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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Catholic Charities of the East Bay
Oakland, California

Opinion

We have audited the accompanying financial statements of Catholic Charities of the East Bay (a California nonprofit
corporation) ("Catholic Charities"), which comprise the statement of financial position as of April 30, 2023, and the
related statements of activities, functional expenses, and cash flows for the year then ended and the related notes to
the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Catholic Charities of the East Bay as of April 30, 2023, 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.

Basis for Opinion

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. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Catholic Charities of the East Bay and to meet our other ethical responsibilities in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management 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, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Catholic Charities of the East Bay's ability to continue
as a going concern within one year after the date that the financial statements are available to be issued.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

e  Exercise professional judgment and maintain professional skepticism throughout the audit.



e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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
Catholic Charities of the East Bay's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Catholic Charities of the East Bay's ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified
during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
information on page 26 is presented for purposes of additional analysis 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 other 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 information is fairly stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 12, 2024, on
our consideration of Catholic Charities'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 the effectiveness of Catholic Charities's 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 Catholic Charities's internal control over financial reporting and
compliance.

Report on Summarized Comparative Information

We have previously audited Catholic Charities of the East Bay's 2022 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated June 24, 2024. In our opinion, the
summarized comparative information presented herein as of and for the year ended April 30, 2022, is consistent, in
all material respects, with the audited financial statements from which it has been derived.
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San Ramon, California

November 12, 2024



Catholic Charities of the East Bay
Statement of Financial Position
April 30, 2023
(With Comparative Totals for 2022)

2023 2022
ASSETS
Current assets
Cash and cash equivalents $ 696,312 $ 164,615
Cash and cash equivalents held for other organizations 936,628 3,501,487
Grants receivable, net 1,356,872 2,788,539
Contributions receivable, net 28,263 221,313
Prepaid and other current assets 47,112 26,561
Total current assets 3,065,187 6,702,515
Noncurrent assets
Cash and cash equivalents held for long-term purposes 652,789 1,506,271
Investments in marketable securities 21,261,819 20,779,175
Receivable from charitable remainder trust - 191,633
Contributions receivable, net of current portion 536,149 407,287
Operating lease right-of-use asset, net 897,137 -
Property and equipment, net 1,921,226 2,133,255
Endowment investments 4,780,365 4,886,862
Total noncurrent assets 30,049,485 29,904,483
Total assets $ 33,1 14,672 $ 36,606,998
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable and accrued expenses $ 1,482,145 $ 1,480,516
Funds held for other organizations 2,330,505 3,501,487
Deferred revenue 278,232 -
Line of credit 729,411 437,711
Paycheck Protection Program refundable advance 76,442 115,219
Current portion of note payable 52,547 50,242
Current portion of operating lease liability 136,086 -
Total current liabilities 5,085,368 5,585,175
Long-term liabilities
Note payable, net of current portion 985,451 1,038,005
Operating lease liability, noncurrent 771,867 -
Total long-term liabilities 1,757,318 1,038,005
Total liabilities 6,842,686 6,623,180
Net assets
Without donor restrictions
Operating surplus (deficit) (2,152,025) 632,666
Board designated 11,580,229 12,700,801
Total without donor restrictions 9,428,204 13,333,467
With donor restrictions 16,843,782 16,650,351
Total net assets 26,271,986 29,983,818
Total liabilities and net assets $ 33,114,672 3 36,606,998

The accompanying notes are an integral part of these financial statements.
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Catholic Charities of the East Bay
Statement of Activities
For the Year Ended April 30, 2023
(With Comparative Totals for 2022)

Revenues, gains and other support
Contributions
Bequests
Private grants
Paycheck Protection Program grant
Government grants
Program services revenue
Fundraising and special events
Other revenue
Net assets released from restriction

Total revenues, gains and other support

Functional expenses
Program services
Support services
Management and general
Fundraising
Total support services
Total functional expenses

Change in net assets from operations

Non-operating activity

Realized and unrealized gains (losses), net of

investment expenses of $178,898
Interest and dividends
Total non-operating activity

Change in net assets
Net assets, beginning of year

Net assets, end of year

Without
Donor With Donor 2023 2022
Restrictions Restrictions Total Total
$ 1,291,088 $ 49,029 $ 1,340,117 1,623,762
183,912 400,000 583,912 885,976
379,250 205,750 585,000 1,186,120
- - - 1,312,137
5,167,982 - 5,167,982 8,708,305
437,715 - 437,715 409,303
48,341 - 48,341 152,977
191,978 - 191,978 92,243
967,423 (967.423) - -
8,667,689 (312,644) 8,355,045 14,370,823
9.924.368 - 9.924.368 10,807,545
1,975,111 - 1,975,111 3,736,549
706,072 - 706,072 574,338
2,681,183 - 2,681,183 4,310,887
12,605,551 - 12,605,551 15,118,432
(3,937,862) (312,644) (4,250,506) (747,609)
(242,521) 199,291 (43,230) (2,216,084)
275,120 306,784 581,904 385,814
32,599 506,075 538,674 (1,830,270)
(3,905,263) 193,431 (3,711,832) (2,577,879)
13,333,467 16,650,351 29.983.818 32,561,697

$ 9428204 $ 16,843,782

$ 26,271,986 $ 29.983.818

The accompanying notes are an integral part of these financial statements.

4



Personnel expenses
Salaries and wages
Employee benefits
Payroll taxes
Total personnel expenses

Contract services

Financial assistance to individuals
Occupancy expense
Depreciation and amortization
Other expenses
Telecommunications

Printing and publications
Supplies

Travel

Interest expense

Events

Training and conferences
Postage

Equipment rental

Total 2023 functional expense

Total 2022 functional expense

Catholic Charities of the East Bay

Statement of Functional Expenses
For the Year Ended April 30, 2023
(With Comparative Totals for 2022)

Support Services

Program Management Total Support 2023 2022

Services and General Fundraising Services Total Total
$ 4,386,172 $ 683453 § 235,782 $ 919,235 § 5,305,407 $ 5,515,404
479,651 9,338 24,387 33,725 513,376 577,374
392,471 59,735 18,664 78,399 470,870 565,934
5,258,294 752,526 278,833 1,031,359 6,289,653 6,658,712
1,064,951 848,684 330,487 1,179,171 2,244,122 1,597,960
2,135,009 - - - 2,135,009 5,321,029
649,709 94,447 25,409 119,856 769,565 593,323
184,723 20,870 5,283 26,153 210,876 177,976
295,577 152,472 29,169 181,641 477,218 379,479
115,039 12,419 4919 17,338 132,377 136,141
12,125 15,498 21,375 36,873 48,998 20,536
16,701 14,935 1,389 16,324 33,025 40,513
21,023 1,732 108 1,840 22,863 8,413
65,379 202 - 202 65,581 76,498
57,786 21,257 3,196 24,453 82,239 15,783
7,488 1,907 82 1,989 9,477 15,182
18,891 4,489 5,296 9,785 28,676 28,258
21,673 33,673 526 34,199 55,872 48,629

$ 9924368 $ 1975,111 § 706,072 $ 2,681,183 $ 12,605,551

$ 13,199,804 $ 1318901 § 599,727 $§ 1,918,628 $ 15,118,432

The accompanying notes are an integral part of these financial statements.



