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Independent Auditors’ Report

To the Board of Directors of
Becoming Independent
Santa Rosa, California

We have audited the accompanying financial statements of Becoming Independent (the
“Organization”), which comprise the statements of financial position as of June 30, 2019 and 2018,
and the related statements of activities, changes in net assets, functional expenses, and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Becoming Independent as of June 30, 2019 and 2018, and the changes in its net
assets and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 2 to the financial statements, as of July 1, 2018, the Organization adopted
Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) No. 2016-14,
Not-for-Profit Entities (Topic 958): Presentation of Financial Statements for Not-for-Profit Entities.
The adoption of the standard resulted in additional footnote disclosures and changes to the
classification of net assets and the disclosures related to net assets. The ASU has been applied
retrospectively to all periods presented with the exception of the omission of certain information as
permitted by the ASU. Our opinion is not modified with respect to this matter.

As discussed in Note 12 to the financial statements, we also audited the adjustments applied to
restate the financial statements as of and for the year ended June 30, 2018 as a result of the
retrospective adoption of ASU No. 2016-14. In our opinion, such adjustments are appropriate and
have been properly applied.

Dillvoocd Bunked & Wetlan, LLP

Santa Rosa, California
November 11, 2019



Becoming Independent

Statements of Financial Position
As of June 30,2019 and 2018

2019 2018
Assets
Current assets
Cash and cash equivalents $ 1,781,667 $ 1,950,305
Accounts receivable, net 1,192,575 1,036,801
Pledges receivable 88,841 5,000
Restricted cash and cash equivalents 661,625 666,733
Prepaid expenses and other current assets 173,481 148,687
Total Current Assets 3,898,189 3,807,526
Noncurrent Assets
Investments 1,953,900 1,903,946
Property, equipment and improvements, net 5,550,340 5,536,133
Other noncurrent assets 9,991 15,362
Total Noncurrent Assets 7,514,231 7,455,441
Total Assets $ 11,412,420 $ 11,262,967
Liabilities and net assets
Current liabilities
Accounts payable and accrued expenses $ 906,468 $ 892,743
Notes payable, current portion, net 331,391 463,057
Borrowing premium, current portion 13,502 12,236
Total current liabilities 1,251,361 1,368,036
Noncurrent liabilites
Notes payable, noncurrent portion, net 2,510,340 2,695,898
Borrowing premium, noncurrent portion 72,849 86,351
Total noncurrent liabilities 2,583,189 2,782,249
Total liabilities 3,834,550 4,150,285
Net assets
Without donor restrictions 7,383,224 6,647,395
With donor restrictions 194,646 465,287
Total net assets 7,577,870 7,112,682
Total liabilities and net assets $ 11,412,420 $ 11,262,967

See accompanying Notes to Financial Statements.
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Becoming Independent

Statement of Activities and Changes in Net Assets

For the Year Ended June 30, 2019

Changes in net assets

Support and revenue
Service fees
Work activities revenue
Contributions and grants
Santa Rosa Junior College subsidy
Investment income
Gain on sale of assets
Net assets released from restrictions

Total support and revenue
Expenses
Program services
Day training and activities
Transportation
Independent living skills
Total program services
Support services
Management and general
Fundraising
Total supporting services

Total expenses

Changes in net assets

Net assets at beginning of year, restated

Net assets at end of year

Without With
Donor Donor
Restrictions Restrictions Total
$ 11,311,505 $ - $ 11,311,505
1,174,437 - 1,174,437
611,956 279,202 891,158
563,717 - 563,717
80,947 - 80,947
12,454 - 12,454
549,843 (549,843) -
14,304,859 (270,641) 14,034,218
8,072,762 - 8,072,762
738,338 - 738,338
2,909,082 - 2,909,082
11,720,182 - 11,720,182
1,230,946 - 1,230,946
617,902 - 617,902
1,848,848 - 1,848,848
13,569,030 - 13,569,030
735,829 (270,641) 465,188
6,647,395 465,287 7,112,682
$ 7,383,224 $ 194,646 $ 7,577,870

