




































































NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30,2015 and 2014

NOTE 6 — LINE OF CREDIT |

LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

In 2012, the Organization signed a loan agreement for a revolving line of credit up to $5,000,000; On
July 5, 2013, the loan maximum was increased to $8,000,000. The loan is unsecured and the unpaid
principal balance bears interest at the rate of LIBOR plus 1.75%, which was 1.9511% in 2015 and in
2014. Interest-only payments are due monthly, and the principal and unpaid accrued interest is due
upon maturity of the loan on March 15,2016. On September 30, 2015 and 2014, the unpaid principal

balance was $7,753,333.

The future minimum liabilities for the line of credit are as follows as of September 30:

2016

Year ending

$7,753,333

|NOTE 7 - TEMPORARILY RESTRICTED NET ASSETS |

Temporarily restricted net assets are restricted by time and/or purpose and consisted of the following

at September 30, 2015 and 2014:

2015 2014

Enchanted Hills Camp $1,209,636 $1,402,056
Market Street of fice space 145,913 102,000
Rehabilitation services 15,754 15,754
Client support services 1,834 3,387
Technology 200
Other 5,555 4,425

$1,378,692 $1,527,822

For the year ended September 30, 2015, net assets were released from restriction from various donor

sources, totaling $280,950.

NOTE 8 — PERMANENTLY RESTRICTED NET ASSETS/ENDOWMENTS I

The Organization’s endowment consists of donor restricted balances established for a variety of
purposes held in one savings account and the operating bank account. Its endowment includes donor-
restricted endowment funds. As required by G2, net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed restrictions.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30, 2015 and 2014

NOTE 8 - PERMANENTLY RESTRICTED NET ASSETS/ENDOWMENT (Continued) 1

Interpretation of Law - The Board of Directors of the LightHouse has interpreted the California State
Prudent Management of Institutional Funds Act (SPMIFA) as requiring the preservation of the fair
market value of the original gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, the Organization classifies as
permanently restricted net assets (a) the original value of the gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund, if applicable. The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated
expenditure by the organization in a manner consistent with the standard of prudence prescribed in
SPMIFA, In accordance with SPMIFA, the organization 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 purpose of the organization and the donor-restricted endowment fund
3. General economic conditions

4. The possible effect of inflation and deflation

5. The expected total retum from income and the appreciate of investments
6. Other resources of the organization

7. The investment policies of the organization

Endowment Net Asset Composition by Type of Fund as of:

Temporarily Permanently
September 30, 2015 Unrestricted Restricted Restricted Total
Donor-restricted endowment
funds $82,733 $82,733
Total Funds $82,733 $82,733
Temporarily Permanently
September 30, 2014 Unrestricted Restricted Restricted Total
Donor-restricted endowment
funds $82,733 $82,733
Total Funds $82,733 $82,733
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30,2015 and 2014

[NOTE 8- PERMANENTLY RESTRICTED NET ASSETS/ENDOWMENT (Continued) |

Changes in Endowment Net Assets for the Fiscal Years Ended September 30, 2015 and 2014

Temporarily Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

September 30, 2013 $82,733 $82,733
Investment return:

Interest and dividends $6 6

Total investment return 6 6

Contributions
Appropriation for endowment

assets for expenditure 6) 6)
Endowment net assets,

September 30, 2014 82,733 82,733
Investment return:

Interest and dividends 11 11

Total investment return 11 11

Contributions
Appropriation for endowment

assets for expenditure (¢80 (11)
Endowment net assets,

September 30, 2015 $82,733 $82,733

The balance of Permanently Restricted Net Assets at September 30, 2015 and 2014 was $82,733. The
funds are held in a perpetual endowment fund and are required to be retained permanently to benefit
the Multi-disabled Adult Campers program. The Organization did not hold any temporarily restricted
endowment funds as of September 30, 2015 and 2014.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or SPMIF A requires the organization to retain as a fund
of perpetual duration. As of September 30, 2015 and 2014, there were no deficiencies in value.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30,2015 and 2014

NOTE 8 -PERMANENTLY RESTRICTED NET ASSETS/ENDOWMENT (Continued) ]

Return Objectives and Risk Parameters

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide a constant stream of funding for annual operating needs supported by its endowment while
seeking to preserve the real (i.e., inflation adjusted) purchasing power of the endowment assets.
Endowment assets include those assets of the donor-restricted funds that the organization must hold in
perpetuity or for a donor-specified period(s). Under this policy, as approved by the Finance
Committee, the endowment assets are invested in a manner that is intended to produce results that (1)
meet the expected rate of return as dictated by the asset allocation in place and (2) exceed a weighted
index of the total asset allocation and component benchmarks over rolling five-year periods by an
appropriate amount (annualized, net of fees, over a full market cycle). In addition to rolling five-year
periods, rolling three-year periods will be monitored for trends. Actual returns in any given year may

vary.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return, the Organization targets a diversified asset allocation that
places greater emphasis on equity-based investments to achieve its long-term objectives with prudent
risk constraints.