Catholic Charities of the East Bay
Statement of Cash Flows
For the Year Ended April 30, 2023
(With Comparative Totals for 2022)

2023 2022
Cash flows from operating activities
Change in net assets $ (3,711,832) $ (2,577,879)
Adjustments to reconcile change in net assets to net cash
used in operating activities
Depreciation and amortization 210,876 177,976
Amortization of right-of-use asset 129,416 -
Net realized and unrealized losses on investments 43,230 2,216,084
Changes in operating assets and liabilities
Grants receivable, net 1,431,667 (1,982,244)
Contributions receivable, net 64,188 313,584
Prepaid and other current assets (20,551) 13,948
Accounts payable and accrued expenses 1,629 382,878
Funds held for other organizations (1,170,982) 751,032
Deferred revenue 278,232 (172,678)
Paycheck Protection Program refundable advance (38,777) (1,296,918)
Operating lease liability (118,600) -
Net cash used in operating activities (2,901,504) (2,174,217)

Cash flows from investing activities
Purchases of investments

(10,584,626)

(11,178,936)

Redemption of investments 10,356,882 11,135,697

Purchases of property and equipment - (4,477)

Disposals of property and equipment 1,153 -
Net cash used in investing activities (226,591) (47,716)
Cash flows from financing activities

Principal payments on note payable (50,249) (47,686)

Net borrowings on line of credit 291,700 8,143
Net cash provided by (used in) financing activities 241,451 (39,543)
Net decrease in cash, cash equivalents and cash held for other organizations

and long-term purposes (2,886,644) (2,261,476)
Cash, cash equivalents and cash held for other organizations and long-term

purposes, beginning of year 5,172,373 7,433,849

Cash, cash equivalents and cash held for other organizations and long-term

purposes, end of year $ 2285729 § 5,172,373

The accompanying notes are an integral part of these financial statements.
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Catholic Charities of the East Bay
Statement of Cash Flows
For the Year Ended April 30, 2023
(With Comparative Totals for 2022)

2023 2022

Cash, cash equivalents and cash held for other organizations and long-term purposes consisted of the following:

Cash and cash equivalents $ 696,312 $ 164,615
Cash and cash equivalents held for other organizations 936,628 3,501,487
Cash and cash equivalents held for long-term purposes 652,789 1,506,271

$ 2,285,729 § 5,172,373

Supplemental disclosure of cash flow information

Cash paid during the year for interest $ 65,581 §$ 76,498

Supplemental schedule of noncash investing and financing activities

Operating lease right-of-use asset obtained in exchange for operating
lease liability $ 1,026,553 $ -

The accompanying notes are an integral part of these financial statements.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023

NATURE OF OPERATIONS

Catholic Charities of the Diocese of Oakland, Inc. known in the community as Catholic Charities
East Bay ("Catholic Charities") is a not-for-profit corporation, the Board members of which are
elected subject to the approval of the Roman Catholic Bishop of the Diocese of Oakland.

Founded in 1935, after the consolidation of numerous Catholic Aid agencies to more effectively
serve the poor and marginalized during the Great Depression, Catholic Charities supports
children, youth, families, and seniors from crisis to stability to well-being in Alameda and Contra
Costa counties. Catholic Charities provides compassionate services that honor the dignity of
those served. Inspired by our faith and Catholic Social Teaching, Catholic Charities heeds the
call of Pope Francis to help the vulnerable, serving people in need regardless of religious belief,
race, national origin, gender or sexual orientation.

As the social service arm of the Bishop of Oakland, Catholic Charities is a member of Catholic
Charities USA and Catholic Charities California, collectively among the largest providers of
human services nationally and within the State of California. Catholic Charities is nationally
accredited through the New York-based Council on Accreditation, demonstrating the
implementation of best practice standards in the field of human services in all aspects of Catholic
Charities’ programs, services, management and administration.

Catholic Charities' programs are organized under four primary service areas:

Mental Health and Violence Prevention

The Mental Health and Violence Prevention division focuses on prevention, family and
community engagement, and restorative practices. Services and supports within the division
prioritize individuals, children, youth, and families in Alameda and Contra Costa counties. Our
mental health and wellness approach incorporates family and community education, healing, and
restorative practices, responses to community violence, and family preservation services in
partnership with county social service agencies. Clinical services include brief therapy models of
assessment, triage, and referrals for mild to moderate mental health needs. The team provides
coaching and consultation in homes, schools, community locations, and faith-based settings.

Immigration Legal Services

The Immigration Legal Services division helps people in Alameda and Contra Costa counties
with immigration issues when they don’t have immediate legal solutions. The immigration team
offers services that include legal consultations, naturalization, U.S Citizenship classes,
permanent residency applications and renewals, family-based VISA petitions, and services to
unaccompanied minors. The team includes qualified legal experts and Department of Justice
accredited representatives. They understand the importance of building trust and using practices
sensitive to trauma.



Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
NATURE OF OPERATIONS (continued)

Housing Services

The Housing Services division supports residents of Alameda and Contra Costa counties with
emergency rental assistance, rental deposits, utility payments, and case management services for
community members struggling with finding sustainable housing. Through community
partnerships, the team helps housing clients maintain their current housing through rental
assistance and provides case management services to identify other resources to improve their
quality of life.

Disaster Emergency Services

Catholic Charities, supported by the Federal Emergency Management Agency (FEMA), Catholic
Charities California, and the California Office of Emergency Services, offers case management
services to people affected by natural disasters in Alameda and Contra Costa counties. This
service, called Disaster Case Management (DCM), provides survivors with a single contact to
access various programs and resources to address their disaster-related needs. A disaster case
manager helps each client create a recovery plan and identifies available assistance based on
their situation and needs.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

The financial statements of Catholic Charities are prepared on the accrual basis of accounting
and in conformity with accounting principles generally accepted in the United States of America
("U.S. GAAP") specific to nonprofit organizations. Catholic Charities is required to report
information regarding its financial position and activities according to two classes of net assets:
net assets without donor restrictions and net assets with donor restrictions.

o Net assets without donor restrictions - consist of all resources that have not been restricted by
a donor and are available to support Catholic Charities' activities. Net assets without donor
restrictions may be designated for specific purposes by the Board of Directors of Catholic
Charities.

o Net assets with donor restrictions - represent contributions that are limited in use in
accordance with donor-imposed stipulations. These stipulations may expire with time or may
be satisfied by the actions of Catholic Charities according to the intention of the donor. Upon
satisfaction of such stipulations, the associated net assets are released from net assets with
donor restrictions and reported as net assets without donor restrictions. This occurs by
increasing one class of net assets and decreasing another in the statement of activities. These
transactions are reported as net assets released from restriction and are reported separately
from other transactions.



Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents

Catholic Charities considers all highly liquid investments with original maturity dates of three
months or less to be cash equivalents.

Catholic Charities classifies cash and cash equivalents available for operations within the next 12
months as current assets. Any cash and cash equivalents that are not available for operations
within the next 12 months are classified as non-current assets.

