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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Lighthouse for Children, Inc.
We have audited the accompanying financial statements of Lighthouse for Children, Inc. (the
Organization), a nonprofit organization, which comprise the statement of financial position as
of June 30, 2016, and the related statements of activities 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.
Auditors’ 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.

7473 N. INGRAM AVE., SUITE 102  FRESNO, CA 93711
_______________________________________________________________________________________________

P (559) 412-7576  F (559) 493-5325  WWW.HHCCPAS.COM

Opinion
In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Organization as of June 30, 2016, 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.
HUDSON HENDERSON & COMPANY, INC.

Fresno, California
October 14, 2016
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LIGHTHOUSE FOR CHILDREN, INC.
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2016

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable

$

Total current assets

691,789
52,106
743,895

Property and Equipment, Net

14,896,052

Total Assets

$ 15,639,947

LIABILITIES AND NET ASSETS (DEFICIT)
Liabilities
Current Liabilities
Accounts payable and accrued expenses

$

Total current liabilities

20,000
20,000

Long-Term Liabilities
Notes payable

15,714,000

Total long-term liabilities

15,714,000

Total liabilities

15,734,000

Net Assets (Deficit)
Unrestricted

(94,053)

Total net assets (deficit)

(94,053)

Total Liabilities and Net Assets (Deficit)

$ 15,639,947

The accompanying notes are an integral part of the financial statements.
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LIGHTHOUSE FOR CHILDREN, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

Unrestricted
REVENUES
Rental income
Interest income
In-kind contributions

$ 148,000
1,205
15,000

Total Revenues
EXPENSES
Operating expenses:
Depreciation
Insurance and taxes
Management and administrative services
Repairs and maintenance
Supporting services:
Interest expense
Legal and professional services
Total Expenses
Change in Net Assets
Net Assets at Beginning of Year
Prior Period Adjustment
Net Assets at Beginning of Year (Restated)
Net Assets (Deficit) at End of Year

$

Temporarily
Restricted
-

$ 148,000
1,205
15,000

164,205

-

164,205

361,499
5,660
35,000
958

-

361,499
5,660
35,000
958

217,906
11,109

-

217,906
11,109

632,132

-

632,132

(467,927)

-

(467,927)

336,874

-

336,874

37,000

-

37,000

373,874

-

373,874

(94,053)

$

$

-

The accompanying notes are an integral part of the financial statements.
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Total

$

(94,053)

LIGHTHOUSE FOR CHILDREN, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2016

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash used by operating activities:
Depreciation
Prior period adjustment
Changes in operating assets and liabilities:
Accounts receivable
Accounts payable and accrued expenses

$ (467,927)
361,499
37,000
(41,215)
(229,912)

Net cash used by operating activities

(340,555)

Cash Flows from Investing Activities
Redemption of investments
Purchases of property and equipment

(648,958)

Net cash used by investing activities

(648,958)

Net decrease in cash and cash equivalents

(989,513)

Cash and Cash Equivalents, Beginning of Year

1,681,303

Cash and Cash Equivalents, End of Year

$

691,790

Supplemental Cash Flows Disclosures
Cash payments during the year for:
Interest

$

217,906

The accompanying notes are an integral part of the financial statements.
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LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS
NOTE 1 – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES
Nature of Activities: Lighthouse for Children, Inc. (the Organization) is a California not-forprofit public benefit corporation and is considered a Component Unit of the Children and
Families Commission of Fresno County (the "Commission") and as such is included in the
Commission's Annual Financial Report as a discretely presented component unit.
The Corporation was created by the Commission as a Qualified Active Low Income Community
Business (QALICB) to take advantage of a New Market Tax Credit (NMTC) financing structure
in order to build a facility within a low-income community. The Organization was created as
a 501(c)(3) non-profit public benefit corporation to act as the QALICB, as the Commission is
not eligible to be the QALICB.
The Organization is organized for the following specific charitable purposes: to provide vision
and means for Fresno County children to enter school in good health, ready and able to learn,
and emotionally well-developed by providing culturally, individually and developmentallyappropriate parenting and nurturing support and access to resources regarding health care,
nutrition and smoking prevention and cessation; to serve as an incubator for knowledge in
the community regarding child welfare and development; to generally carry out the goals of
the Commission and to develop infrastructure that promotes the social welfare of Fresno
County children and their parents.
Basis of Presentation: Financial statement presentation follows the recommendations of the
Financial Accounting Standards Board in its Accounting Standards Codification (ASC) Topic
958, Not-for-Profit Entities. Under ASC Topic 958, 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.
Unrestricted net assets are the portion of net assets over which the governing board has
discretionary control for the general operations of the Organization. The Organization
accounts for revenues and expenses of the General Fund as unrestricted. The only limits
on unrestricted net assets are limits resulting from contractual agreements.
Temporarily restricted net assets are the portion of net assets resulting from contribution,
pledges, and other inflows of assets whose use by the Organization is limited by donorimposed restrictions that expire by the passage of time.
Permanently restricted net assets are the portion of net assets restricted by external
parties (donors, grantors, or laws and regulations) in ways that are not dependent on the
passage of time.
Method of Accounting: The Organization uses the accrual basis method of accounting in
accordance with accounting principles generally accepted in the United States of America.
Cash and Cash Equivalents: For purposes of reporting the statement of cash flows, the
Organization considers all cash accounts and all highly liquid debt instruments purchased with
an original maturity of three (3) months or less to be cash equivalents.
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LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
NOTE 1 – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Accounts Receivable: The Organization estimates the allowance for doubtful accounts based
on an analysis of specific donors and clients, taking into consideration the age of past due
amounts and an assessment of the donor’s ability to pay. At June 30, 2016, management
considered all accounts to be fully collectible and, therefore, no allowance was recorded in the
accompanying financial statements. No receivables were expensed to bad debt during the
year ended June 30, 2016.
Property and Equipment: Property and equipment are stated at cost, less accumulated
depreciation. Depreciation is computed by using the straight-line method depreciated over
the estimated useful life of the asset. Leasehold improvements are depreciated using the
straight-line method over the lesser of the estimated useful life of the asset or the related
lease term. Additions, major replacements and improvements, in excess of $5,000, or per
management’s discretion as determined to have a useful life, are capitalized at cost.
Maintenance, repairs, and minor replacements are expensed when incurred. Estimated useful
lives vary within the following ranges:
Years
Buildings and improvements
Furniture and equipment

