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“I Harrington Group

Certified Public Accountants, LLP

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
New Directions, Inc.
and New Direcuons Housing, LLC

Report on the Financial Statements

We have audited the accompanying combined financial statements of New Directions, Inc. and New
Directions Housing, LEC, which comprise the Combined Statement of Financial Position as of December 31,
2016, and the related Combined Statements of Activities, Funcaonal Expenses, and Cash Flows for the year
then ended, and the related notes to the combined financtal statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our tesponsibility is to express an opinion on these combined financial statements based on our audit. We
conducted our audir in accordance with auditing standards generally accepted in the United States of Amenca
and the standards applicable to financial audits contained in Government Aluditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit 1o
obtain reasonable assurance about whether the combined financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
combined financial statements. The procedures selected depend on the auditors” judgment, including the
assessment of the nsks of matenal misstatement of the combined financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entites’
preparation and fair presentation of the combined financtal statements in order to design audit procedures that
ate approptiate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entities’ internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriatencss of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentadon of the combined 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 combined financial statements referred to above present fairly, in all materal respects, the
financial position of New Directions, Inc. and New Directions Housing, LLC as of December 31, 2016, and
the changes in their net assets and their cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

PASADENA SAN FRANCISCO
234 E Colorado Bivd ATrusted Nonprofit Partner 50 Francisco St
Suite M150 i . Suite 160
Pasadena, CA 91101 Experience. Service. Respect. $an Francisco, CA 94133
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INDEPENDENT AUDITORS' REPORT
continued

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the combined financial statements as a
whole. The Combining Statement of Financial Position and Combining Statement of Actvities are presented
for purposes of additional analysis and are not a required part of the basic combined financial statements. The
accompanying Schedule of Expenditures of Federal Awards, as required by Tide 2 US. Gode of Federal
Regutations Part 200, Uniform Administrative Reguirements, Cost Prinples, and Audit Reguirernents for Federal Awards,
respectively, is presented for purposes of additional analysis and is not a required part of the combined
financil statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the combined financial statements. The
information has been subjected to the auditing procedures applied in the audit of the combined financial
statements and certain additional procedures, including comparing and reconciling such information directy to
the underlying accounting and other records used to prepate the combined financial statements or to the
combined financial statements themselves, and other additonal procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is bairly stated, in
all matenial respects, in relation to the combined financial statements as a whole.

Summarised Comparative Information

We have previously audited New Directions, Inc. and New Directions Housing, LLC’s 2015 combined
financial statements, and we expressed an unmodified audit opinion on those audited combined financial
statements in our report dated July 12, 2016. In our opinion, the summarized comparatve information
presented herein as of and for the year ended December 31, 2015, is consistent, in all matenal respects, with
the audited combined financial statements from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 1, 2017, on
our consideratdon of New Directions, Ine. and New Directions Housting, LL.C’s internal control over financial
reporting and on our tests of their 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 Gowrnment Auditing Standards in considenng New Directions, Inc. and New
Directions Housing, LLC’s internal control over financial reporting and compliance.

Pasadena, California
September 1, 2017



NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LL.C
(California Nonprofit Corporations)

COMBINED STATEMENT OF FINANCIAL POSITION
December 31, 2016
With comparative totals at December 31, 2015

2016 2015
ASSETS
Cash $ 1,890,707 $ 1,205,887
Contracts receivable, net of allowance of $35,138 (MNote 3) 845,717 1,114,652
Pledges receivable (Note 4) 390,718 278,500
Other accounts receivable 222,913 191,191
Prepaid and other assets 90,519 89,936
Property and equipment (Note 5) 1,841,104 2,076,771
TOTAL ASSETS $ 5,281,678 $ 4,956,937
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable $ 211,484 5 260,962
Accrued liabilites (Note 6) 528,010 320,405
Accountability for government-funded assets (Note 5) 478,708 478,708
TOTAL LIABILITIES 1,218,202 1,060,075
NET ASSETS
Unrestricted 1,366,400 1,378,000
Temporarily restricted (Note 9) 547,076 368,856
Permanently restricted (Note 10} 2,150,000 2,150,000
TOTAL NET ASSETS 4,063,476 3,896,862
TOTAL LIABILITIES AND NET ASSETS $ 5,281,678 $ 4,956,937

These accompanying notes are an integral part of these combined financial statements.
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REVENUE AND SUPPORT

Guovernment contracts and grants (Note 11)
Fees foe serviees (Note 1)