See accompanying Notes to Financial Statements.
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Becoming Independent

Statement of Activities and Changes in Net Assets

For the Year Ended June 30, 2018

Changes in net assets

Support and revenue
Service fees
Contributions and grants
Work activities revenue
Santa Rosa Junior College subsidy
Investment income
Net assets released from restrictions

Total support and revenue
Expenses
Program services
Day training and activities
Transportation
Independent living skills
Total program services
Support services
Management and general
Fundraising
Total supporting services

Total expenses

Changes in net assets

Net assets at beginning of year, restated

Net assets at end of year, restated

Without With
Donor Donor
Restrictions Restrictions Total
$ 10,877,088 $ - $ 10,877,088
991,207 668,712 1,659,919
1,068,331 - 1,068,331
535,960 - 535,960
150,858 - 150,858
417,532 (417,532) -
14,040,976 251,180 14,292,156
7,988,918 - 7,988,918
823,730 - 823,730
3,601,323 - 3,601,323
12,413,971 - 12,413,971
1,193,692 - 1,193,692
626,699 - 626,699
1,820,391 - 1,820,391
14,234,362 - 14,234,362
(193,386) 251,180 57,794
6,840,781 214,107 7,054,888
$ 6,647,395 $ 465,287 $ 7,112,682

See accompanying Notes to Financial Statements.
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Becoming Independent

Statement of Functional Expenses
For the Year Ended June 30, 2019

Salaries, staff

Salaries, clients
Employee benefits
Payroll taxes/workers comp

Supplies

Vehicle expenses
Professional fees
Repairs and maintenance

Marketing

Travel and transportation

Utilities
Insurance
Rent
Interest

Training and conference
Telephone and data

Other

Postage and copying

Depreciation and

amortization

Total

Program Services

Supporting Services

Program
Day Training Independent Services Management Supporting Total

and Activities Transportation Living Skills Total and General Fundraising Services Total Expenses
$ 4575770 $ 331,255 $ 2,131,715 $ 7,038,740 $ 662,699 $ 284,866 $ 947,565 $ 7,986,305
479,836 - - 479,836 - - - 479,836
676,528 72,028 273,311 1,021,867 83,408 32,220 115,628 1,137,495
504,554 67,067 268,367 839,988 50,687 24,223 74,910 914,898
6,236,688 470,350 2,673,393 9,380,431 796,794 341,309 1,138,103 10,518,534
378,895 5,027 39,376 423,298 70,377 9,059 79,436 502,734
333,046 160,765 648 494,459 352 236 588 495,047
115,834 2,918 13,104 131,856 160,091 35,971 196,062 327,918
107,290 5,115 12,890 125,295 31,623 68,634 100,257 225,552
10,014 161 1,278 11,453 35,925 112,322 148,247 159,700
67,111 2,428 79,210 148,749 994 655 1,649 150,398
116,650 3,022 6,547 126,219 12,048 2,753 14,801 141,020
80,002 2,681 13,083 95,766 26,478 2,320 28,798 124,564
102,432 81 8,280 110,793 2,672 25 2,697 113,490
85,896 2,108 9,696 97,700 4,019 1,370 5,389 103,089
37,801 1,541 11,415 50,757 29,430 4,986 34,416 85,173
51,488 3,458 8,829 63,775 3,974 2,173 6,147 69,922
35,979 13 693 36,685 17,146 9,993 27,139 63,824
2,480 15 164 2,659 2,566 19,060 21,626 24,285
1,524,918 189,333 205,213 1,919,464 397,695 269,557 667,252 2,586,716
311,156 78,655 30,476 420,287 36,457 7,036 43,493 463,780
$ 8,072,762 § 738,338 $ 2,909,082 $ 11,720,182 $ 1,230,946 $ 617,902 $ 1,848,848 $ 13,569,030

