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ASSETS

Current Assets

Cash 3,220,955$     

Accounts receivable 1,284              

Interest receivable 20,723            

Prepaid expenses 6,045              

Notes receivable, current portion 500,716          

Total current assets 3,749,723       

Long-term notes receivable, less current portion 6,529,691       

Total assets 10,279,414$   

LIABILITIES AND NET ASSETS

Current Liabilities

Accounts payable 4,071$            

Accrued payroll liabilities 6,352              

Accrued interest payable 2,375              

Accrued vacation payable 16,797            

Deferred revenue 110,000          

Current maturities of notes payable 8,892              

Total current liabilities 148,487          

Notes payable, less current maturities 4,341,108       

Total liabilities 4,489,595       

Commitments and Contingencies

Net Assets

Unrestricted 5,060,023       

Temporarily restricted 500,000          

Permanently restricted 229,796          

Total net assets 5,789,819       

Total liabilities and net assets 10,279,414$   

See Notes to Financial Statements.

San Luis Obispo County Housing Trust Fund

Statement of Financial Position

December 31, 2016
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Temporarily Permanently 

Unrestricted Restricted Restricted Total

Public Support and Revenue:

Public support:

Contributions 98,167$          -$               450$               98,617$          

In-kind donations 10,000 -                 -                 10,000

Fee income 10,000 -                 -                 10,000            

Interest income - program 355,747          -                 -                 355,747          

Interest income - investment 7,601              -                 -                 7,601              

Total public support and revenue 481,515          -                 450                 481,965          

Net assets released from restrictions 599,350          (600,000)        650                 -                 

Total public support and revenues 1,080,865       (600,000)        1,100              481,965          

Functional Expenses:

Program services 237,439          -                 -                 237,439          

Management and general 49,623            -                 -                 49,623            

Fundraising 10,771            -                 -                 10,771            

Total functional expenses 297,833          -                 -                 297,833          

Change in net assets 783,032          (600,000)        1,100              184,132          

Net assets - beginning of year 4,276,991       1,100,000       228,696          5,605,687       

Net assets - end of year 5,060,023$     500,000$        229,796$        5,789,819$     

See Notes to Financial Statements.

San Luis Obispo County Housing Trust Fund

Statement of Activities and Changes in Net Assets
Year Ended December 31, 2016



- 5 -

Program Management
Services and General Fundraising Total

Personnel costs:
Salaries and wages 126,824$        14,920$          7,460$            149,204$        
Payroll taxes and benefits 31,228 3,674 1,837 36,739

Total personnel costs 158,052          18,594            9,297              185,943          

Occupancy 13,160            1,548              774                 15,482            
Training and meetings 595                 70                   35                   700                 
Accounting and legal 9,362 28,084 -                 37,446            
Automobile and travel expense 1,287              151                 76                   1,514              
Office expense 1,089              128                 64                   1,281              
Printing and postage 70                   8                     4                     82                   
Insurance 4,184              493                 246                 4,923              
Interest 44,980            -                 -                 44,980            
Telephone and communications 2,252              264                 133                 2,649              
Miscellaneous 385                 45                   23                   453                 
Dues and subscriptions 2,023 238 119 2,380              

Total non-personnel costs 79,387            31,029            1,474              111,890          

Total functional expenses 237,439$        49,623$          10,771$          297,833$        

See Notes to Financial Statements.

San Luis Obispo County Housing Trust Fund

Statement of Functional Expenses
Year Ended December 31, 2016 

Supporting Services
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Cash flows from operating activities:

Change in net assets 184,132$        

Adjustments to reconcile the change in net assets to net

cash provided by operating activities:

Changes in operating assets and liabilities:

Accounts receivable (26)                 

Interest receivable 9,671              

Prepaid expenses 320                 

Notes receivable 78,328

Accounts payable 313                 

Accrued payroll liabilities (264)               

Accrued interest payable 750                 

Accrued vacation payable 2,619              

Deferred revenue 110,000          

Net cash provided by operating activities 385,843          

Cash flows from financing activities:

Proceeds from notes payable 1,300,000       

Payments on notes payable (600,000)        

Net cash provided by financing activities 700,000          

Net increase in cash 1,085,843       

Cash, beginning of year 2,135,112       

Cash, end of year 3,220,955$     

Supplementary disclosures of cash flow information:

Interest paid 44,230$          

See Notes to Financial Statements.