Cirants and contribunons

Program income (Note 12)

Specual events revenug, et of $225,607
In-kind contribunons (Note 2)

(rther inenme

{Largs) on sale of fixed assets

Net assets released from purpose sestrictions

TOTAL REVENUE AND SUPPORT

EXPENSES
Program services
Support services
lundrasing
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonpeofit Corporations)

COMBINED STATEMENT OF ACTINTTES
For the year caded December 31, 2016
With comparatve wtals for the year ended Decemnber 31, 2015

Temporarily Permancntly
Unrestricted Resiricied Restricied 2016 015

S 4,344,510 s - 5 $ 4,334,516 3,395,313
3,383,780 3,383,780 2,693,398
LU20.242 415 1,464,242 1 471,009
19,440 499,440 556,450
32,082 312,082 142,831

240400 241,631
31,2m 31,201 7,463
- (B2H)

256,740 {256,780 S
[00ER,672 178,220 - 10,266,892 H.265,638
8,081,703 8,081,703 6,742007
1,380,790 1,380,790 933,254
637,785 637,785 764,678
10,100,278 10,100,278 B.o4H1L830
{11,606} 178,220 166,614 (175,201
1378, (6 368,856 2,150,000 3,896,862 4072063
H 1,366,410 5 547076 S 2,150,000 S 4,063,476 3,496,862

These accompanying notes are an integral part of these combined financial statements.
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SALARIES AND RELATED EXPENSES
Salanes
Employee benefits and pavroll taxes
Total personne] costs

OTHER EXPENSES
Adverttsing and public reations
Auto expense
Bad debn
Bank charges
Conferences and educaton
Depreaation
Drug wsting
Dues and subsenpuons
Iiquipment rental and mamtenance
Food cozts
[n-kind supplics
Ir-kand services
Insurance
Legal and audu
{acenses and fious
Miscellancous expenses
Office expenses
Other resident expenses
Outside professonal services
Postage and dedivery
I'nntng
Repairs and maintenance
Rent
Small equipment
Supphes
Property tax
Telephone
Transportaton and parking
Travel
Unhnes

Voeational expenses

TOTAL 2016 FUNCTIONAL EXPENSES

TOTAL 2015 FUNCTIONAL EXPENSES

‘These accompanying notes are an integral part of these combined financial stalements,

NEW DIRECTIONS, INC,

AND NEW DIRECTIONS HOUSING, LLC

{Califomia Nonprofit Corporations)

COMBINED STATEMENT OF FUNCTIONAL EXPEMSLS

For the year ended December 31, 2016

Wirth comparative totals for the vear ended December 31, 2015

Program Suppornt Total Expenses
Services Services Fundraising 206 AN

5 3,043,724 § O88,416 221,834 4,553,978 $ 4,329,451
YULHIY 194,641 36,901 1,228,355 1,184,149
4,635,541 HEB,057 258,735 5,782,333 5,513,600
11,131 57 26,744 46,916 55,2484
51,914 9,161 61,075 60,114
35,138 35,138 -
10,702 1,589 12,591 21,768
20,552 3694 S 24,650 kPIHL
241,317 261,317 261,100
13,032 13,032 54,748
B,158 3,200 9975 21,333 19,507
22 746 5979 11,132 39,857 0110
241,754 3,550 544 245,848 232066
132,182 4501 136,683 283

29,904 74,950 104,948
7,113 15,408 202 102,723 46,720
151,140 131,140 282,280 +0,471
26,082 4,60% 30,685 15,358
01,459 14,1656 £0,930 94,575 91,358
19,6014 3,507 268 23,379 186,302
1,216,592 B.150 1,224,742 586,088
246,740 93428 342,644 622,852 573,421
3,559 1,521 5057 10,137 12,092
1,17 5,546 343 36,976 ANASH
262470 34,554 297,024 121,623
21,494 21,898 9,153
16,368 2RRY 19,257 15232
#8306 19,318 21,165 128,789 T1ATH
31,004 5472 36,476 1,745
49,173 11,552 16,2%) 77,015 B, BYT
49,931 8455 251 59,037 22054
44,773 8073 "1 53,839 35268
59,862 10,564 70,426 40,163
123,447 122,447 47,518

$ 8,081,703 $ 1,380,790 637,785 10,100,278
$ 6,742,907 5 933,254 704678 5 B,440,839
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NEW DIRECTIONS, INC.