40
7

In-Kind Contributions: Contributions of donated non-cash assets are recorded at their fair
values in the period received. Contributions of donated services that create or enhance nonfinancial assets or that require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation, are recorded at
their fair values in the period received.
Advertising Costs: Advertising costs, except for costs associated with direct-response
advertising, are charged to operations when incurred.
The costs of direct-response
advertising are capitalized and amortized over the period during which future benefits are
expected to be received. There were no capitalized costs. There were no advertising costs
incurred during the year ended June 30, 2016.
Income Taxes: The Organization is a tax-exempt Organization under Section 501(c)(3) of
the Internal Revenue Code and Section 23701(d) of the State of California Corporate Code.
The Organization is subject to taxation on any unrelated business income.
Fair Value of Financial Instruments: Financial instruments include cash and cash equivalents,
accounts receivables, accounts payable, and accrued expenses, none of which are held for
trading purposes. The fair values of all financial instruments do not differ materially from the
aggregate carrying values of the financial instruments recorded in the accompanying
statement of financial position. The carrying amounts of these financial instruments
approximate fair value because of the short-term maturities of those instruments.
Use of Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America 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 period. Actual results could
differ from those estimates.
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LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
NOTE 1 – NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Concentrations of Credit Risk: The Organization maintains cash balances in several financial
institutions. Cash balances in interest-bearing transaction accounts are insured by the Federal
Deposit Insurance Corporation (“FDIC”) up to $250,000 per institution. As of June 30, 2016,
the Organization had $217,554 held with financial institutions that were uninsured.
Management considers this a normal business risk, and hasn’t experienced any losses in such
accounts.
Subsequent Events: In compliance with accounting standards, management has evaluated
events that have occurred after year-end to determine if these events are required to be
disclosed in the these basic financial statements. Management has determined that no events
require disclosure in accordance with accounting standards. These subsequent events have
been evaluated through October 14, 2016, which is the date the financial statements were
available to be issued.
NOTE 2 – ACCOUNTS RECEIVABLE
Accounts receivable consisted of the following at June 30, 2016:

Rental income
Reimbursements

$ 37,000
15,106
$ 52,106

NOTE 3 – PROPERTY AND EQUIPMENT
Property and equipment activity for the year ended June 30, 2016 consisted of the following:
Balances
July 1, 2015
Property and Equipment Not
Being Depreciated:
Land
Construction in Process
Total Property and Equipment
Not Being Depreciated
Property and Equipment
Being Depreciated:
Buildings and Improvements
Furniture and Equipment
Total Property and Equipment
Being Depreciated
Less Accumulated Depreciation:
Buildings and Improvements
Furniture and Equipment
Total Accumulated Depreciation
Property and Equipment, Net

$

649,080
-

Transfers and Sales and
Balances
Additions
Retirements June 30, 2016
$

-

$

-

$

649,080
-

649,080

-

-

649,080

14,136,040
-

625,262
23,696

-

14,761,302
23,696

14,136,040

648,958

-

14,784,998

(361,217)
(282)
(361,499)

-

(176,527)
(176,527)
$ 14,608,593

$

287,459

$

Depreciation expense for the year ended June 30, 2016, was $361,499.
8

-

(537,744)
(282)
(538,026)
$ 14,896,052

LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
NOTE 4 – NOTES PAYABLE

QLICI Loan A note from LIIF Sub-CDE XXIV, LLC,
dated December 13, 2013, in the original
amount of $5,410,400. Quarterly interest only
payments commencing on March 1, 2014 and
continuing
through
December
1,
2020.
Quarterly principal and interest payments of
$68,743 commencing on March 1, 2021 and
continuing until the note matures on December
13, 2043. Interest is at a rate of 1.39% per
annum. The note is secured by the deed of trust
on the property. Payments of principal and
interest is to be paid from rent due pursuant to a
master lease agreement with the Commission.