Grants receivable, net

Grants receivable are primarily from government agencies. An allowance for doubtful grants
receivable is provided based upon management's judgment including such factors as prior
collection history, type of grant and current aging of grants receivable.

Contributions and contributions receivable

Contributions received are reported as net assets with donor restrictions or net assets without
donor restrictions, depending upon donor restrictions, if any.

Contributions, including unconditional promises to give, are recognized as revenue in the period
the promise is received. Conditional promises to give are not recognized until they become
unconditional; that is, when the barrier has been overcome and the right of release/right of return
no longer exists. Contributions that are promised in one year but are not expected to be collected
until after the end of that year are discounted at an appropriate discount rate commensurate with
the risks involved which ranged from 0.16% to 2.79% during the year ended April 30, 2023.
Amortization of any such discounts is recorded as additional contribution revenue in accordance
with donor-imposed restrictions, if any, on the contributions. An allowance for doubtful
contributions receivable is provided based upon management's judgment including such factors
as prior collection history, type of contribution and current aging of contributions receivable.

Contributed goods and services

Donated materials and equipment are recorded based on the estimated fair value at the date the
contribution is made. Donated services are recognized as contribution revenue for certain
services received at the fair value of those services, if the services (a) create or enhance non-
financial assets, or (b) require specialized skills that are provided by individuals possessing those
skills, and would be purchased if not donated. During the year ended April 30, 2023, Catholic
Charities received $650 in-kind goods and services.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments

Investments are stated at fair value. Investments in stocks which are listed on national securities
exchanges, quoted on NASDAQ, or on the over-the-counter market are valued at the last reported
sale price, or in the absence of a recorded sale, at a value between the most recent bid and asked
prices. Investments in mutual funds, fixed annuities and charitable remainder trusts are valued at
the net asset value of shares held by Catholic Charities at year-end. Any change in the carrying
amount of investments held is included in the statement of activities as unrealized gain or loss.
All investment income, gains and losses are reported as net assets without donor restrictions
unless their use is restricted by explicit donor restriction or by law.

Investment transactions are recorded on trade date. Realized gains and losses on sales of
investments are determined on the specific identification basis. Unrealized gains or losses on
investments resulting from gain value fluctuations are recorded in the statement of activities net
of investment expenses.

Fair value measurements

Fair value is defined as the exchange price that would be received for an asset or paid to transfer
a liability (an exit price) in the principal or most advantageous market for the asset or liability in
an orderly transaction between market participants on the measurement date. Catholic Charities
determines the fair values of its assets and liabilities based on a fair value hierarchy that includes
three levels of inputs that may be used to measure fair value (Level 1, Level 2 and Level 3).

This hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three
levels:

e Level I - Quoted market prices are available in active market for identical assets or liabilities
as of the reporting date.

e Level 2 - Pricing inputs are other than quoted prices in active markets, which are either
directly or indirectly observable as of the reporting date, and fair value is determined through
the use of models or other valuation methodologies.

e Level 3 - Pricing inputs are observable and shall be used to measure fair value to the extent
that observable inputs are not available. The inputs into the determination of fair value are
based upon the best information available and require significant management judgment or
estimation.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such cases, the level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement.

The following methods and assumptions were used to estimate the fair value of assets and
liabilities:

11



Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair value measurements (continued)

e Investments (Level 1). Investments in equity and debt securities are valued at their fair values
as determined primarily by quoted market prices.

e Charitable remainder trust (Level 3). Charitable remainder trusts are valued by calculating the
present value of the future distributions expected to be received, using published life
expectancy tables, estimated investment growth rates, and a long-term US Treasury Bond rate
at the date of recognition.

Property and equipment

Catholic Charities capitalizes all property and equipment with a cost greater than $2,500 with an
estimated useful life in excess of one year. Property and equipment is carried at cost or, if
donated, at the estimated fair value on the date of the contribution. Minor repairs and
maintenance are charged against earnings as incurred. Major repairs and maintenance that
extend the useful life of the respective asset are capitalized. Whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recovered, Catholic
Charities, using its best estimates and projections, reviews the carrying value of long-lived
identifiable assets to be held and used in the future for impairment. Catholic Charities will
record impairment losses when determined.

Depreciation and amortization of property and equipment is computed using the straight-line
method over the following estimated useful lives:

Buildings 10 - 30 years
Automobiles 3 - 5 years
Furniture and fixtures 3 -7 years

Revenue recognition

Revenues or support are reported as increases in net assets without donor restrictions unless
subject to donor-imposed restrictions. If revenue is subject to donor restrictions, it is included in
net assets with donor restrictions and, once restrictions are met, is released from restrictions and
recorded ass revenue released to net assets without donor restrictions. Expenses are reported as
decreases in net assets without donor restrictions. Gains and losses on investments and other
assets or liabilities are reported as increases or decreases in net assets without donor restrictions
unless restricted by explicit donor stipulation by the law.

e Government grants - Catholic Charities recognizes revenue from grants for programmatic
purposes when the promise to give is deemed unconditional. Conditional promises to give are
recognized only when the barrier has been overcome and the right of release/right of return no
longer exists.

12



Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

e Private grants - Private grants are recognized when the grantor makes a promise to give to
Catholic Charities that is, in substance, unconditional. Conditional promises to give are
recognized only when the barrier has been overcome and the right of release/right of return no
longer exists.

e Program services revenue - Program service revenue consists primarily of fees for housing,
counseling, and immigration services and are recognized as services are performed.

e Bequests - Bequests are recognized as income at the time an assailable right to the gift has
been established and the proceeds are measurable in the amount. The Board has designated
that funds received by bequest shall not be used for current operations, but be transferred in
the investment fund for long-term use.

Government grants

Government grants are generally received under contracts from federal, state, county and city
agencies. These contracts are conditioned upon certain performance requirements and/ or the
incurrence of allowable qualifying expenses. Amounts received are recognized as revenue when
Catholic Charities has incurred expenditures in compliance with specific contract or grant
provisions. Catholic Charities has elected a simultaneous release option to account for these
grants and thus are recorded as revenue without donor restriction upon satisfaction of the
barriers. Amounts received prior to incurring qualifying expenditures or performing the required
services are reported as a component of deferred revenue. There was $278,232 of deferred
revenue recorded as of April 30, 2023. The Organization received cost-reimbursable grants of
approximately $174,162 that have not been recognized at April 30, 2023 because qualifying
expenditures have not yet been incurred.

Deferred revenue

Deferred revenue consists of deposits received in the current fiscal year that pertain to services to
be performed in the following fiscal year.

Functional expenses

The costs of providing program and supporting services activities have been summarized on a
functional basis in the statement of activities. The statement of functional expenses presents the
natural classification detail of expenses by function. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

13



Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Functional expenses (continued)

Direct identification of specific expenses is Catholic Charities' preferable method of charging
expenses to various functions. Catholic Charities has a number of expenses which relate to more
than one program or supporting activity, or to a combination of programs and supporting
activities. Expenses, such as payroll and benefits, have been allocated among program services
and supporting services based upon the employees' time spent by function. Facility related costs
such as depreciation and amortization have been allocated based on square footage. Insurance
has been allocated based on estimated percent of payroll by each functional classification.

