the Organization's volunteer population contributed 34,822 hours
in an effort to fulfill its mission. These services do not fall under the category of professional services
and in accordance with GAAP, have not been reflected in the Organization's financial statements (SEE
SIGNIFICANT ACCOUNTING POLICIES).

The Organization, closes its fiscal year with abiding gratitude for the support it has received from its
many constituents, and it looks forward to another year of rebuilding lives.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Organization are prepared on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles (GAAP). Certain prior year amounts
have been reclassified to conform with the current year presentation. A summary of significant
accounting policies is described below:

CONSOLIDATION
In accordance with GAAP, the financial statements of Union Station Homeless Services, 160 Euclid
Partners, L.P. and Pacific Housing Alliance are consolidated into the financial statements of Union
Station Homeless Services. All material intercompany transactions as of June 30, 2017 have been
eliminated.

CASH
Liquid assets having a maturity of three months or less are included as cash.

FAIR VALUE MEASUREMENTS
GAAP requires that items recorded at fair market value be valued as level one, two or three, based
on various inputs and methodologies as described below:

Level 1 - quoted prices and active markets for identical holdings

Level 2 - significant observable market-based inputs, other than Level 1 quoted prices, or
unobservable inputs that are based on comparable market data

Level 3 - significant observable inputs that are not based on comparable market data

4L



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

SIGNIFICANT ACCOUNTING POLICIES (continued)

GRANTS RECEIVABLE
Grants receivable consist mainly of grants from federal, state and city government agencies. Based
on management's experience, all receivables are expected to be fully collectible. Therefore, no
allowance for doubtful accounts has been recorded as of June 30, 2017.

PROPERTY AND EQUIPMENT
Property and equipment are reported at cost. Depreciation is computed on a straight-line basis
over estimated useful lives of 3 to 40 years. Maintenance and repairs are recorded as expenses in
the year incurred, and renewals and betterments exceeding $1,000 are capitalized.

INCOME AND SUPPORT RECOGNITION
The financial statements of the Organization have been prepared on the accrual basis of accounting.
All donations received are considered available for unrestricted use unless restricted by the donor.
Restricted funds are recorded as revenue upon receipt.

Noncash contributions (gifts-in-kind) are recorded at fair market value when the contributions are
significant in amount and when there is a reasonable basis for valuation.

BASIS OF PRESENTATION
In accordance with GAAP, the Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets as described below:

Unrestricted, includes funds which are expendable for the support of the Organization's
operations.

Temporarily restricted, includes funds which donors have restricted for specific purposes or for
use according to certain time schedules or both.

Permanently restricted, represents funds that are subject to restrictions set forth in gift instruments
requiring that principal be invested in perpetuity or for a specified term and income be expended
for unrestricted operating purposes in accordance with the California Uniform Prudent
Management of Institutional Funds Act, unless otherwise prohibited by donor stipulation. Unless
prohibited by donor stipulation, up to four percent of the average net fair market value may be
used for operational or capital needs.

ESTIMATES
The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

INCOME TAXES
The Organization operates as a California nonprofit corporation under section 501(c)(3) of the
Internal Revenue Code and is exempt from federal and state income taxes; accordingly, no provision
is made for current or deferred income taxes. The Organization uses the same accounting methods
for tax and financial reporting.

44~



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

SIGNIFICANT ACCOUNTING POLICIES (continued)

JOINT COST ALLOCATION
The Organization incurs costs that are shared by program, management and general, and fundraising
activities. The amount allocated to each area depends upon the purpose, audience and content of
each medium used. The Organization determined the allocation based on both current and historical
data.

DONATED SERVICES
GAAP requires the value of donated services be recorded if those donated services create or
enhance nonfinancial assets or require specialized skills. Many volunteers have contributed
significant amounts of their time to activities of the Organization. However, since the above
requirements were not met, the value of the contributed services is not recorded in the accompanying
financial statements. During the year ended June 30, 2017, the Organization received
professional services at no cost and these services are reflected in the accompanying financial
statements (SEE NONCASH TRANSACTIONS).