San Luis Obispo County Housing Trust Fund

Statement of Cash Flows
Year Ended December 31, 2016
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Note 1. Operations and Summary of Significant Accounting Policies

Nature of operations:

The San Luis Obispo County Housing Trust Fund (“the Organization”) is a California non-
profit, non-stock, public benefit corporation incorporated in 2003, under the laws of the 
State of California. The mission of the Organization is to increase the supply of affordable 
housing for very low, low, and moderate income residents of San Luis Obispo County, 
including households with special needs. Rather than directly develop or manage affordable 
housing, the Organization provides financing and technical assistance to private developers, 
non-profit corporations and local governments, to support the creation and preservation of 
affordable housing.

The Organization is governed by the board of directors and its elected officers which are
responsible for the development of policies. The Executive Director and staff conduct the 
Organization’s activities in accordance with board-established policy.

Basis of accounting:

The financial statements are presented on an accrual basis, which recognizes income when 
earned, and expenses when incurred.

Financial statement presentation:

To ensure the observance of limitations and restrictions placed on the use of resources, the
accounts of the Organization are maintained in accordance with the principles of fund 
accounting. The Organization has presented its financial statements in accordance with 
generally accepted accounting principles for not-for profit organizations. Under this 
guidance, the Organization is required to report information regarding its financial position 
and activities according to three classes of net assets: unrestricted net assets, temporarily 
restricted net assets, and permanently restricted net assets.

The Organization reports contributions of cash and other assets as restricted support if they
are received with donor stipulations that limit the use of the donated assets. When a donor 
restriction expires, that is, when a stipulated time restriction ends or a purpose restriction is 
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and 
are reported in the statement of activities as net assets released from restriction.

A summary of the net asset categories included in the accompanying financial statements is 
as follows:

Unrestricted Net Assets: Unrestricted amounts represent all net assets that are not 
subject to donor-imposed stipulations. They may be designated for specific purposes or 
locations by action of the Board of Directors. Contributions with donor-imposed 
restrictions that are met during the same year as the contribution is made are included in 
unrestricted support that increases unrestricted net assets.



San Luis Obispo County Housing Trust Fund
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Temporarily Restricted Net Assets: Temporarily restricted amounts represent deferred 
contributions that are subject to donor-imposed restrictions, either for a specific purpose 
or subject to the passage of time. When the restriction expires, the net assets of this fund 
are reclassified to unrestricted net assets.

Permanently Restricted Net Assets: Permanently restricted amounts represent those 
assets subject to donor-imposed restrictions that must be maintained permanently by the 
Organization. Generally, these donor-imposed restrictions require the gift be invested or 
used to provide housing loans in perpetuity and the donors of these assets only permit 
the Organization to use all or part of the income earned on related investments for 
general operations or specific purposes.

Public support and revenue:

All public support and revenue is considered to be available for unrestricted use unless 
specifically restricted by the donor or the terms of a grant. Revenue from public support is 
recognized at the time an unconditional promise to give or transfer of assets is made. 
Revenues from program fees are recognized over the terms of the program and the period 
of service provided. Grants from governmental and business entities are recognized as 
revenue in the period resources are actually received, and become available for the intended 
program activities.

Donated services:

The Organization receives donations of time and services from members of the community 
and volunteers related to program operations, special events, and fund-raising campaigns. 
Donated services are only recorded in the financial statements to the extent that those 
services create or enhance a nonfinancial asset or meet the following criteria: a) the service 
requires specialized skills, b) the service is provided by individuals who possess those 
skills, and c) the service would typically need to be purchased if not contributed. Such 
amounts totaled $10,000 for the year ended December 31, 2016.

Use of estimates:

The preparation of the financial statements in conformity with U.S. generally accepted 
accounting principles requires management to make estimates and assumptions that affect 
certain reported amounts and disclosures. Actual results could differ from those estimates.

Cash and cash equivalents:

The Organization considers cash equivalents to be all short-term securities purchased with a 
maturity of three months or less.

The Organization maintains cash balances with financial institutions located in California. 
Accounts at these institutions are insured by the Federal Deposit Insurance Corporation 
(FDIC) and the National Credit Union Administration (NCUA), with limits of up to 
$250,000 of the Organization’s combined accounts per financial institution. As of 
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December 31, 2016, the organization held funds excess of these insurance limits and 
supplemental insurance. 