Spending Policy and how the Investment Objectives Relate to Spending Policy

The Organization currently distributes all income from endowment assets.

NOTE 9 - IN-KIND GOODS AND SERVICES J

The Organization receives the benefit of in-kind goods and services that either (a) create or enhance a
nonfinancial asset or (b) require specialized skills, are provided by individuals possessing those skills
and would typically need to be purchased by the organization if they had not been provided by
contribution. Services requiring specialized skills are provided by accountants, architects, carpenters,
doctors, electricians, lawyers, nurses, plumbers, teachers, and other professionals and craftspeople.

The major categories of in-kind contributions measured at fair value using the market approach on a
non-recurring basis during the years ended September 30, 2015 and 2014, using quoted prices in
active markets for identified assets (Level 1); significant other observable inputs (Level 2); and
significant unobservable inputs (Level 3).

For the year ended September 30, 2015, the Organization did not receive in-kind contributions. For
the year ended September 30, 2014, in-kind contributions totaled $53,000 (Significant other
observable inputs; Level 2).

In addition, many individuals volunteer their time and perform a variety of tasks that assist the

Organization with specific assistance programs, campaign solicitations, and various committee
assignments.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30,2015 and 2014

EOTE 10 — OPERATING LEASES AND SERVICE AGREEMENTS J

The Organization has entered into the following operating leases:

e The Organization leases office space in Eureka, California, under a noncancellable lease that
expired September 30, 2013, and is month-to-month thereafter. The lease called for monthly rent
payments of $436 to be adjusted annually based on the area Consumer Price Index (CPI), plus $100
per month for common area expenses. During the years ended September 30, 2015 and 2014, rent
expense under this lease was $6,432 and $6,432, respectively.

e The Organization leases office space in Berkeley, California, under a 60-month noncancellable lease
that expires October 31, 2015. The lease calls for base monthly rent payments of $2,433, to
increase by CPI annually, plus an allocation of overhead costs. During the years ended September
30, 2015 and 2014, rent expense under this lease was $47,536 and $46,437, respectively.

o The Organization leases office space in San Rafael, California, under a noncancellable lease that
expired April 30, 2011, and is month-to-month thereafter. The lease calls for monthly rent
payments of $1,300. During the years ended September 30, 2015 and 2014, rent expense under this
lease was $3,300 and $13,000, respectively. In December 2014, the Organization moved into new
office space in San Rafael; December 2014 was the final lease payment under this agreement.

e On December 15, 2014, the Organization began leasing office space in San Rafael, California, under
a 48-month noncancellable lease that expires December 31, 2018. The lease calls for base monthly
rent payments of $2,550, to increase by CPI annually. During the year ended September 30, 2015,
rent expense under this lease was $26,755.

e In connection with the Organization moving into new headquarters in San Francisco in fiscal 2016,
the Organization initiated a lease pursuant to the Second Agreement to the Purchase Agreement for
the current headquarters at 214 Van Ness Avenue., San Francisco, California. The lease agreement
calls for rent payments of $30,000, and is on a month-to-month basis until the Organization moves
into its new headquarters located at 1155 Market Street, San Francisco, California. During the year
ended September 30, 2015, rent expense under this lease was $90,000.

Future minimum payments under these noncancellable lease and service agreements are as follows:

Fiscal Year Ending:
2016 $420,625
2017 33,335
2018 35,002
2019 8,856

$497,818
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30, 2015 and 2014

NOTE 11 - RETIREMENT PLANS |

The Organization has adopted a 401(k) retirement plan, which covers all employees. Effective
January 1, 2011, LightHouse makes matching contributions equal to 100% of the participant
contribution during the plan year, not to exceed 6% of each participant’s compensation, for all
eligible participants who completed at least one year of service with at least 1,000 hours in that 12
month period. Each year, the Board of Directors determines the amount of the employer match. The
plan vesting schedule is determined by the years of service with 100% vesting after 6 years of service.
During the years ended September 30, 2015 and 2014, the Board approved a contribution to the plan
which totaled $83,160 and $69,337 respectively.

LightHouse also adopted a 457(b) plan effective March 1, 2011. The plan is funded by employee
contributions, and the Organization made no contributions toward this plan during the years ended
September 30,2015 and 2014.

|NOTE 12 - CONTINGENCIES |

The Organization receives grants and contracts from various County, State, and Federal agencies.
These grants and contracts are subject to inspect and audit by the appropriate governmental funding
agencies. The purpose is to determine whether program funds were used in accordance with their
respective guidelines and regulations. The potential exists for disallowance of previously funded
program costs. The ultimate liability, if any, which may result from these governmental audits
cannot be estimated and, accordingly, the Organization has no provisions for the possible
disallowance of program costs. It is management’s opinion that all grants and contract conditions
have been met.