PARTNERSHIP
160 Euclid Partners, L.P. is a California limited partnership, which was formed on July 14, 1997. The
general partner is Pacific Housing Alliance, and the limited partner is Union Station Homeless
Services. Both are California non-profit corporations. The general and limited partners' percentage of
interest in profits and losses is 1% and 99%, respectively.

INVESTMENTS

In accordance with GAAP, the fair value of investments is a level 1 classification. At June 30, 2017,
investments consisted of the following:

Mutual funds - fixed income $ 3,375,734
Mutual funds - equity 11,039,217
$ 14,414,951

Investment income of $226,849 on the Statement of Activities consists of dividends, interest, and capital
gain distributions and is reflected net of investment fees of $39,970 for the year ended June 30, 2017.

-12-



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of June 30, 2017:

Land

Buildings

Building improvements
Leasehold improvements
Land improvements
Office equipment
Furniture and equipment
Vehicles

Less accumulated depreciation

Depreciation expense for the year ended June 30, 2017 was $648,070.

INTANGIBLE ASSETS

Intangible assets consisted of the following as of June 30, 2017:

Website
Loan fees
Monitoring fees

Less accumulated amortization

Amortization expense for the year ended June 30, 2017 was $10,535.

NOTES PAYABLE

$ 2,615,756
4,750,681
6,786,164

198,420

49,474
326,344
731,846
222,923

15,681,608

(8,390,037)
$ __7.201571

$ 50,000
14,238

6,720

70,958

(47,778)

S____ 23180

In 2006, the Organization was awarded a $1,000,000 construction loan from the State of California
Emergency Housing Assistance Program (EHAP) for the construction and administrative costs related to
the building of the Adult Center. As of June 30, 2008, the Organization had received $905,000 of the
$1,000,000 construction loan. During the year ended June 30, 2009, the Organization was awarded the
remaining $95,000 of the loan as a result of receiving a certificate of occupancy, in accordance with the
terms of the loan. The loan agreement stipulated that if all loan requirements were met, the ten year
loan would be forgiven in December 2016. As the Organization was in compliance with provisions of the
loan, the balances of the loan of $1,318,485, including principal and accrued interest, was forgiven

during the year ended June 30, 2017.

13-



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

NOTES PAYABLE (continued)

Current

Long-term

Total

Note secured by property; bearing interest

at 4% per annum; principal and interest

payable annually from available Residual

Receipts exclusively from 160 Euclid

Partners, L.P.; unpaid principal and

interest due 30 years after the certificate

of completion, December 2029; if all loan

requirements are met, the loan will be

forgiven at maturity $ - $

Note secured by property; bearing interest

at 6% per annum; principal and interest

payable annually from available Residual

Receipts exclusively from 160 Euclid

Partners, L.P.; unpaid principal and

interest due 30 years after the certificate

of completion, August 2030; if all loan

requirements are met, the loan will be

forgiven at maturity -

Note secured by a fourth deed of trust;

bearing interest at 3% per annum;

principal and interest payable annually

from available Residual Receipts

exclusively from 160 Euclid Partners, L.P.;

unpaid principal and interest due July

2066; if all loan requirements are met, the

loan will be forgiven at maturity -

623,500

658,500

1,118,361

623,500

658,500

1,118,361

$ £ $

2,400,361

2,400,361

Future maturities for outstanding loans as of June 30, 2017 are as follows:

Interest expense for the year ended June 30, 2017 was $110,508.

-14-
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2020
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UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

LINE OF CREDIT

In November 2015, the Organization renewed its line of credit with Citizens Business Bank for two years.
The credit line, in an amount not to exceed $500,000, bears interest at the bank's prime rate of interest,
with a floor rate of 4%. As of June 30, 2017, the outstanding balance on the line of credit was $150,000.