See accompanying Notes to Financial Statements.
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Becoming Independent

Statement of Functional Expenses
For the Year Ended June 30, 2018

Salaries, staff
Salaries, clients
Employee benefits

Payroll taxes/workers comp

Supplies

Vehicle expenses

Rent

Professional fees

Repairs and maintenance
Marketing

Travel and transportation
Utilities

Insurance

Telephone and data
Interest

Other

Training and conference
Postage and copying

Depreciation and
amortization

Total

Program Services

Supporting Services

Program
Day Training Independent Services Management Supporting Total

and Activities Transportation Living Skills Total and General Fundraising Services Total Expenses
$ 4,521,781 394,619 $ 2,567,042 $ 7,483,442 $ 709,178 $ 263,577 $ 972,755 $ 8,456,197
423,063 - - 423,063 - - - 423,063
691,497 83,619 314,630 1,089,746 123,179 33,937 157,116 1,246,862
499,747 83,434 368,854 952,035 66,168 22,304 88,472 1,040,507
6,136,088 561,672 3,250,526 9,948,286 898,525 319,818 1,218,343 11,166,629
334,211 6,585 52,921 393,717 46,207 12,176 58,383 452,100
295,556 138,344 277 434,177 4,295 - 4,295 438,472
156,905 - 95,730 252,635 5,183 1,775 6,958 259,593
94,033 13,227 29,037 136,297 37,178 51,882 89,060 225,357
132,526 6,453 7,306 146,285 26,965 48,404 75,369 221,654
12,036 - 1,875 13,911 34,323 151,096 185,419 199,330
77,525 2,768 101,043 181,336 3,596 572 4,168 185,504
109,548 2,905 2,191 114,644 15,771 3,020 18,791 133,435
87,217 2,518 7,152 96,887 26,777 2,812 29,589 126,476
58,198 7,170 42,792 108,160 5,757 2,293 8,050 116,210
103,266 2,362 1,474 107,102 7,133 1,536 8,669 115,771
37,331 623 1,971 39,925 25,321 7,383 32,704 72,629
35,664 482 4,248 40,394 6,946 2,859 9,805 50,199
654 19 - 673 7,004 13,860 20,864 21,537
1,534,670 183,456 348,017 2,066,143 252,456 299,668 552,124 2,618,267
318,160 78,601 2,780 399,541 42,713 7,212 49,925 449,466
$ 7,988,918 823,729 $ 3,601,323 $ 12,413,970 $ 1,193,694 $ 626,698 $ 1,820,392 $ 14,234,362

See accompanying Notes to Financial Statements.
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Becoming Independent

Statements of Cash Flows
For the Years Ended June 30,2019 and 2018

2019

2018

Cash flows from operating activities

Increase (decrease)
in cash and cash equivalents

Increase in net assets $ 465,188 $ 57,794
Adjustments to reconcile changes in net assets
to net cash flows from operating activities:
Contributed equipment (56,350) -
Depreciation and amortization 463,778 449,465
Amortization of bond premium (12,236) (10,948)
Net realized and unrealized gain (58,764) (120,811)
(Increase) decrease in operating assets:
Accounts receivable (155,774) 68,581
Prepaid expenses and other current assets (24,794) (114,749)
Pledges receivable (83,841) 32,726
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses 13,725 (110,264)
Net cash and cash equivalents provided by
operating activities 550,932 251,794
Cash flows from investing activities
Acquisition of property, equipment and improvements (398,859) (129,167)
Decrease in other noncurrent assets 5,371 13,452
Purchases of investment securities (1,507,891) (2,221,030)
Proceeds from sale of investment securities 1,516,701 2,345,508
Net cash and cash equivalents (used in) provided
by investing activities (384,678) 8,763
Cash flows from financing activities
Principal payments on notes payable (340,000) (324,984)
Net cash and cash equivalents used in
financing activities (340,000) (324,984)
Net decrease in cash and cash equivalents (173,746) (64,427)
Cash and cash equivalents at beginning of year 2,617,038 2,681,465
Cash and cash equivalents at end of year $ 2,443,292 $ 2,617,038
Unrestricted cash and cash equivalents $ 1,781,667 $ 1,950,305
Restricted cash and cash equivalents 661,625 666,733
Cash and cash equivalents at end of year $ 2,443,292 $ 2,617,038
Supplemental cash flow information
Cash paid for interest $ 119,575 $ 130,781