[NOTE 13 — RISKS, UNCERTAINTIES AND CONCENTRATIONS |

The Organization relies on a significant amount of funding received in the form of donations and
grants from individuals and foundations as well as investment income to support its operations.
The current global financial markets and discussion of a U.S. economic downturn may have an
impact on the level of funding provided by these funding sources and the market value of
marketable equity securities held by the Organization. While it is impracticable to determine the
impact of these events, management is taking steps to address potential changes in funding levels
and reduce the Organization’s exposure to impact from these events.

LightHouse has a contract to produce toilet tissue product in specified quantities for the U.S.
government that expires October 10, 2016. For the years ended September 30, 2015 and 2014, net
sales under the contract were $1,404,514 and $1,082,234 representing 96% and 93% of total
LightHouse Industries sales, respectively. In addition, at September 30, 2015 and 2014, 92% and
76% respectively, of LightHouse Industries accounts receivable were due from the U.S.
Govermnment.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO FINANCIAL STATEMENTS
For the Years Ended September 30, 2015 and 2014

NOTE 14— EXCESS OF FDIC |

As of September 30, 2015, the Organization had exceeded the Federal Depository Insurance
Corporation limit cash limit of $250,000 on its depository accounts. At September 30, 2015, the
Organization had approximately $1,773,167 on deposit in excess of federally insured limits.

NOTE 15— SALES-LEASEBACK TRANSACTION I

On December 31, 2014, the Organization sold its existing headquarters located at 214 Van Ness
Avenue, San Francisco, California for a total sales price of $8,430,000. Renovations to the new
Organization headquarters located at 1155 Market Street, San Francisco, California were still in
progress, and due to this, the Organization entered into a Lease Agreement with the Purchaser to
lease the 214 Van Ness Avenue property, which did not require the Organization to pay rent
through June 30, 2015. The Organization was required pay all taxes, insurance, maintenance costs,
and any other costs related to the Property during the Lease Term. In addition, the lease allowed for
an extension through September 30, 2015, which called for monthly rent in the amount of $30,000
in addition to the operating costs referenced above. The Purchaser, through verbal agreement, has
allowed the Organization to continue leasing the facilities through the Organization’s date of
relocation, which is expected to occur during fiscal year 2016. As referenced in Footnote 10, rent
expense under this lease was $90,000 during fiscal year 2015.

NOTE 16 — SUBSEQUENT EVENTS ]

Management has evaluated subsequent events through February 10, 2016, the date on which the
financial statements were available to be issued. Management concluded that the following
subsequent events have occurred since September 30, 2015 that require disclosure in the financial
statements:

A. New Market Tax Credit Financing for New Headquarters

The New Market Tax Credit was enacted as part of the Community Renewal Tax Relief Act of
2000 and was designed to stimulate investment in new private capital, which would in turn
facilitate economic and community development in distressed communities. In connection with the
relocation of the Organization headquarters at 1155 Market Street, on December 2, 2015, the
Organization entered into a term loan and a revolving loan agreement with U.S. Bank National
Association in the amounts of $36,000,000 and $8,000,000, respectively. The $36,000,000 term
loan accrues interest at a variable rate of LIBOR plus 1.83%, due monthly, and matures on March
2, 2022. The $8,000,000 revolving loan accrues interest at a variable of LIBOR plus 1.50%, due
monthly, and matures on December 1, 2016. In order to obtain the New Market Tax Credit under
Section 45D of the Internal Revenue Code, the Organization extended a leverage loan to USBCDC
Investment Fund 105, LLC, a Missouri limited liability company, in an amount presently
anticipated to be $11,630,500. Additionally, the Organization formed 1155 Market QALICB, a
California nonprofit corporation, which will retain ownership of the new headquarters during the
mandated 7-year New Market Tax Credit compliance period. Under this structure, the Organization
will lease the headquarters from 1155 Market QALICB, until the 7-year compliance period has
lapsed, and the headquarters will then be transferred to the Organization.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended September 30, 2015

SECTION I—SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

e Material weakness(es) identified? _ Yes X No
_ None
e Significant deficiency(ies) identified? - Yes X Reported
Noncompliance material to financial statements noted? I X No
Federal Awards

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

Internal control over major programs:

e Material weakness(es) identified? Yes X No
None
e Significant deficiency(ies) identified? Yes X Reported

Any audit findings disclosed that are required to be reported
in accordance with section 510(a) of OMB Circular A-133? Yes X No