Concentration of credit risk

Catholic Charities maintains its cash balances with a high quality institution. Periodically, such
amounts may exceed Federal Deposit Insurance Corporation ("FDIC") limits. Risks associated
with cash are mitigated by banking with creditworthy institutions. Catholic Charities has not
experienced any losses in such accounts.

Income tax status

Catholic Charities of the East Bay is exempt from Federal income and California franchise taxes
under provisions of Section 501(c)(3) of the Internal Revenue Code and Section 27301d of the
California Revenue and Taxation Code. As such, there is no provision for income taxes.

Catholic Charities has evaluated its current tax positions and has concluded that as of April 30,
2023, Catholic Charities does not have any significant uncertain tax positions for which a reserve
would be necessary.

Use of estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

Summarized comparative financial information

The financial statements include certain prior-year summarized comparative information in total
but not by net asset classification. Such information does not include sufficient detail to
constitute a presentation in conformity with U.S. GAAP. Accordingly, such information should
be read in conjunction with Catholic Charities' financial statements for the year ended April 30,
2022, from which the summarized information was derived.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recently adopted accounting pronouncements

In February 2016, FASB issued ASC 842, Leases, to increase transparency and comparability
among organizations by requiring the recognition of right-of-use ("ROU") assets and lease
liabilities on the statement of financial position. Most prominent among the changes in the
standard is the recognition of ROU assets and lease liabilities by lessees for those leases
classified as operating leases. Under the standard, disclosures are required to meet the objective
of enabling users of financial statements to assess the amount, timing, and uncertainty of cash
flows arising from leases.

Catholic Charities adopted the standard effective May 1, 2022 using the modified retrospective
method. Catholic Charities recognized and measured leases existing at, or entered into after,
May 1, 2022, with certain practical expedients available. Accordingly, the results for the prior
comparable periods were not adjusted to conform to the current period measurement or
recognition of results.

Catholic Charities elected the available practical expedients to account for existing operating
leases under the new guidance, without reassessing (a) whether the contracts contain leases under
the new standard, (b) whether classification of capital leases or operating leases would be
different in accordance with the new guidance, or (c) whether the unamortized initial direct costs
before transition adjustments would have met the definition of initial direct costs in the new
guidance at lease commencement.

As a result of the adoption of the new lease accounting guidance, Catholic Charities recognized
on May 1, 2022, an initial lease liability of $1,026,553 which represents the present value of the
remaining operating lease payments of $1,083,947, discounted at a weighted-average risk-free
rate of 1.39%, and a right-of-use asset of $1,026,553.

The standard had an impact on Catholic Charities statement of financial position as of April 30,
2023, but did not have a material impact on Catholic Charities statement of activities, nor
statement of cash flows for the year then ended. The most significant impact was the recognition
of a ROU asset and a lease liability for an operating lease on the statement of financial position
as of April 30, 2023.

Reclassifications

Certain amounts in the 2022 financial statements have been reclassified to conform to the 2023
presentation.

CONTRIBUTIONS RECEIVABLE, NET

Unconditional promises to give, which are not expected to be collected until after the year
promised, are reflected in the accompanying financial statements as contributions receivable and
revenue in the appropriate net asset category.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
CONTRIBUTIONS RECEIVABLE, NET (continued)

Contributions receivable, net consisted of the following as of April 30, 2023:

Receivable in less than one year $ 47,902
Receivable in one to five years 551,718
599,620
Less discount on long-term pledges (15,569)
Less allowance for uncollectible contributions receivable (19,639)
5 s64412
INVESTMENTS

Investments consisted of the following:

Investments in marketable securities $ 21,261,819
Endowment investments 4,780,365

§ 26,042,184

The following table sets forth by level, within the fair value hierarchy, Catholic Charities of the
East Bay's investment assets at fair value as of April 30, 2023:

Level 1 Level 2 Level 3 Fair Value

Fixed income $ 6975732 §$ - 3 - $ 6,975,732
Equities 15,170,795 - - 15,170,795
Alternative stocks 2,723,917 - - 2,723,917
Structured investments - 1,171,740 - 1,171,740
$24.870.444 §$§ 1,171,740 $ - $26,042,184

The following table sets forth a summary of changes in the fair value of Level 3 investments for
the year ended April 30, 2023:

Balance, beginning of year $ 191,633
Redemption of charitable remainder trust (191,633)
Balance, end of year s -
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
PROPERTY AND EQUIPMENT, NET

Property and equipment, net consisted of the following as of April 30, 2023:

Land $ 374,224
Buildings 4,016,566
Automobiles 40,634
Furniture and fixtures 503,418
4,934,842

Accumulated depreciation and amortization (3.013.616)
$ 1,921,226

Depreciation and amortization expense for the year ended April 30, 2023 was $210,876.
FUNDS HELD ON BEHALF OF OTHER ORGANIZATIONS

Catholic Charities collects money from Catholic parishes to benefit other Catholic charitable
organizations. On January 1, 2023, this collection effort was transferred to the Diocese of
Oakland.

Catholic Charities also acts as a fiscal agent for disbursing the San Francisco Chronicle's Season
of Sharing fund in Alameda and Contra Costa Counties and Alameda County's Homeless &
Emergency Lodging Program ("HELP"). The Season of Sharing and HELP funds are used
primarily for housing assistance to individuals. Alameda County Department of Social Services
and Contra Costa County administer the Season of Sharing program, which involves county
social services agencies and other community organizations it designates to screen and direct
disbursements to eligible individuals. Catholic Charities is one of the designated organizations.
The HELP program is administered by the Alameda County Department of Social Services and
modeled off of the Season of Sharing program, but is restricted to Alameda County residents.

As of April 30, 2023, Catholic Charities did not have sufficient cash reserve set aside to fulfill
the funds held on behalf of other organization. Subsequent to year end (See Note 17), the board
of directors approved borrowing money from the board designated endowment investments to
ensure sufficient cash reserves are set aside to fulfill the liability.

LINE OF CREDIT

During May 2019, Catholic Charities entered into a liquidity access line agreement with a major
financial institution. The line has a borrowing limit of $4,000,000 and bears interest at the 30-
day average secured overnight financing rate ("SOFR") for such day plus the interest spread
(6.43% at April 30, 2023). Catholic Charities has a balance outstanding of $729,411 at April 30,
2023. The line is collateralized by a portion of Catholic Charities' investment balance and is due
on demand (see Note 10).
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023

NOTE PAYABLE

In December 2012, Catholic Charities entered into a note payable agreement with a corporation
for the purchase of a building in Richmond, California, with the payments being amortized over a
20 year period. During the year ended April 30, 2018, Catholic Charities refinanced the
mortgage note. The note bears interest at a fixed rate of 4.93% with principal and interest
payments due monthly. The note is secured by a first deed of trust on the property and the
remaining unpaid balance with any interest is repayable on June 29, 2037.