See accompanying Notes to Financial Statements.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 1

Note 2

Nature of Activities

Becoming Independent (the "Organization" or “BI”) is a California not-for-profit
corporation that helps people with developmental disabilities live meaningful and
productive lives. BI is a community benefit organization serving Sonoma, Napa and Solano
counties with a purpose of elevating human abilities for the mutual benefit of the
community. Each year thousands of individuals are welcomed with opportunities to be
productive and engaged community members through three strategic initiatives:
education, supported living, and employment.

Significant Accounting Policies
Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America. Net assets, revenues, expenses, gains and losses are classified based on
the existence or absence of donor-imposed restrictions. Accordingly, net assets of the
Organization and changes therein are classified and reported as follows:

Without donor restrictions - Net assets that are neither permanently nor temporarily
restricted by donor-imposed stipulations and, therefore, are available to carry out the
Organization's operations.

With donor restrictions — Net assets consist of unconditional promises to give by donors
that specify a specific use or the occurrence of a certain future event. When a restriction is
met, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

Cash and Cash Equivalents

The Organization considers all highly liquid instruments with original maturities of three
months or less to be cash equivalents, except when a restriction is imposed which limits
the investment's use to long-term. Cash is held in demand accounts at banks, and cash
balances may exceed the federally insured amounts during the year.



Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 2

Significant Accounting Policies, continued
Liquidity and Availability of Financial Assets
The following reflects the Organization’s financial assets as of June 30, 2019, reduced by

amounts not available for general use because of contractual, donor imposed or board
designated restrictions within one year of the balance sheet date.

Cash $ 2,443,292
Accounts Receivable 1,281,416
Total Financial assets at year end 3,724,708
Less those unavailable for general expenditures within one

year, due to:
Debt service reserve (661,625)
Donor restricted funds (194,646)
Current maturities of notes payable with borrowing premium (490,726)
Financial assets available to meet cash needs for

general expenditures within one year $ 2,377,711

As part of the Organization’s liquidity management, it has a policy to structure its
financial assets to be available as its general expenditures, liabilities, and other
obligations become due. To help manage unanticipated liquidity needs, the Organization
maintains a line of credit in amount of $1,000,000, which it could draw upon. See Note 5
for further information about the line of credit agreement.

Contribution Revenues

Contributions received and unconditional promises to give are measured at their fair
values and are reported as an increase in net assets. The Organization reports gifts and
other assets as restricted support if they are received with donor stipulations that limit
the use of the donated assets.

Donated materials and equipment are reflected as contributions in the accompanying
statements at their estimated fair value at date of receipt. Contributions of donated
services that create or enhance nonfinancial assets or that require specialized skills, are
provided by individuals possessing those skills, and would typically need to be purchased
if not provided by donation, are recorded at their fair values in the year received. Many
individuals volunteer their time and perform a variety of tasks that assist the
Organization at various events; however, these donated services are not reflected in the
financial statements as the services do not require specialized skills.

Service Fees and Other Contract Revenues
The Organization provides services and manages client services according to contract

agreements entered into with third parties. Service fees and contract revenues are
recognized when the services are provided.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 2

Significant Accounting Policies, continued
Accounts Receivable

Accounts receivable are carried at original invoice amount less an estimate made for
doubtful accounts based on a review of all outstanding amounts on a monthly basis.
Management determines the allowance for doubtful accounts by identifying troubled
accounts and by using historical experience applied to an aging of accounts. Accounts
receivable are written off when deemed uncollectible. Recoveries of accounts receivable
previously written off are recorded when received. A receivable is considered to be past
due if any portion of the receivable balance is outstanding for more than 90 days. Interest
is not charged on accounts receivable balances.