AND NEW DIRECTIONS HOUSING, LLC

(California Nonprofit Corporations)

COAMBINED STATEMENT OF CASH FLOWS

For the year ended December 31, 2016
With comparative totals for the year ended December 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net cash provided
by operating actvities:
Depreciation
Loss on sale of fixed assets
(Increase) decrease in operating assets:
Contracts receivable
Pledges receivable
Other accounts receivable
Prepaid and other assets
Increase (decrease) in operating liabilives:
Accounts payable
Accrued liabilities
Accountability for government-funded assets

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment

NET CASH (USED) BY INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

These accompanying notes are an integral part of these combined financial statements.
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2016 2015
$ 166,614 3 (175,201)
261,317 261,100
- 828
268,935 (55,195)
(112,218) (39,715)
(31,722) (89,768}
(583) 59,589
(49,478} 206,514
207,605 (204,816)
- 40,441
710,470 3,777
(25,650) (40,439)
(25,650) (40,439)
684,820 (36,662)
1,205,887 1,242,549
$ 1,890,707 $ 1,205,887




NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

1 Organization

New Directions, Inc. was organized pursuant to the General Nonprofit Corporation Law of the State
of California for the purposes of empowering men and women who served in the military and their
families to lead productive and fulfilling lives. New Directions, Inc. continues to do business as New
Directions for Veterans.

The agency offers a rich array of tansformational services tatlored to meet the needs of each
individual veteran. Primary services include affordable Housing Placements and Development,
Vocational and Educational Services, Workforce Development and Job Training, Case Management,
Mental Health Counseling, and Substance Use Treatment in the context of its transitional housing
programs for both men and women veterans. These services are offered at eight locations. Since
2011, New Directions, Inc. Jaunched a homelessness prevention program and is actively engaged in
veteran specific public policy and advocacy.

New Directions, Inc. is the sole member of New Directions Housing, LLC, a California limited
liability company, established in 2005 to focus on housing needs for veterans. A combined total of
260 units of permanent supportive housing for formerly homeless veterans, were in operation in
2016. Case management services are provided onsite to veterans at its permanent supportive
housing units.

2. Summary of Significant Accounting Policies

A summary of the significant accounting policies applied in the preparaton of the accompanying
combined financial statements is as follows:

Principles of Combination

The accompanying combined financial statements include the combined accounts and transactions
of New Direcdons, Inc. and New Direcdons Housing, LLC. New Directions, Inc. and New
Directions Housing, LLC have elected to present combined financial statements. Each enuty is a
separate corporate entity with its own governing board, and as such, is responsible for and maintains
custody of, its own financial resources. Accordingly, all inter-organization transactions have been
eltminated.

Basis of Presentation

The accompanying combined financial statements have been prepared on the accrual basis of
accounting,

continued
7



NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, continued
Accounting

To ensure observance of certain constraints and restrictions placed on the use of resources, the
accounts of New Directions, Inc. and New Directions Housing, LLC are maintained in accordance
with the principles of net asset accountng. This is the procedure by which resources for various
purposes ate classified for accounting and reporting purposes nto net asset classes that are in
accordance with specified activities or objectives. Accordingly, all financial transactions have been
recorded and reported by net asset class as follows:

Unrestricted. These generally result from revenue generated by receiving unrestricted
contributions, providing services, and receiving interest from investments less expenses incurred
in providing program related services, raising contributions, and performing administrative
funcoons.

Temporarily Restricted. New Directions, Inc. and New Directions Housing, LLC reports gifts
of cash and other assets as temporarily restricted support if they are received with donor
sdpulations that kmit the use of the donated assets. When a donor restriction expires, that is,
when a supulated time restriction ends or the purpose of the restriction is accomplished,
temporarily restricted net assets are reclassified to untestricted net assets and reported in the
Combined Statement of Activities as net asscts released from program, capital, or time
restrictions,

Permanently Restricted. These net assets are restricted by donors who stipulate that resources
are to be maintained permanently, but permit New Directions, Inc. and New Directions
Housing, LLC to expend all of the income (or other economic benefits) derived from the
donated assets.

Contracts Receivable

Contracts receivable are recewvables primanly from governmental agencies. Contract receivables from
governmental agencies are primarily unsecured amounts due on cost reimbursement or performance
contracts. These amounts are deemed fully collectible as they primarily related to contracted services.
Also presented within contract reccivables are receivables due to New Directions Housing, LLC
from development partnership arrangements. Such recetvables are recorded using the allowance
method in order to reserve for potennally uncollectible contracts receivable.

continued



NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, continued
Contributions and Pledges Receivable

Unconditional promises to give that are expected to be collected within one year are recorded as net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at fair value, which is measured as the present value of their future cash flows. The
discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in
which the promuses are received. Amornzation of the discount is included in contribution revenue.
Conditional promises to give are not included as support untl the conditions are substantally met.