The future maturities of the note payable are as follows:

Year ending April 30,

2024 $ 52,547
2025 55,227
2026 57,905
2027 60,713
2028 63,559
Thereafter 748,047
5103799

PAYCHECK PROTECTION PROGRAM

On May 3, 2020, Catholic Charities received loan proceeds of $1,412,115 from a promissory
note issued by MUFG Union Bank, N.A., under the Paycheck Protection Program ("PPP") which
was established under the Coronavirus Aid, Relief, and Economic Security ("CARES") Act and
is administered by the U.S. Small Business Administration. The term on the loan was two years
and the annual interest rate was 1.00%. Payments of principal and interest were deferred for the
first six months of the loan. On April 7, 2021, Catholic Charities received a second PPP loan,
with proceeds of $1,412,137 from a promissory note issued by Bank of the West. The term on the
loan is 66 months, and the annual interest rate is 1.00%. Payments of principal and interest are
deferred for the first year of the loan. Under the terms of the CARES Act, PPP loan recipients
can apply for and be granted forgiveness for all or a portion of the loans granted under PPP. Such
forgiveness will be determined based on the use of the loan proceeds for payroll costs, rent and
utility expenses and the maintenance of workforce and compensation levels with certain
limitations. On September 15, 2021, the first PPP loan was forgiven in full. Catholic Charities
has not applied for forgiveness of the second PPP loan as of the date of the audit report. Catholic
Charities believes that it will likely qualify for forgiveness on the vast majority of the second
PPP loan, but there is uncertainty around the standards and operation of the PPP, and no
assurance is provided that Catholic Charities will obtain forgiveness in whole or in part.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023

PAYCHECK PROTECTION PROGRAM (continued)

Catholic Charities recorded the loans as a refundable advance and recognized grant revenue in
accordance with guidance for conditional contributions, that is, once the measurable performance
or other barrier and right of return of the PPP loan no longer existed. All conditions for amounts
recognized as revenue totaling $1,312,137 had been met as of April 30, 2022. During the year
ended April 30, 2023, Catholic Charities made payments amounting to $46,623 on the refundable
advance for amounts where conditions of the program were not expected to be met. As of April
30, 2023, the PPP refundable advance amounted to $76,442 and includes $15,239 of accrued
interest. Additional payments on the PPP refundable advance were made subsequent to year end
(See Note 17) and Catholic Charities expects to apply for forgiveness for the amounts recognized
into revenue under the second PPP loan within the next fiscal year.

NET ASSETS WITHOUT DONOR RESTRICTIONS

Net assets without donor restrictions consisted of the following as of April 30, 2023:

Board designated - Endowment § 4,676,068
Board designated - Pledged securities 6,000,000
Board designated - Care for the Elderly 904,161

11,580,229

Operating deficit (2,152,025)

$ 9428204
NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consisted of the following as of April 30, 2023:

Housing Counseling $ 94,357
Immigration 121,845
Mental Health: Violence Prevention 25,000
Federal homelessness advocacy 13,012,062
Rolke Family Foundation Endowment Fund 104,297
Youth: Restorative Justice & Violence Prevention 92,741
Financial assistance 689,363
Family literacy program 106,112
Care for the elderly 1,000,643
General support 599,620
Family/Children Programming 997,742

51684378
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023

NET ASSETS WITH DONOR RESTRICTIONS (continued)

During the year ended April 30, 2020, Catholic Charities received a contribution in the form of a
60-unit apartment building which Catholic Charities subsequently sold to a 3rd party. The use of
the proceeds of the sale and any earnings on the investment of the proceeds of the sale are
restricted by the donor for federal homelessness advocacy.

For the year ended April 30, 2023, net assets released from restriction were $967,423, which
were released from time and purpose restrictions.

ENDOWMENT

The Catholic Charities' endowment consists of donor-restricted endowment funds and board-
designated endowment funds. As required by U.S. GAAP, net assets associated with endowment
funds, including funds designated by the Board of Directors to function as endowments, are
classified and reported based on the existence or absence of donor-imposed restrictions.

Interpretation of relevant law

In accordance with Uniform Prudent Management of Institutional Funds Act ("UPMIFA"),
Catholic Charities considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the organization and the endowment fund

(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of the Catholic Charities

(7) The investment policies of the Catholic Charities

Return objectives and risk parameters

Catholic Charities has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets. Under this policy, as
approved by the Board of Directors, Catholic Charities diversifies its investments, subject to
practicality constraints, among a variety of asset classes so as to provide a balance that will
enhance total real return while avoiding undue risk concentration in any single asset class or
investment category.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
ENDOWMENT (continued)

Spending policy

Catholic Charities has established an unrestricted board-designated endowment to set aside and
invest bequested assets in perpetuity to provide for the long-term financial stability of Catholic
Charities. As part of the annual budget process, the Board of Directors uses their discretion to
determine the appropriate utilization of the funds, using 4% of the 3 year fair market value of the
endowment as a guide. All earnings of the endowment funds not withdrawn are reinvested.

Endowment composition

Endowment net asset composition by type of fund as of April 30, 2023 is as follows:

Without Donor With Donor

Restrictions Restrictions Total
Board-designated endowment $ 4,676,068 $ - $ 4,676,068
Donor-restricted endowment - 104,297 104,297

§ 4,676,008 $ 104297 § 4,780,365

Changes in endowment net assets for the fiscal year ended April 30, 2023 is as follows:

Without Donor With Donor

Restrictions Restrictions Total
Balance, April 30, 2022 $ 4,783,507 $ 103,355 § 4,886,862
Investment return

Interest and dividends 259,720 783 260,503
Net realized and unrealized gain (loss) (160,059) 159 (159,900)

Total investment return 99,661 942 100,603
Appropriation (207,100) - (207,100)

Balance, April 30, 2023 $ 4,676,068 $ 104,297 $ 4,780,365

RIGHT-OF-USE LEASE ASSET AND LESSEE OBLIGATION

Catholic Charities leases commercial space under an operating lease agreement which was
previously scheduled to expire in November 2024 with the option to extend the term of the lease
for an additional 5 years. Subsequent to year-end, Catholic Charities exercised this option and
the lease now expires on November 30, 2029. Catholic Charities is obligated to make variable
payments ranging from $10,874 to $12,984 per month as base rent over the term of the lease.
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Catholic Charities of the East Bay
Notes to Financial Statements
April 30, 2023
RIGHT-OF-USE LEASE ASSET AND LESSEE OBLIGATION (continued)

Lease expense associated with the lease was $142,938 during the year ended April 30, 2023.
Lease expense is included in occupancy expenses in the accompanying statement of functional
expenses.

A summary of the remaining lease term and discount rate is as follows:
Weighted-average lease discount rate 1.39%
Weighted-average remaining lease term in years 6.59

The scheduled minimum lease payments under the lease terms are as follows:

Year ending April 30,

2025 $ 136,086
2026 138,438
2027 140,168
2028 144,373
2029 148,704
Thereafter 244,056
951,825
Less: imputed interest (43.872)
$ 907,953
RETIREMENT PLAN

On November 1, 2008, Catholic Charities adopted a 403(b) plan. Employees are eligible to
participate. There is no minimum age or service requirements for employees to make salary
reduction contributions to the plan. Eligibility for employer base and matching contributions are
offered only to employees age 18 and older who have completed 1,000 hours of service within
any 12-month period of employment with Catholic Charities or other members of the Catholic
Charities USA network and the Roman Catholic Diocese of Oakland. The established base
contribution rate is 3% of compensation. Contributions paid to the plan for the year ended April
30, 2023 amounted to $52,555.