The Organization uses the allowance method for recognition of losses from uncollectible
accounts receivable. At June 30, 2019 and 2018, accounts receivable are presented net of
an allowance for doubtful accounts in the amount of $1,851 and $2,291, respectively.

Property and Improvements

Property and improvements are recorded at acquisition cost. Depreciation is computed
using the straight line method over the estimated useful lives of the assets ranging from 3
to 40 years. Leasehold improvements are amortized on a straight-line basis over the
lesser of the useful life of the asset or the term of the lease with any unamortized balance
written off to expense if a lease is terminated before the improvement has been fully
amortized. It is the Organization's policy to capitalize all computers, equipment, furniture
and fixtures at costs greater than $2,500.

Contributed property and equipment are recorded at fair value at the date of donation. In
the absence of donor stipulations, all contributions of property and equipment are
recorded as unrestricted support and depreciated over the assets' estimated useful lives.
Contributions of personal property are recorded at fair value which is both measurable
and objective. Long-lived assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported
as restricted support until the donated assets are purchased and placed in service. Upon
the assets being placed in service, the restrictions are considered met and funds are
released to unrestricted support. Expenditures for maintenance and repairs are charged
to expense when incurred.

The Organization reviews the carrying value of property and improvements for
impairment whenever events and circumstances indicate that the carrying value of an
asset may not be recoverable from the estimated future cash flows expected to result from
its use and eventual disposition. In cases where undiscounted expected future cash flows
are less than the carrying value, an impairment loss is recognized equal to an amount by
which the carrying value exceeds the fair value of assets. The factors considered by
management in performing this assessment include current operating results, trends and
prospects, the manner in which the property is used, and the effects of obsolescence,
demand, competition, and other economic factors. Based on this assessment, there was no
impairment at June 30, 2019 and 2018.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 2

Significant Accounting Policies, continued
Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents represents debt reserve funds, which are being held
by a trustee for future debt service payments.

Investments

Investments consist primarily of fixed income and equity mutual funds, while additional
smaller investments are in equities and corporate bonds. The Organization records all
investments at fair value in the statements of financial position and investment returns
(including realized and unrealized gains and losses on investments, interest and
dividends, and investment advisory fees) in the statements of activities. Investment
income and gains restricted by a donor are reported as increases in unrestricted net
assets if the restrictions are met (either by passage of time or by use) in the reporting
period in which the income and gains are recognized.

Fair Value Measurements

The fair value of an investment is the amount that would be received to sell the investment
in an orderly transaction between market participants at the measurement date. Market
price observability is impacted by a number of factors, including the type of investment and
the characteristics specific to the investment. Investments with readily available active
quoted prices or for which fair value can be measured from actively quoted prices generally
will have a higher degree of market price observability and a lesser degree of judgment
used in measuring fair value. Investments measured and reported at fair value are classified
and disclosed in one of the following categories:

Level 1: Valuations are based on quoted market prices in active markets for
identical assets or liabilities that the Organization has the ability to access.

Level 2: Valuations are based on pricing inputs that are other than quoted prices in
active markets which are either directly or indirectly observable.

Level 3: Valuations are derived from other valuation methodologies, including
pricing models, discounted cash flow models and similar techniques.

The categorization of an investment within the hierarchy is based on the pricing
transparency of the investment and does not necessarily correspond to the Organization's
perceived risk of that investment.

The carrying value of cash, accounts receivable and accounts payable approximates fair
value due to the short maturity of these instruments. The carrying value of short and long-
term debt approximates fair value based on discounting the projected market rates
available for debt instruments with similar maturities.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 2

Significant Accounting Policies, continued
Functional Expense Allocation

Expenses that are specifically identifiable are charged directly to the appropriate
functional category. All other expenses are charged based on a reasonable allocation.
Management and general expenses include those expenses that are not directly
identifiable with any other specific function but provide the overall support and direction
of the Organization.