Fair Value Measurements

Generally accepted accounting prnciples provide gudance on how fair value should be determined
when financial statement elements are required to be measured at fair value. Valuation techniques are
ranked in three levels depending on the degree of objectivity of the inputs used with each level:

Level 1 inputs - quoted prices in active markets for idenucal assets
Level 2 inputs - quoted prices in acuve or inactve markets for the same or similar assets
Level 3 inputs - estimates using the best information available when there is little or no market

New Directions, Inc. and New Direcuons Housing, LLC are required to measure pledged
contribudons at fair value. The specific techniques used to measure fair value for these financial
statement elements are described in the notes below thar relate to each element.

Concentration of Credit Risks

New Directions, Inc. and New Dircctions Housing, LLC place their temporary cash investments
with high-credit, quality financial institutions. At tmes, such cash investments may be in excess of
the Federal Deposit Insurance Corporaton insurance limit. New Directions, Inc. and New
Directions Housing, LLC have not incurred losses related to these investments.

The contracts receivable balance outstanding at December 31, 2016 consists of government contracts
receivables due from county, state, and federal granting agencies, and receivables from housing
development partnership arrangements.

Concentration of credit risks with respect to the government contract receivables is limited, as these
receivables consist of eamed fees from contract programs granted by governmental agencies.
Concentration of credit risks with respect to the housing development partnership arrangement
receivables.

Approximately 75% of total revenue and support generated by New Directions, Inc. and New
Directions Housing, LLC for the year ended December 31, 2016 was derived from government
contracts and service fees.

contdnued
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NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

2. Summary of Significant Accounting Policies, continued
Property and Equipment

Property and equipment are recorded at cost if purchased or at fair value at the date of donation if
donated. Depreciation is computed on the straight-line basis over the esimated useful lives of the
related assets. Maintenance and repair costs are charged to expense as incurred. Property and
equipment are capitalized if the cost of an asset is greater than or equal to five thousand dollars and
the useful life is greater than one year.

Donated Materials and Services

Contributions of donated non-cash assets are measured on a non-recurring basis and recorded at fair
value in the period received. Contnibutions of donated services that create or enhance non-financial
assets or that require specialized skills, are provided by individuals possessing those skills, and would
typically need to be purchased if not provided by donaton, are recorded at fair value in the period
received. New Directions, Inc. recorded in-kind contrbutions of $241,631 for the year ended
December 31, 2016, of which $136,683 were donated materials and $104,948 were donated materials.

Income Taxes

New Directions, Inc. and New Directions Housing, LLC are exempt from taxation under Internal
Revenue Code Section 501(c){3) and California Revenue and Taxation Code Section 23701d.

Generally accepted accounting principles provide accounting and disclosure guidance about positions
taken by an organizadon in its tax returns that might be uncertain. Management has considered its tax
positions and believes that all of the positions taken by New Directions, Inc. and New Directions
Housing, LLC in their federal and state exempt organization tax returns are more likely than not to
be sustained upon examination. New Directions, Inc. and New Directions Housing, LLC’s returns
are subject to examination by federal and state taxing authorities, generally for three and four years,
respectively, after they are filed.

Functional Allocation of Expenses

Cost of providing New Dircctions, Inc. and New Directions Housing, LLC’s programs and other
actvities have been presented in the Combined Statement of Functional Expenses. During the year,
such costs are accumulated into separate groupings as either direct or indirect. Indirect or shared
costs are allocated among program and support services by a method that best measures the relative
degree of benefit. New Directions, Inc. and New Directions Housing, LLC use direct salary dollars
expense to allocate indirect costs.

continued
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NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

Summary of Significant Accounting Policies, continued
Use of Estimates

The preparation of combined financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect reported amounts of assets, liabilities, revenues, and expenses as of the date and for the
periods presented. Actual results could differ from those estimates.

Comparative Totals

The combined financial statements include certain prior-year summarized comparative information in
total but not by net asset class. Such information does not include sufficient detail to constitute a
presentaton in conformity with accounting principles generally accepted in the United States of
America. Accordingly, such information should be read in conjunction with New Directions, Inc.
and New Directdons Housing, LLC combined financial statements for the year ended December 31,
2015, from which the summarized information was derived.