Identification of major programs:

CEDA#(s) Name of Federal Program or Cluster

84.177 Independent Living Services for Older Individuals Who are Blind

Federal Communications Commission - National Deaf-Blind Equipment
32.XXX Distribution Program

Dollar threshold used to distinguish between type A and type B programs: $300.,000

Auditee qualified as low-risk auditee? Yes X No
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended September 30, 2015

SECTION II - FINANCIAL STATEMENT FINDINGS
Our audit did not disclose any significant deficiencies, or material weaknesses or instances of
noncompliance material to the basic financial statements. We have also issued a separate Memorandum on

Internal Control dated February 10, 2016 which is an integral part of our audits and should be read in
conjunction with this report.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Our audit did not disclose any findings or questioned costs required to be reported in accordance with
section 510(a) of OMB Circular A-133.

SECTION 1V - STATUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS

Financial Statement Prior Year Findings

There were no prior year Financial Statement Findings reported.

Federal Award Prior Year Findings and Questioned Costs

There were no prior year Federal Award Findings and Questioned Costs reported.
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Fiscal Year Ended September 30, 2015

Federal Pass-Through
Federal Grantor/ CFDA Identifying Federal
Pass-Through Grantor/Program or Cluster Title Number Number Expenditures
Federal Communications Commission Direct Programs
National Deaf-Blind Equipment Distribution Program (NDBEDP) 32.XXX - $907,889
Subtotal Federal Communications Commission Direct Programs 907,889
Department of Education Pass-Through Programs From:
State of California
Independent Living Services for Older Individuals Who are Blind 84.177 C5160-101-0890 327,393
Subtotal Federal Communications Commission Direct Programs 327,393
$1 235,282

Total Expenditures of Federal Awards

See Accompanying Notes to Schedule of Expenditures of Federal Awards
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LIGHTHOUSE FOR THE BLIND AND VISUALLY IMPAIRED

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For The Year Ended September 20, 2015

NOTE 1-REPORTING ENTITY

The Schedule of Expenditure of Federal Awards (the Schedule) includes expenditures of federal awards for
the Lighthouse for the Blind and Visually Impaired, California and its component units as disclosed in
the notes to the Basic Financial Statements.

NOTE 2-BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts
and reported in the financial statements, regardless of the measurement focus applied. The Organization’s
revenues and expenses are accounted for using the accrual basis of accounting. Expenditures of Federal
Awards reported on the Schedule are recognized when incurred.

NOTE 3-DIRECT AND INDIRECT (PASS-THROUGH) FEDERAL AWARDS
Federal awards may be granted directly to the Organization by a federal granting agency or may be granted

to other government agencies which pass-through federal awards to the Organization. The Schedule
includes both of these types of Federal award programs when they occur.
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IV MAZE

& ASSOCIATES

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

To the Board of Directors
Lighthouse for the Blind and Visually Impaired
San Francisco, 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 basic financial statements of the Lighthouse
for the Blind and Visually Impaired (the Organization), as of and for the years ended September 30, 2015,
and the related notes to the financial statements, and have issued our report thereon dated February 10,
2016.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Organization’s internal
control over financial reporting (intemnal control) to determine the audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of Organization’s internal control.
Accordingly, we do not express an opinion on the effectiveness of Organization’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 Organization’s financial statements will not be prevented, or detected and corrected
on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

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

T 925.930.0902
Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 31 E maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’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 determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We have also issued a separate Memorandum on Internal Control dated February 10, 2016 which is an
integral part of our audit and should be read in con junction with this report.

Purpose of this Re port

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

J\/\V»%L A Pm
Pleasant Hill, California
February 10,2016
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V. MAZE

& ASSOCIATES

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB
CIRCULAR A-133

To the Board of Directors
Lighthouse for the Blind and Visually Impaired
San Francisco, California

Report on Compliance for Each Major Federal Program

We have audited the Lighthouse for the Blind and Visually Impaired (the Organization) compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the Organization's major federal programs for the year
ended September 30, 2015. The Organization’s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Organization’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the Organization’s
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Organization’s
compliance.

T 925.930.0902
Accountancy Corporation F 925.930.0135
3478 Buskirk Avenue, Suite 215 33 E maze@mazeassociates.com
Pleasant Hill, CA 94523 w mazeassociates.com



Opinion on Each Major Federal Program

In our opinion, the Organization 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 September 30, 2015.

Report on Internal Control Over Compliance

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. :

34



Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the basic financial statements of the Organization as of and for the year ended
September 30, 2015, and have issued our report thereon dated February 10, 2016, 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 OMB Circular A-133 and is not a
required part of the financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and 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.

Hage b e

Pleasant Hill, California
February 10, 2016
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