Income Taxes

The Organization is a nonprofit corporation under Internal Revenue Code Section
501(c)(3) and has been granted tax-exempt status by the Internal Revenue Service and
the California Revenue and Taxation Code.

The Organization determines whether its tax positions are "more-likely-than-not" to be
sustained upon examination by the applicable taxing authority based on the technical
merits of the positions. As of June 30, 2019, the Organization had no unrecognized tax
positions or uncertain tax positions requiring accrual. Therefore, no provision for income
taxes has been provided in the financial statements. Exempt organization information
returns are subject to review through three years after the date of filing for federal and
four years after the date of filing for California.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions based on management's knowledge and experience. Those
estimates affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported amounts of revenue, support and expenses. The use
of management's estimates primarily relates to the collectability of accounts receivable,
and depreciable lives of property, equipment and improvements. Actual results could
differ from those estimates.

New Accounting Pronouncement

In August 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting
Standards Update (“ASU”) No. 2016-14, Not-for-Profit-Entities (Topic 958): Presentation of
Financial Statements of Not-for-Profit-Entities (“ASU 2016-14"), to improve the current
net asset classification requirements and the information presented in financial
statements and notes about not-for-profit-entities liquidity, financial performance, and
cash flows. The adoption of ASU 2016-14 is effective for the Organization beginning July
1, 2018. There was no material impact on the Organization’s financial position upon
adoption of the new standard.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 2

Note 3

Significant Accounting Policies, continued
Reclassification

In connection with the adoption of ASU No. 2016-14, certain reclassifications have been
made to the prior year’s financial statements to conform to the current year
presentation. The prior year’s Statement of Activities has been restated to reflect the
adoption of the new accounting pronouncement by releasing the temporarily restricted
net assets representing net book value of capital assets purchased with donor restricted
funds before July 1, 2018.

Recent Accounting Pronouncements

In December 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) No. 2016-10, Revenue from Contracts with Customers (Topic 606):
Identifying Performance Obligations and Licensing, which provides guidance for
recognizing revenue from contracts with customers. The core principle of Topic 606 is
that revenue will be recognized when promised goods or services are transferred to
customers in an amount that reflects consideration for which entitlement is expected in
exchange for those goods or services. The guidance is effective for annual reporting
periods that begin after December 15, 2018. Management is currently evaluating the
impact on the financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) (“ASU 2016-02"),
to increase transparency and comparability among organizations by recognizing lease
assets and lease liabilities on the balance sheet and disclosing key information about leasing
arrangements. The adoption of ASU 2016-02 is effective beginning January 1, 2020.
Management is currently evaluating the impact of the provisions of ASU 2016-02 on the
financial statements.

Investments
Investments are the Organization's only financial assets that are measured at fair value on

a recurring basis stated at fair value. All investments held by BI are considered Level 1
financial assets. As of June 30, investments include the following:

2019 2018

Fair Fair

Value Costs Value Costs
Fixed income mutual funds $ 71,457 $ 69,536 $ 341,394 $ 344,289
Equity mutual funds 958,740 894,790 831,297 813,125
Bond mutual funds 497,991 482,286 251,686 252,797
Marketable Securities 395,498 346,620 329,814 317,148
Certificates of Deposit 30,215 30,000 - -
Corporate Bonds - - 149,755 151,474
Total $ 1,953,901 $1,823,232 $ 1,903,946 $1,878,833
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 3 Investments, continued

Investment returns are comprised of the following for the years ended June 30:

2019 2018
Interest and dividends $ 22,183 $ 9,147
Realized gains (losses) (38,509) 437,938
Unrealized gains (losses) 97,273 (296,227)
$ 80,947 $ 150,858

Dividend and interest income earned is reported net of investment advisory and trustee
fees, which totaled approximately $14,780 and $9,100 respectively, for the years ended
June 30,2019 and 2018.