$ 5,410,400

QLICI Loan B note from LIIF Sub-CDE XXIV, LLC,
dated December 13, 2013, in the original
amount of $2,349,600. Quarterly interest only
payments commencing on March 1, 2014 and
continuing
through
December
1,
2020.
Quarterly principal and interest payments of
$29,853 commencing on March 1, 2021 and
continuing until the note matures on December
13, 2043. Interest is at a rate of 1.39% per
annum. The note is secured by the deed of trust
on the property. Payments of principal and
interest is to be paid from rent due pursuant to a
master lease agreement with the Commission.

2,349,600

QLICI Loan A note from Central Valley NMTC Sub
IV, LLC, dated December 13, 2013, in the
original amount of $5,545,660.
Quarterly
interest only payments commencing on March 1,
2014 and continuing through December 1, 2020.
Quarterly principal and interest payments of
$70,413 commencing on March 1, 2021 and
continuing until the note matures on December
13, 2043. Interest is at a rate of 1.3837% per
annum. The note is secured by the deed of trust
on the property. Payments of principal and
interest is to be paid from rent due pursuant to a
master lease agreement with the Commission.

5,545,660
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LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
NOTE 4 – NOTES PAYABLE, continued

QLICI Loan B note from Central Valley NMTC Sub
IV, LLC, dated December 13, 2013, in the
original amount of $2,408,340.
Quarterly
interest only payments commencing on March 1,
2014 and continuing through December 1, 2020.
Quarterly principal and interest payments of
$30,579 commencing on March 1, 2021 and
continuing until the note matures on December
13, 2043. Interest is at a rate of 1.3837% per
annum. The note is secured by the deed of trust
on the property. Payments of principal and
interest is to be paid from rent due pursuant to a
master lease agreement with the Commission.

$ 2,408,340

Total notes payable

15,714,000

Less current portion due

-

Notes payable, long-term portion

$ 15,714,000

The minimum future principal and interest payments are summarized by year below:

Principal

Estimated

Estimated

Interest

Total Debt

Payments

Service

Years ending June 30:
2017

$

-

$

217,923

$

217,923

2018

-

217,923

217,923

2019

-

217,923

217,923

2020

-

217,923

217,923

290,718

217,420

508,138

2022-2026

3,020,583

971,176

3,991,759

2027-2031

3,237,077

754,683

3,991,760

2032-2036

3,469,088

522,672

3,991,760

2037-2041

3,717,725

274,033

3,991,758

2042-2044

1,978,809

38,332

2,017,141

3,650,008

$ 19,364,008

2021

$ 15,714,000

$

Interest expense relating to the above notes payable was $217,906 for the year ended June
30, 2016.
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LIGHTHOUSE FOR CHILDREN, INC.
NOTES TO FINANCIAL STATEMENTS (continued)
NOTE 5 – ECONOMIC DEPENDENCY
The Organization received approximately 99% of its support and revenues and 71% of its
accounts receivable at June 30, 2016 was from the Commission. Support and revenue from
the Commission consisted of $148,000 of rental income and $15,000 in in-kind donations of
management and administrative services. Discontinuance of funding from the Commission
could have an adverse effect on the Organization’s ability to continue its operations. The
Organization also had $35,000 in management and administrative services expense to the
Commission.
NOTE 6 – CONTINGENCIES
There is some nominal risk of tax credit recapture if the Organization, acting as the QALICB,
fails to maintain its obligations in the transaction. If the IRS recaptures the credits, the
Commission may be responsible for repayment of the entire equity amount. The likelihood
of this occurring is minimal as it is the Commission’s intent to take steps necessary to ensure
compliance with all NMTC requirements.
NOTE 7 – INCOME TAXES
The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code and applicable state law.
The accounting standard on accounting for uncertainty in income taxes addresses the
determination of whether tax benefits claimed or expected to be claimed on a tax return should
be recorded in the financial statements. Under that guidance, the Organization may recognize
the tax benefit from an uncertain tax position only if it is more likely than not that the tax
position will be sustained on examination by taxing authorities based on the technical merits
of the position. Examples of tax positions include the tax-exempt status of the Organization
and various positions related to the potential sources of unrelated business taxable income
(“UBTI”). The tax benefits recognized in the financial statements from such a position are
measured based on the largest benefit that has a greater than 50 percent likelihood of being
realized upon ultimate settlement. There were no unrecognized tax benefits identified or
recorded as liabilities for fiscal year ending June 30, 2016.
The Organization files tax forms in the U.S. federal jurisdiction and the State of California. The
Organization is generally no longer subject to examination by the Internal Revenue Service for
years before 2013.
NOTE 8 – PRIOR PERIOD ADJUSTMENT
A prior period adjustment of $37,000 was recorded to account for revenue received in the
current year but was earned and receivable as of the prior year-end. The revenue and
corresponding receivable were not properly accounted for in the prior period.
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