Subsequent Events

Management has evaluated subsequent events through September 1, 2017, the date which the
combined financial statements were available for issue. No events or transactions have occurred
during this period that appear to require recognition or disclosure in the combined financial
statements.

Contracts Receivable

Contracts receivable at December 31, 2016 consist of the following:

Contracts receivable $880,855
Less: allowance for doubtful accounts {35.138)
2845717

Included in contracts receivable above are developer contract fee receivables of $105414 (net of the
allowance of $35,188). Given the nature of the developer contract agreements, these fees can be
received years in arrears. Thercfore, the receivable of $105414 is deemed to be a long-term
recetvable. This amount, however, has not been recorded at net present value as any discount is not
deemed to be matenal to the financial statements.

continued
1



NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

4. Pledges Reccivable
Pledges receivable are recorded as support when pledged unless designated otherwise. All pledges are
valued at their estimated fair value at December 31, 2016 and are deemed fully collectible. Therefore,
no allowance for pledges recetvable has been recorded. Pledges receivable at December 31, 2016, of
$390,718, are expected to be collected within one year

5. Property and Equipment

Property and equipment at December 31, 2016 consist of the following:

Buildings and improvements $ 5,628,853
Furniture and equipment 761,944
Land 337,186
Vehicles 274,646
7,002,629

Less: accumulated depreciation (5,161,525)
£L841.104

Depreciation expense for the year ended December 31, 2016 was $261,317.

Included in the property and equipment above are fixed assets purchased with government funds.
The government retains a reversionary interest in such property. Property acquired with these funds
is considered to be owned by New Directions, Inc. while used in the programs for which it was
purchased or other future authorized programs. When the property ts no longer in use, it reverts back
to the funding agency, or if the property is sold, the funding agency determines the use of the
proceeds. The total amount of government-funded assets as of December 31, 2016 was $478,708. A
corresponding liability is recorded for these government-funded assets at December 31, 2016. These
accounts change with the purchase of assets with government funds.

6. Accrued Liabilities

Accrued liabilities at December 31, 2016 consist of the following:

Accrued expenses $£262,976
Accrued vacation 151,771
Accrued payroll 88,111
401{k) payable __ 25152
£328010

contnued

12



NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

7. Line of Credit

New Directons, Inc. has a revolving line of credit in the amount of $150,000. The line of credir has
an interest rate of 3.75% at December 31, 2016 with a matunty date in February, 2018, New
Directons, Inc. has no outstanding amount on the line of credit at December 31, 20106.

8. Commitments and Contingencies
Obligations Under Operating Leases

New Directions, Inc. is obligated under an operating lease, expiring August 2045, with the
Department of Veterans Affairs ("VA”) for their primary operating facilities (Building 116}, at no
rent, to conduct specific services for homeless veterans as defined. Due to the unique nature of the
leased property (Buiding 116 and 257) being on federal land of the VA campus, a fair market value
for comparable and equivalent rent s unascertainable. The lease provides for payment of certain
costs, which totaled $25,000 for the year ended December 31, 2016.

New Directions, Inc. and New Directions Housing, LLC lease facilities and equipment under

operating leases with various terms. Future minimum payments, by year and in the aggregate, under
these leases with initial or remaining terms of one year or more, consist of the following:

Year ended December 31,

2017 $36,600
2018 _ 4526
841,126

Rent and lease expense under operating leases for the year ended December 31, 2016 was $54,178.
Contracts

New Directions, Inc.’s contracts are subject to inspection and audit by the appropriate governmental
funding agency. The purpose is to determine whether program funds were used in accordance with
their respectve guidelines and regulations. The potenual exists for disallowance of previously-funded
program costs. New Directions, Inc. believes the ultimate liability, if any, which may result from
these governmental audits often cannot be reasonably esumated and, accordingly New Directions,
Inc. have no current provision for the possible disallowance of program costs on their combined
financial statements.

Contingencies

New Directions, Inc. maintains four transitional housing factlities located in Los Angeles, California.
The facilities (Building 116, Building 257, Mitchell House, and Keaveney House) are funded by
government grants that restrict use to the purpose defined in the grant application, generally
homeless veterans housing. If the facilities are not used for these purposes, the government agencies
may request reimbursement for the costs funded by the grant, among other remedies.

continued
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NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

10.