CONCENTRATIONS

During the year ended April 30, 2023, grants made by four grantors accounted for approximately
87% of total revenue. During the year ended April 30, 2023, bequests from one individual
accounted for 95% of the bequest revenue, grants from three organizations accounted for 55% of
private grant revenue, and grants from two grantors accounted for 89% of government grant
revenue. As of April 30, 2023, amounts from three grantors accounted for approximately 90% of
total grants receivable, and two donors accounted for approximately 29% of contributions
receivable.
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LIQUIDITY AND FUNDS AVAILABLE

As part of Catholic Charities' liquidity management, it structures its financial assets to be
available as its general expenditures, liabilities, and other obligations come due. To meet
liquidity needs, Catholic Charities has cash and cash equivalents available. Additionally, grants
receivable consist primarily of amounts due from third parties that have been historically
collected within 60 days of the year-end. Contributions receivable that are considered current
will be collected from donors within one year from the date of the statement of financial position
and will be available for general expenditures.

Monthly, the Finance and Investment Committee of the Board of Directors reviews Catholic
Charities' statement of financial position and discusses what may be a reasonable cash position to
maintain. The Finance and Investment Committee has set 30 days in cash as the minimum for
fiscal year 2023, with the expectation that Catholic Charities will continue to build toward a
minimum of 60 days in cash.

The following is a quantitative disclosure which describes assets that are available within one
year of April 30, 2023 to fund general expenditures and other obligations when they become due:

Financial assets

Cash and cash equivalents $ 696,312
Grants receivable, net 1,356,872
Contributions receivable, net 28,263

Financial assets available to meet cash needs for general expenditure
within one year $ 2,081,447

Catholic Charities has financial assets and cash and cash equivalents available at April 30, 2023
to cover approximately 63 days and 21 days, respectively, of operating expenses based on the
fiscal year 2024 daily budgeted run rate for all program and support services expense of
approximately $32,800 excluding depreciation.

It is highly probable that net assets with time and purpose restrictions that are included in cash
and cash equivalents at April 30, 2023 will be released and available for general expenditure
within one year.

In the event of an unanticipated liquidity need, Catholic Charities may draw upon its $4,000,000
available operating line of credit. See Note 7 for further description of the line of credit. In
addition, the board-designated funds could be made available in its entirety if needed (see Note
10).

SUBSEQUENT EVENTS

Subsequent events have been evaluated through November 12, 2024, which is the date the
financial statements were available to be issued. No subsequent events, other than that described
below, have occurred that would have a material impact on the presentation of Catholic
Charities's financial statements.
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SUBSEQUENT EVENTS (continued)

Subsequent to year-end, Catholic Charities made payments amounting to $76,442 on the
refundable advance.

Catholic Charities has drawn approximately $1,550,000 on its line of credit since April 30, 2023.

Subsequent to year end, the board of directors approved borrowing money from the board
designated endowment investments totaling $2,644,714 to pay down $1,788,233 of funds held
for others and to cover $856,481 of operating needs, in addition to the annual appropriation.

Subsequent to year-end, Catholic Charities entered into a purchase agreement with a buyer to sell
the property at 217 Harbour Way totaling $4,700,000. As part of the sale, the buyer agreed to
leaseback the property to Catholic Charities for an initial term of 180 months. Catholic Charities
may, without payment of any termination fee or damages, terminate this lease commencing on
the thirty-first month of the term with proper notice. The transaction is still in escrow as of
November 12, 2024. The purchase agreement qualifies for sale-leaseback accounting during
fiscal year 2025 under ASU 2016-02, Leases (Topic 842).
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Catholic Charities of the East Bay
Schedule of Activities for Contracts with Alameda County
For the Year Ended April 30, 2023

Contract Number 00000353 00000274
7/01/2022- 2/11/2019 -
Contract Period 6/30/2023 6/30/2023
Contract Period Amount $ 78,724 $ 371,000
Social Services
Agency Child
Abuse Alameda County
Prevention, Probation
Intervention & Department
Contract/Program Description Treatment Grant Total
Revenue
Grants $ 64,788 § 97,680 $ 162,468
Expenses
Employee compensation
Salaries $ 36,706 $ 73,454 § 110,160
Employee benefits 5,015 6,982 11,997
Payroll taxes 4,167 7.897 12.064
45,888 88,333 134,221
Other operating expenses
Program expenses - 64 64
Occupancy cost 1,182 - 1,182
Other 12 146 158
Fees and charges 6,000 6,475 12,475
7,194 6,685 13,879
$ 53,082 § 95,018 $ 148,100
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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
Catholic Charities of the East Bay
Oakland, 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 financial statements of Catholic Charities of
the East Bay (a California nonprofit corporation) ("Catholic Charities"), which comprise the statement of
financial position as of April 30, 2023, and the related statements of activities, functional expenses, and
cash flows for the year then ended and the related notes to the financial statements, and have issued our
report thereon dated November 12, 2024,

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Catholic Charities's
internal control over financial reporting (internal control) as a basis for designing audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Catholic Charities's
internal control. Accordingly, we do not express an opinion on the effectiveness of Catholic Charities'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 a
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 and therefore, material weaknesses or significant deficiencies may
exist that were not identified. However, as described in the accompanying schedule of findings and
questioned costs, we identified certain deficiencies in internal control that we consider to be material
weaknesses and significant deficiencies.

We consider the deficiency described in the accompanying schedule of findings and questioned costs as
item 2023-001 to be a material weakness.

We also consider the deficiency described in the accompanying schedule of findings and questioned
costs as item 2023-002 to be a significant deficiency.



Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Catholic Charities's financial statements are free
from 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 financial statements. 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.

Catholic Charities of the East Bay's Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on Catholic
Charities's response to the findings identified in our audit and described in the accompanying schedule of
findings and questioned costs. Catholic Charities response was not subjected to the other auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on the
response.

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 Catholic Charities's
internal control or on compliance. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Catholic Charities's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Lnguinn LLP

Armaninott?
San Ramon, California

November 12, 2024
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM, INTERNAL CONTROL OVER COMPLIANCE, AND ON SCHEDULE
OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM
GUIDANCE

Board of Directors
Catholic Charities of the East Bay
Oakland, California

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Catholic Charities of the East Bay (a California nonprofit corporation) ("Catholic
Charities")'s compliance with the types of compliance requirements identified as subject to audit in the
OMB Compliance Supplement that could have a direct and material effect on each of Catholic Charities's
major federal programs for the year ended April 30, 2023. Catholic Charities's major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs.

In our opinion, Catholic Charities complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended April 30, 2023.

Basis for Opinion on Each Major Federal Program

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 the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor's Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Catholic Charities and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination of Catholic Charities's
compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Catholic
Charities's federal programs.



Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on Catholic Charities's compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Catholic Charities's compliance with the requirements
of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

o Identify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding Catholic Charities's compliance with the compliance requirements
referred to above and performing such other procedures as we considered necessary in the
circumstances.

e Obtain an understanding of Catholic Charities's internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of Catholic Charities's internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance 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 requirement 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 type of compliance requirement of a federal
program 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.
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Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

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 that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of Catholic Charities as of and for the year ended April 30,
2023, and have issued our report thereon dated November 12, 2024, which contained an unmodified
opinion on those financial statements. Our audit was conducted for the purpose of forming an opinion on
the financial statements as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance 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 other 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 financial

statements as a whole.

Armanino?
San Ramon, California

November 12, 2024
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Catholic Charities of the East Bay
Schedule of Expenditures of Federal Awards
For the Year Ended April 30, 2023

Pass-Through

Assistance Entity
Federal Grantor/Pass-Through Grantor/ Listing Identifying Total Federal
Program or Cluster Title Number Number Expenditures
Expenditures of Federal Awards
U.S. Department of Justice ("DOJ")
Direct award
Office of Juvenile Justice and Delinquency Prevention 16.543 $ 148,741
Pass-through program from the State of California Office of Victims of Crime:
Crime Victim Assistance 16.575 UV20051632 207,417
Total U.S. Department of Justice ("DOJ") 356,158
U.S. Department of Homeland Security ("DHS")
Pass-through program from the County of Alameda:
Emergency Food and Shelter National Board Program 97.024 063400-051 42,326
Pass-through program from the County of Contra Costa:
Emergency Food and Shelter National Board Program 97.024 066000-058 130,813
Total Emergency Food and Shelter National Board Program 173,139
Pass-through program from the Catholic Charities of California:
CDSS Emergency Contract for DCMP 4,670
Total CDSS Emergency Contract for DCMP 4,670
Total U.S. Department of Homeland Security ("DHS") 177,809
U.S. Department of Housing and Urban Development ("HUD")
Pass-through program from City of Oakland:
Community Development Block Grant Program 14.218 1006076 1,802,866
Community Development Block Grant Program 14.218 1005525 87,741
Total U.S. Department of Housing and Urban Development ("HUD") 1,890,607
U.S. Department of Health and Human Services ("DHHS")
Direct awards
Substance Abuse and Mental Health Services Projects of Regional and
National Significance 93.243 27,891

Total U.S. Department of Health and Human Services ("DHHS")

Total Expenditures of Federal Awards

The accompanying notes to the Schedule of Expenditures of Federal Awards
are an integral part of this schedule.
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Catholic Charities of the East Bay
Notes to Schedule of Expenditures of Federal Awards
April 30, 2023

BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the
federal award activity of Catholic Charities of the East Bay (a California nonprofit corporation)
(the "Catholic Charities") under programs of the federal government for the year ended April 30,
2023. The information in this Schedule is presented in accordance with the requirements of Title
2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the
Schedule presents only a selected portion of the operations of Catholic Charities, it is not
intended to and does not present the financial position, changes in net assets, or cash flows of the
Catholic Charities.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or limited as to reimbursement. Pass-
through entity identifying numbers are presented where available and applicable.

INDIRECT COST RATE

Catholic Charities has elected to not use the 10% de minimis indirect cost rate for federal
awards. Catholic Charities applies indirect costs in accordance with the specific terms of its
federal award agreements.
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Catholic Charities of the East Bay
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2023

SECTIONI- SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unmodified
Internal control over financial reporting:
Material weakness(es) identified? Yes

Significant deficiency(ies) identified that are not considered to

be material weaknesses? Yes
Noncompliance material to financial statements noted? No
Federal Awards

Internal control over major programs:
Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to
be material weaknesses? None reported

Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR 200.516(a)? No

Identification of major programs:

Name of Federal Program or Cluster Assistance Listing Number
Community Development Block Grant Program 14.218

Dollar threshold used to distinguish between Type A and Type B
programs $750,000

Auditee qualified as low-risk auditee? No

35



SECTION II -

Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

Recommendation:

View of responsible
officials:

Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

Catholic Charities of the East Bay
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2023

SUMMARY OF FINANCIAL STATEMENT FINDINGS

2023-001 Funds Held for Others

Funds received and disbursed for entities other than Catholic Charities should
not be reported on the statement of activities and cash held should directly offset
the corresponding liability.

Catholic Charities recorded certain funds received as fiscal sponsor through
revenue accounts. Further, Catholic Charities did not retain enough cash on hand
to ensure the agency liability could be relieved.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not have adequate and
timely controls in place to review agency transactions to ensure the cash received
for those transactions was retained in the operating account.

Catholic Charities spent cash received on behalf of others therefore resulting in
Catholic Charities not having sufficient cash on hand to fund the agency
liabilities. The board of directors approved earmarking funds within the board
designated endowment to cover the shortfall.

We recommend management develop a comprehensive review policy for cash
held on behalf of others. The policy should include a detailed periodic review of
the activity of cash received and paid on behalf of others. It should also include
the retention of backup support for all instances of these transactions.

Management agrees with the finding and has terminated certain agency
relationships to alleviate the burden. Management will meet with the remaining
agencies to reconcile amounts due and to ultimately terminate the remaining
relationships. Management's response is reported in the Corrective Action Plan
and is considered part of this report.

2023-002 Year End Close

The trial balance and supporting schedules should be finalized and materially
accurate prior to the start of an audit.

Catholic Charities provided a variety of material adjustments to accounts
identified during the audit as well as multiple revisions of schedules in which the
audit team identified errors. Further, supporting schedules for various accounts
were not provided until after scheduled fieldwork.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not have the proper
controls in place to ensure the books were closed timely and accurately.

Catholic Charities had material adjustments to their trial balance during and
subsequent to the scheduled audit fieldwork.
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Catholic Charities of the East Bay
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2023

SECTION II - SUMMARY OF FINANCIAL STATEMENT FINDINGS (continued)

Recommendation:

View of responsible
officials:

We recommend that the Catholic Charities staff ensure that all supporting
supporting schedules are reconciled to the general ledger accounts and that
management has reviewed all schedules and the final trial balance before
providing the schedules and the trial balance for the audit.

Management agrees with finding and has already begun implementing changes
to controls and policies. Routine reconciliations to general ledger accounts will
be done monthly, and management will review all schedules and the trial balance
before the audit. This finding is a repeat finding in the current year of prior year
finding 2022-001. Finding 2022-001 has not been fully corrected as the fiscal
year 2022 finding was identified after fiscal year 2023 had ended. Management's
response is reported in the Corrective Action Plan and is considered part of this
report.
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Catholic Charities of the East Bay
Schedule of Findings and Questioned Costs
For the Year Ended April 30, 2023
SECTION III - SUMMARY OF FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There are no federal award findings to be reported.
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Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

Status of findings:

Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

Catholic Charities of the East Bay
Summary Schedule of Prior Audit Findings
For the Year Ended April 30, 2023

SECTION IV - SUMMARY OF PRIOR YEAR FINANCIAL STATEMENT FINDINGS

2022-001 Year End Close

The trial balance and supporting schedules should be finalized and materially
accurate prior to the start of an audit.