Notes receivable: 

Notes receivable are carried at unpaid principal balances, net of any allowance for note 
losses. Management's periodic evaluation of the adequacy of the allowance is based on past 
loan experience. Currently, management has determined that an allowance for doubtful 
accounts would be immaterial based on the Organization's credit policies, prior collection 
experience, and current economic conditions; however the Organization has established a 
board designated reserve of net assets of $425,000 for potential loan losses as of December 
31, 2016. Loans are considered impaired if full principal or interest payments are not 
anticipated in accordance with the contractual terms. The Organization's practice would be 
to charge off any note or portion of a note when the loan is determined by management to 
be uncollectible due to the borrower's failure to meet repayment terms, the borrower's 
deteriorating financial condition, or for other reasons. 

Interest on the notes receivable is recognized over the term of the note and is calculated 
using the contractual interest rates indicated on each note on principal amounts outstanding. 
The Organization has determined that an uncollectible allowance for interest receivable at 
December 31, 2016 is not required, however the Organization has established a board 
designated reserve of net assets of $250,000 for potential operating losses as of December 
31, 2016, which in managements opinion would be sufficient to cover any potential losses, 
including any losses on interest receivables. 

Income tax status: 

The Organization’s activities are generally exempt from federal and state income taxes 
under Section 501(c)(3) of the Internal Revenue Code and Section 23701(d) of the 
California Franchise Tax Code. Since the Organization is exempt from federal and state 
income tax liability, no provision is made for current or deferred income tax expense. The 
Organization is not a private foundation. Management is not aware of any transactions that 
would impact the Organization’s tax-exempt status. 

For the year ended December 31, 2016, management of the Organization is not aware of 
any material uncertain tax positions to be accounted for in the financial statements under 
the principles of the Income Taxes topic of the FASB (ASC). The Organization recognizes 
interest and penalties, if any, related to unrecognized tax benefits in interest expense. 

All tax exempt entities are subject to review and audit by federal, state and other applicable 
agencies. Such agencies may review the taxability of unrelated business income, or the 
qualification of the tax-exempt entity under the Internal Revenue Code and applicable state 
statutes. 



San Luis Obispo County Housing Trust Fund

Notes to Financial Statements

- 10 -

Functional expense allocations:

Expenses that can be identified with a specific program or supporting service are charged 
directly to the program or supporting service. Expenses which apply to more than one 
functional category have been allocated based on estimates made by management.

Advertising:

The Organization expenses advertising costs as incurred. There was no advertising expense 
for the year ended December 31, 2016.

Recent accounting pronouncements:

The FASB issued Accounting Standards Update (ASU) No. 2014-09, Revenue from 
Contracts with Customers (Topic 606). This update supersedes nearly all existing revenue 
recognition guidance under U.S. GAAP. The core principle of ASU 2014-09 is to recognize 
revenues when promised goods or services are transferred to customers in an amount that 
reflects the consideration that is expected to be received for those goods or services. ASU 
2014-09 defines a five step process to achieve this core principle. As amended by ASU 
2015-14, ASU 2014-09 is effective for private companies for reporting periods beginning 
after December 15, 2018, which means that it will be effective for the year beginning April
1, 2019. Management will be evaluating the potential impact of the new guidance and is 
currently uncertain what impact the pronouncement will have on the financial statements, if 
any.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). This new standard 
amends a number of aspects of lease accounting, including requiring lessees to recognize 
operating leases with a term greater than one year on their balance sheet as a right-of-use 
asset and corresponding lease liability, measured at the present value of the lease payments. 
The new standard is effective for private companies for fiscal years beginning after 
December 15, 2019, which means that it will be effective for the Company for the year 
beginning April 1, 2020. Early adoption is permitted. The new standard is required to be 
adopted using a modified retrospective approach. Management will be evaluating the 
potential impact of the new guidance and is currently uncertain what impact the 
pronouncement will have on the financial statements, if any.