Commitments and Contingencies, continued

For the year ended December 31, 2016, the U.S. Department of Veterans Affairs-West Los Angcles
did not provide any funds nor grants for any acquisition or renovation of any transitional housing
faciliies maintained by New Directions, Inc.

Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31, 2016 consist of the following;

Vocational services program $282,500
Women’s program 163,826
Mental health services 75,750
Repairs and maintenance 25,000

3547076

For the year ended December 31, 2016, $256,780 was released from restrictions, of which $114,563
were released from program restrictions and $142,217 were released from capital restrictions.

Permanently Restricted Net Assets

Permanently restricted net assets at December 31, 2016 consist of funding from the City of Los
Angeles ($1,750,000) and the City of Santa Monica ($400,000). The funding was provided in relation
to the building renovations of Building 116 and Building 257 which are on the grounds of the
Greater Los Angeles Healthcare System of the VA. Under the terms of the funding agreements, the
buildings to which the funding is associated must be used in perpetuity for the delivery of services.
Accordingly, the total amount of $2,150,000 1s classified as permanently restricted net assets.

continued
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NEW DIRECTIONS, INC.
AND NEW DIRECTIONS HOUSING, LLC
(California Nonprofit Corporations)

NOTES TO COMBINED FINANCIAL STATEMENTS

11. Government Contracts and Fees for Service

Government contracts and fees for service for the year ended December 31, 2016 consist of the

following:
Supportive Services for Veterans Families $3,120,827
Other grants and contracts 325117
Homeless Veterans Reintegration Project 319,436
Los Angeles Housing Services Authority Continuum of Care 227,488
Emergency Food and Shelter Program 201,591
Supportive Housing Program 140,057
Government contracts $4,334,516
VA Grant Per Diem 116 $1,481,544
VA Grant Per Diem Welcome Center 1,030,503
VA Grant Per Diem 257 726,303
VA Grant Per Diem Women 115,794
Department of Mental Health contract 842 and 843 29.636
fees for service $3,383,780
12, Program Income

Program income for the year ended December 31, 2016 consists of the following:

Housing partners - permanent supportive services and

case management $478,339
Miscellaneous income 21,101
2499.440

13. Fait Value Measutements

The table below presents the transactions measured at fair value on a non-recurring basis during the
vear ended December 31, 2016:

Level 1 Level 2 Level 3 Total
Pledged contributions (current year) § - & - $387,032 $387,032
Donated materials and supplies 136,683 136,683
Donated services 104,948 104,948
Total - I— 241,631 $387,032  $628,663

The fair value of current year pledged contributions is measured on a non-recurring basis using the
value provided by the donor at the date of the pledge and based on likelihood of collection (Level 3
inputs).

continued
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NOTES TO COMBINED FINANCIAL STATEMENTS

4.

15.

Fair Value Measurements, continued

The fair value of donated supplies and services is measured on a non-recurring basis using quoted
prices for similar assets and services in an inactive market (Level 2 inputs).

401(k) Safe Hatbor Plan

New Directions, Inc. offers a 401(k) Safe Ilarbor plan to their employees. The plan covers
employees who complete 90 consecutive days of employment. Employees may make contributions
to the plan up to the maximum amount allowed by the Internal Revenue Code. New Directions, Inc.
will make matching contributions equal to 100% of each eligible participant’s salary deferral
contributions (including “catch-up contributions”) that do not exceed 4% of compensation for the
plan year. Employer retirement plan expense for the year ended December 31, 2016 was $55,198.

Related Party Transactions

New Directions, Inc. formed New Directions Housing, LLC (formerly known as New Directions
Sepulveda, LLC) to be the co-general partner of two limited partnerships New Directions, Inc.
Sepulveda I, LP and New Directions, Inc. Sepulveda II, LP. These two partnerships were formed to
lease, develop, secure funding, rehabilitate and operate two buildings on the Sepulveda Veteran
Affairs site for supportive housing for homeless veterans. The construction of 147 units of
permanent supportive housing on the designated site began in late 2011 and was completed 1n mid-
2013. 40 units at El Monte and 32 units at Guy Gabaldon Senior Apartments completed construction
and were occupied in 2014. In addition, the 43 units at Glendale Veteran Village and 11 units in
Burbank completed construction placed into service in 2015.

The two entities, New Directions, Inc. and New Directions Housing, LLC, share certain common
Management and Board of Directors members. Transactions between the two entities occur
throughout the year. New Directions Fousing, LLC has a separate set of books. New Directions,
Inc. 15 the sole member of New Directions Houstng, LLC.
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