As described above, the Organization invests in various investment securities. Investment
securities are exposed to interest rate, market, and credit risks. Due to the level of risk
associated with certain investment securities, it is at least reasonably possible that
changes in the values of investment securities will occur in the near term, and such
changes could materially affect the fair value of the investment balance.

Note 4 Property and Improvements

Property and improvements consisted of the following at June 30:

2019 2018

Buildings and improvements $ 5,334,728 $ 5,334,728
Furniture and equipment 816,097 754,177
Vehicles 2,013,462 2,185,855
Leasehold improvements 82,752 49,503
Depreciable assets 8,247,039 8,324,263
Accumulated depreciation (4,974,467) (5,065,898)
3,272,572 3,258,365

Land 2,277,768 2,277,768
$ 5,550,340 $ 5,536,133

Depreciation amounted to $441,002 and $426,689 for the years ended June 30, 2019 and
2018, respectively.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 5

Note 6

Line of Credit

The Organization has a $1,000,000 secured revolving line of credit with a commercial
bank with a maturity date of June 1, 2021. Borrowings against the line bear interest at the
bank's interest rate (4.25%) plus 1.0% on the day of advance. Interest is payable monthly.
There were no borrowings against the line as of June 30,2019 and 2018.

Note Payable to Trust

On April 30, 2013, BI entered into a note payable agreement with California Health
Facilities Financing Authority through the issuance of Insured Refunding Revenue Bonds
(the "Bonds"). In connection with the refinancing, Bonds in the amount of $4,865,000
were issued at a premium of $154,599. The proceeds from the borrowing were used to
refinance the outstanding long-term debt balance carried by the Organization.

The true interest cost of the note payable is 3.03% per annum. Principal and interest are
payable semiannually on February 1 and August 1 of each year, commencing August 1,
2013, with the final payment due on February 1, 2029.

According to the borrowing agreement, the Organization is required to maintain a debt
service reserve account with a third-party trustee. The amount maintained in the account
is reported as Restricted Cash and Cash Equivalents on the Statements of Financial
Position. The borrowing agreement also requires the Organization to make monthly
installment payments including interest to a bank account maintained by a third-party
trustee to satisfy the funding requirements of the bond issued in connection with the note.

As of June 30, 2019 and 2018, $661,625 and $666,733, respectively, were held by the
trustee to be applied to the principal and related interest payments.

Future principal and interest payments net of loan origination fees are as follows for the
years ending June 30:

Loan Future

Origination Net Total Accrued Minimum

Principal Fees Principal Interest Payments
2020 $ 354,167 $ (22,776) $ 331,391 $ 105,000 $ 436,391
2021 316,250 (22,776) 293,474 94,375 387,849
2022 259,167 (22,776) 236,391 83,294 319,685
2023 271,250 (22,776) 248,474 71,631 320,105
2024 284,167 (22,776) 261,391 59,425 320,816
Thereafter 1,574,999 (104,389) 1,470,610 142,502 1,613,112
Total _$ 3,060,000 $(218,269) $2,841,731 $ 556,227 $ 3,397,958

Loan origination fees are amortized using the straight-line method over the term of the
note payable, which approximates the amortization using the effective interest rate
method.
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Becoming Independent

Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 6

Note 7

Note Payable to Trust, continued

The borrowing premium is to be amortized over the term of the debt using the effective
interest rate method. During the year ended June 30, 2019 and 2018, borrowing premium
in the amount of $12,236 and $10,948, respectively, was amortized to interest expense.
Unamortized borrowing premium amounted to $86,351 and $98,587 as of June 30, 2019
and 2018, respectively.