LEASE COMMITMENT

The Organization leases three office properties located in the San Gabriel Valley, one of which is leased
on a month to month basis. Total monthly payments for the two properties under an existing lease
agreement are approximately $4,587 and the leases expire in August 2017 and March 2020. Future
minimum payments are as follows:

2018 $ 46,673

2019 46,014

2020 35,280
S __ 127067

Rent expense for the year ended June 30, 2017 was $72,773 and is included in program participant aid
and other program expenses on the Statement of Functional Expenses.

CONCENTRATION OF RISK

Financial instruments that potentially subject the Organization to concentrations of credit risk consist

principally of cash deposits at financial institutions and investments in marketable securities. At times,
balances in the Organization’s cash and investment accounts may exceed the Federal Deposit Insurance
Corporation (FDIC) or Securities Investors Protection Corporation (SIPC) limits.

DEFINED CONTRIBUTION PLAN

The Organization has a 403(b) tax sheltered annuity plan (defined contribution plan) for qualified
participants. Contributions to the plan are non-forfeitable. The Organization may annually contribute a
percentage of eligible employees' salaries. Eligible participants may contribute up to the maximum
amount currently allowed by the Internal Revenue Service. Contributions made by the Organization
during the year ended June 30, 2017 were $1086,730.

NONCASH TRANSACTIONS

GIFTS-IN-KIND
During the year ended June 30, 2017, the following gifts-in-kind were received:
Food and kitchen supplies used in daily operations $ 230,136
Non-food items distributed to patrons 84,274
Other supplies used in daily operations 2,006
Professional services 61,071
Other gifts-in-kind (included in special events) 17,448

$ 394,935
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UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

NONCASH TRANSACTIONS (continued)

Special events gifts-in-kind are included in special events revenue and expenses on the Statement
of Activities. All other gifts-in-kind are reported as gifts-in-kind income on the Statement of Activities
and are included in program participant aid and other program expenses on the Statement of
Functional Expenses.

In accordance with GAAP, professional services are a level 2 classification, while all other
gifts-in-kind are a level 3 classification.

ENDOWMENT

The Organization's endowment consists of several funds established for various purposes. The Governing
Board of the Organization has interpreted the California Uniform Prudent Management of Institutional
Funds Act as requiring the preservation of the historical dollar amount of the original gift as of the gift
date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a
result of this interpretation, the Organization classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Organization in a manner consistent with the standard of prudence
prescribed by the California Uniform Prudent Management of Institutional Funds Act.

INVESTMENT POLICY
Endowment funds are to be invested in securities and other instruments using a broad array of asset
classes with the goal of minimizing risk and maximizing potential return within certain guidelines. The
long-term target rate of return will be four to five percent greater than the inflation rate. This goal,
while not always achievable, should accommodate an annual target withdrawal rate of four percent
of average assets per year for use by the Organization's programs when market conditions allow.

SPENDING POLICY
The Organization has a policy of appropriating for distribution each year up to four percent of the
endowment fund's average net fair market value. Amounts appropriated may be used for operational
or capital needs.

The Organization has one endowment whereby the donor requires that 10% of the net income each

year be transferred to the corpus of the fund, and the remaining 90% of the net income be used for
medical care for the needy.

-46-



UNION STATION HOMELESS SERVICES
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2017

ENDOWMENT (continued)

CHANGES IN ENDOWMENT NET ASSETS
Temporarily  Permanently

Unrestricted restricted restricted Total
Endowment net assets at June 30, 2016 $ - $ 114,491 $ 1,884,059 $ 1,998,550
Investment return
Investment income - 49,058 3,561 52,619
Net appreciation (realized and unrealized) - 225,507 - 225,507
Total investment return - 274,565 3,561 278,126
Contributions - - 22,854 22,854
Appropriation of endowment assets for
expenditure - (61,870) - (61,870)
Endowment net assets at June 30, 2017 $ - $ 327,186 $ 1,910,474 $ 2,237,660

Endowment assets consisted of the following as of June 30, 2017:

Investments $ 2,233,861
Cash 3,799
§_2.237,660

SUBSEQUENT EVENTS
Fulfillment Center

which is the date these financial statements were available to be issued. All subsequent events requiring
recognition have been incorporated into these financial statements.
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