Catholic Charities provided a variety of material adjustments to accounts
identified during the audit as well as multiple revisions of schedules in which the
audit team identified errors. Further, supporting schedules for various accounts
were not provided until after scheduled fieldwork.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not have the proper
controls in place to ensure the books were closed timely and accurately.

Catholic Charities had material adjustments to their trial balance during and
subsequent to the scheduled audit fieldwork.

Management has hired a controller, senior accountant and staff accountant,
reinstating the entire finance department. The new finance team, together with
third-party consultants, have been working on trial balance clean up and the
reconciliation process. This finding is a repeat finding in the current year, see
finding 2023-002. Finding 2022-001 has not been fully corrected as the fiscal
year 2022 finding was identified after fiscal year 2023 had ended.

2022-002 Government Grant Revenue

Revenue from cost-reimbursable government grants should be recognized when
expenditures have been incurred in compliance with specific grant provisions,
and support should be retained for all instances of revenue recognition.

Catholic Charities incurred approximately $1,020,000 of expenditures on certain
government contracts during 2023 that were recognized as government grant
revenue during 2022 when the billing for the contracts was completed. Further,
Catholic Charities was unable to locate invoices to substantiate an instance of
government grant revenue that was recognized.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not have adequate and
timely controls in place to review government grant revenue recognition to
ensure government grant revenue is properly recognized as expenditures are
incurred and all supporting documentation is retained.

Catholic Charities overstated its 2022 government grant revenue by
approximately $1,020,000. An audit adjusting entry was booked to properly
record the government grant revenue.
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Catholic Charities of the East Bay
Summary Schedule of Prior Audit Findings
For the Year Ended April 30, 2023

SECTION IV - SUMMARY OF PRIOR YEAR FINANCIAL STATEMENT FINDINGS (continued)

Status of findings:

Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

This finding has been corrected as of April 30, 2024. Management has hired a
controller, senior accountant and staff accountant, reinstating the entire finance
department. The new finance team, together with third-party consultants, have
been working on GAAP compliant government grant revenue recognition.

2022-003 Contribution Revenue

Contributions, including unconditional promises to give, should be recognized as
revenue in the period the promise is received and as either with or without donor
restrictions, depending upon donor restrictions, if any. Conditional promises to
give should be recognized as they become unconditional, that is, once the
measurable performance or other barrier and right of return no longer exist.

Catholic Charities incurred approximately $1,300,000 of allowable expenditures
under the Paycheck Protection Program guidance but did not recognize the
revenue in accordance with conditional contribution guidance. Catholic Charities
further recorded approximately $295,000 of contributions without donor-
imposed restrictions as net assets with donor restrictions and recorded $130,000
of contribution revenue when the cash was received and not when they were
notified of the unconditional promise to give.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not have adequate and
timely controls in place to review contribution revenue to ensure that the revenue
was properly booked in accordance with revenue recognition standards.

Catholic Charities understated its 2022 PPP revenue by approximately
$1,300,000. An audit adjusting entry was booked to properly record the
government grant revenue. Further, Catholic Charities overstated their additions
to net assets with donor imposed restrictions as well as their total releases of net
assets with donor restrictions by approximately $295,000. An audit adjustment
was recorded to properly reflect the net asset balances. Catholic Charities
understated their 2022 contribution revenue and contribution receivable by
$80,000. An audit adjusting entry was booked to properly reflect the contribution
revenue. Catholic Charities also understated its 2021 contribution revenue and
contribution receivable by $50,000 and overstated its 2022 contribution revenue
by $50,000.
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Catholic Charities of the East Bay
Summary Schedule of Prior Audit Findings
For the Year Ended April 30, 2023

SECTION IV - SUMMARY OF PRIOR YEAR FINANCIAL STATEMENT FINDINGS (continued)

Status of findings:

Finding number:

Criteria:

Condition:

Cause:

Effect or potential
effect:

Status of findings:

Management has hired a controller, senior accountant and staff accountant,
reinstating the entire finance department. The new finance team, together with
third-party consultants, have been working on GAAP compliant contribution
revenue recognition. This finding is a repeat finding in the current year,
aggregated into finding 2023-001. Finding 2022-003 has not been fully corrected
as the fiscal year 2022 finding was identified after fiscal year 2023 had ended.
Catholic Charities has overstated 2023 private grant revenue by approximately
$222,000. An audit adjusting entry was booked to properly reflect the revenue as
federal funds and to defer the unearned component. Catholic Charities overstated
their additions to net assets with donor imposed restrictions as well as their total
releases of net assets with donor imposed restrictions by approximately $225,000
and $199,000, respectively. The net effect on net assets was an overstatement of
approximately $26,000. A correction was made to properly state restricted and
unrestricted net assets.

2022-004 Grants Receivable

Account details should reconcile to the general ledger balance, and an allowance
for doubtful receivables analysis should be performed to determine if an
allowance should be established to reserve for potential uncollectible receivable
balances.

Catholic Charities was unable to reconcile their grant receivable aging to the
general ledger balance and did not book a sufficient allowance against
uncollectible or significantly aged grants receivable.

Catholic Charities experienced significant turnover and a shortage of staffing in
the finance department. As such, Catholic Charities did not perform timely
reconciliations or evaluate significantly aged receivables to determine if an
allowance was necessary.

Catholic Charities could potentially misstate their grants receivable and
government grant revenue by approximately $160,000, and understate its
allowance for doubtful receivables balance by approximately $390,000.

Corrected.
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Catholic Charities of the East Bay

Corrective Action Plan
October 22, 2024
Audit Findings Summary:

Finding number 2023-001 Funds Held for Others: Catholic Charities recorded certain funds received as fiscal sponsor
through revenue accounts. Further, Catholic Charities did not retain enough cash on hand to ensure the agency liability
could be relieved.

Finding number 2023-002 Year End Close: Catholic Charities made several account adjustments and revised schedules
following audit-identified errors. Supporting schedules for some accounts were delayed until after scheduled fieldwork.

Action Plan:

Finding number 2023-001 Funds Held for Others:
e Management agrees with the finding and has terminated certain agency relationships to reduce the burden.
e Management met with the remaining agencies to reconcile outstanding amounts.
e Management is in the process of finalizing fiscal agent relationships with the remaining agencies by 12/31/2025.

Finding number 2023-002 Year End Close:
e This finding is a repeat from the prior year Finding number 2022-001. It has not been fully corrected because the
FY22 finding was identified after the close of FY23, limiting the opportunity to address it within that fiscal year.
e Management agrees with finding and has already begun implementing changes to controls and policies.
e Starting with FY2024, all supporting schedules will be regularly reconciled with the general ledger accounts.
e Management will review all schedules and the final trial balance prior to submitting it to the auditors for the
FY2024 and the following audits.

The contact person for this Corrective Action Plan is Julia Taylor, who can be reached at taylor@cceb.org.

Sincerely,

e
% / @ e

Julia Taylor

Controller

Serving Alameda and Contra Costa Counties
Catholic Charities East Bay is accredited by the Council on Accreditation
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