Future amortization of borrowing premium for the years ending June 30 is as follows:

2020 $ 13,502
2021 14,535
2022 12,630
2023 9,745
2024 6,771
Thereafter 29,168
$ 86,351

In addition to making monthly installment payments to the trustee to satisfy the funding
requirements of the debt, the borrowing agreement also requires that the Organization
maintain certain financial covenants. As of June 30, 2019, the Organization was in
compliance with all such covenants.

Net Asset with Donor Restrictions

As of June 30, 2019 and 2018, the net assets with donor restriction consisted from the
funding for specific purposes in the amounts of $194,645 and $465,287, respectively.

Net assets released from program restrictions amounted to $549,843 and $417,532
during the years ended June 30, 2019 and 2018, respectively.
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Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 8

Note 9

Lease Commitments
Commitments Under Operating Leases

The Organization leases facilities from which it conducts operations. The facilities are
leased under non-cancelable operating leases. These leases have expiration dates through
December 2021 and require minimum monthly payments of approximately $9,000 as of
June 30, 2019.

The following is a schedule of minimum payments required under non-cancelable
operating leases as of June 30, 2019 for future years ending June 30:

2020 $ 48,346
2021 13,873
2022 3,973

$ 66,192

Rental expense under non-cancelable operating lease agreements totaled $104,953 and
$248,855for the years ended June 30, 2019 and 2018, respectively.

Concentrations

Cash

At various times during the year ended June 30, 2019, the Organization had deposit
amounts with a financial institution in excess of the $250,000 Federal Deposit Insurance
Corporation ("FDIC") insurance limit. At June 30, 2019, the Organization had
approximately $1,462,000 on deposit in excess of the FDIC insured amount.

Significant Revenue Sources

A significant portion of the Organization's total support and revenue is from services
rendered to clients from the following sources for the years ended June 30:

2019 2018
North Bay Regional Center 81% 76%
Santa Rosa Junior College 4% 4%

Accounts receivable include $1,043,345 and $922,579 from these sources at June 30, 2019
and 2018, respectively.

The service contracts with these agencies are renewed periodically, ranging from every
year to every five years.
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Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 10

Note 11

Note 12

Note 13

Employee Benefit Plan

The Organization has a 403(b) Plan available to employees. Employees may contribute up
to the Internal Revenue Service determined maximum, with limits to their annual
compensation. The Organization makes discretionary matching contributions, which
become fully vested after plan participants complete three years of services. BI's matching
contributions totaled $94,319 and $88,416 for the years ended June 30, 2019 and 2018,
respectively.

Related Party Transactions

During the year ended June 30, 2019, the Organization engaged a law firm owned by a
sitting board member to provide legal counsel services. No payments were made to the
related party this year, the services were provided against the prepaid retainer of $8,313
remaining from the previous year.

Beginning Balance Restatement

As a result of the retrospective adoption of ASU No. 2016-14 as discussed in Note 2, a
prior period adjustment was recorded to restate the beginning net asset balances for the
year ended June 30, 2018 has been restated. The effects of the prior period adjustment
are as the follows:

Previously Prior Period Restated
Reported Adjustment Balances

Net assets without donor
restrictions, beginning of year
atJuly 1,2017 $ 6,142,545 $ 698,236 $ 6,840,781
Net assets with donor
restrictions, beginning of year
atjJuly 1,2017 912,343 (698,236) 214,107
Net assets without donor
restrictions, end of year
at June 30, 2018 6,067,824 579,571 6,647,395
Net assets with donor
restrictions, end of year
at June 30, 2018 1,044,858 (579,571) 465,287

Contingencies
During the year ended June 30, 2019, BI was named in a law suit related to an 2017

accident caused by a Bl owned vehicle. The claim is expected to be settled shortly
subsequent to year end, and potential loss fully covered by the Organization’s insurance.
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Notes to Financial Statements
For the Years Ended June 30,2019 and 2018

Note 14 Subsequent Events

The Organization evaluated subsequent events from July 1, 2019 through November 11,
2019, the date which the financial statements were available to be issued, and determined
that there are no material subsequent events that required recognition or additional
disclosure in these financial statements.
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