In August 2016, the FASB issued ASU No. 2016-14, Presentation of Financial Statements
of Not-for–Profit Entities. ASU 2016-14 changes the net asset classification from three 
classes (unrestricted, temporarily restricted, permanently restricted) to two classes (net 
assets with donor restrictions and net assets without donor restrictions). The ASU maintains 
the option for nonprofit organizations to present their statement of cash flows using either 
the direct or indirect method of reporting. If an organization chooses to use the direct 
method, the reconciliation of changes in net assets to cash provided (used in) operating 
activities is no longer required. The guidance is effective for reporting periods beginning 
after December 15, 2017, and interim periods within fiscal years beginning after December 
15, 2018. Management will be evaluating the potential impact of the new guidance and is 
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currently uncertain what impact the pronouncement will have on the financial statements, if 
any.

Note 2. Notes Receivable

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

Loan #5001, collateralized by deed of trust,

with a fixed interest rate of 4.25%, payable 

in monthly installments of principal and 

interest at $1,575, with the final payment 

due July 2025 136,829$       

Loan #5005, collateralized by deed of trust,

with a fixed interest rate of 4.50%, interest 

payable monthly, with principal due August 

2018            285,000 

Loan #5013, collateralized by deed of trust, 

with a fixed interest rate of 5.50% payable 

monthly, payable in 179 monthly 

installments of principal and interest at 

$1,990, with one final payment estimated 

at $244,243 due July 2027 324,271         

Loan #5014, collateralized by deed of trust, 

with a simple fixed interest rate of 4.00%, 

payable in a final installment of principal 

and interest due December 2031            375,969 

Loan #5015, collateralized by deed of trust, 

with a fixed interest rate of 5.50% payable 

monthly, payable in 51 monthly installments 

of principal and interest at $2,287, with 

one final payment estimated at $393,817 

due May 2018            399,433 

Loan #5016, collateralized by deed of trust, 

with a simple fixed interest rate of 5.00%, 

payable in one installment of principal and 

interest, due December 2017            212,425 
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Loan #5018, collateralized by deed of trust, 
with a fixed interest rate of 5.00%, 

payments of principal and interest deferred 

until the earlier of 1) the sale of individual 

lots that are secured by the deed of trust or 

2) the maturity date; upon sale of each lot, 

borrower will pay the principal amount of 

$25,000 plus accrued interest, due April 

2017  $        231,382 

Loan #5020, collateralized by deed of trust, 

with a fixed interest rate of 5.50% payable 

monthly, payable in 179 monthly 

installments of principal and interest at 

$852, with one final payment estimated at 

$104,700 due May 2029            144,882 

Loan #5021, unsecured, principal only,
payable in monthly installments of $500, 

with final payment due September 2021              15,138 

Loan #5023, collateralized by deed of trust, 
with a simple fixed interest rate of 4.50%, 

payable in one installment of principal and 

interest, due June 2022            450,005 

Loan #5025, collateralized by deed of trust, 
with a fixed interest rate of 5.50% payable 

in 92 monthly installments of principal and 

interest at $2,500, with one final payment 

estimated at $330,866 due August 2022            386,752 

Loan #5026, collateralized by deed of trust,
with a simple fixed interest rate of 4.00% 

to be accrued, with annual payments of 

50% of residual receipts beginning May 

2017, and a final principal and interest due  

in August 2036            212,450 



San Luis Obispo County Housing Trust Fund

Notes to Financial Statements

- 13 -

Loan #5029, collateralized by deed of trust, 

with a fixed interest rate of 4.75%, interest 

payable monthly, payments of principal 

deferred until the earlier of 1) the sale of 

individual lots that are secured by the deed 

of trust or 2) the maturity date; upon sale of 

each lot, borrower will pay the principal 

amount of $35,000 plus accrued interest, 

maturity date is December 2019  $     2,000,000 

Loan #5030, collateralized by deed of trust, 

with a fixed interest rate of 2.5% payable 

monthly, payable in 115 monthly 

installments of principal and interest at 

$500 beginning October 2016, with one 

final payment estimated at $205 due May 

2026              49,760 

Loan #5031, 1/3 Participant in underlying 

$3,000,000 note issued by Coast National 

bank, collateralized by deed of trust, with a 

fixed interest rate of 5.7%, payable 

monthly, payable in 119 monthly 

installments of principal and interest at 

$18,934, with one final payment estimated 

at $2,292,435 due April 2027         1,000,000 

Loan #5032, collateralized by deed of trust,

with a simple fixed rate of 4%, with annual 

payments of 50% of residual receipts  

beginning 1-year following construction 

period, and a final principal and interest 

due March 2034            205,816 

Loan #5033, collateralized by deed of trust,

with a fixed rate of 5.5%, with monthly  

interest only payments, and one final 

principal payment and interest due May 

2021            300,000 
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Loan #5034, collateralized by deed of trust,

with a simple fixed rate of 4%, with annual 

payments of 50% of residual receipts  

beginning 1-year following construction 

period, and a final principal and interest 

due November 2035  $        300,295 

        7,030,407 

Less current maturities            500,716 

Total notes payable, less current maturities  $     6,529,691 

Aggregate maturities of notes receivable at December 31, 2016, are as follows:

      Years Ending

December 31, 

2017  $         500,716 

2018             741,949 

2019          2,063,198 

2020               63,145 

2021             366,394 

Thereafter          3,295,005 
 $      7,030,407 

Note 3. Lines of Credit

During the year ended December 31, 2016, the Organization had a line of credit agreement 
with Heritage Oaks Bank (formerly Mission Community Bank). The line of credit allows 
for borrowings up to $1,000,000 with a maturity date of February 20, 2019. Interest accrues 
at the Wall Street Journal Prime Rate (3.25% at December 31, 2016) less 1%. The line of 
credit is unsecured. There was no outstanding balance as of December 31, 2016.

Note 4. Notes Payable

Notes payable consists of the following at December 31, 2016:

Adrian Dominican Sisters, unsecured, with a 

fixed interest rate of 3.00% payable in 

quarterly installments of $1,500, with the 

final payment of principal and accrued 

interest due February 2020 200,000$        
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Adrian Dominican Sisters, unsecured, with a 

fixed interest rate of 3.00% payable in 

quarterly installments of $375, with the 

final payment of principal and accrued 

interest due June 2020 50,000$          

Founders Community Bank, unsecured, no 

payment or interest, with a maturity date of 

September 2020 250,000          

Heritage Oaks Bank, unsecured, no payment

or interest, with a maturity date of April 

2020 1,000,000       

Rabobank N. A., unsecured, no payment or
interest, with a maturity date of May 2020 500,000          

Rabobank N. A., unsecured, no payment or

interest, with a maturity date of August 

2019 500,000          

Rabobank N. A., unsecured, with a fixed

interest rate of 2.25% with quarterly interest 

only payments, with the principal due 

September 2021 200,000          

Pacific Western Bank, unsecured, no payment 
or interest, due August 2019 250,000          

Pacific Western Bank, unsecured, with an

fixed interest rate of 4.00% payable in 

quarterly installments of $2,000, with the 

final payment of principal and accrued 

interest due September 2021 200,000          

Catholic Healthcare West, unsecured, with a 

fixed interest rate of 3.00% payable in 

quarterly installments of $3,750, with the 

final payment of principal and accrued 

interest due June 2023 500,000          

Catholic Healthcare West, unsecured, with a 

fixed interest rate of 2.00% payable in 

quarterly installments of $2,500, with the 

final payment of principal and accrued 

interest due June 2023 500,000          
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Sisters of St. Francis of Philadelphia, unsecured,

with a fixed interest rate of 3.00% payable 

in annual installments of $1,500, with the 

final payment of principal and accrued 

interest due April 2021 50,000$          

Sisters of Charity of Cinicinnanati, unsecured,

with fixed interest rate of 3.00% payable 

quarterly with interest only payments for 

one-year and principal and interst  

thereafter at $5,554, due May 2021 150,000          
         4,350,000 

Less current maturities 8,892              
Total notes payable, less current maturities  $      4,341,108 

Aggregate maturities of notes payable at December 31, 2016, are as follows:

      Years Ending

December 31, 

2017  $             8,892 

2018               18,188 

2019             768,739 

2020          2,019,308 

2021             534,873 

Thereafter          1,000,000 
 $      4,350,000 

Note 5. Grant Requirements

The Organization receives grants from various local, state, and federal governmental 
agencies. These grants are subject to audit by the corresponding oversight agency as to 
allowable costs paid with governmental funds and as to the share of costs contributed by the 
Organization. The Organization could be liable for as much as the full amount of 
governmental funds expended for the year if, under audit, the oversight agency were to 
determine that all costs charged to the project were disallowed. Management believes it is 
unlikely that the various agencies would disallow a significant portion of the costs.
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Note 6. Commitments and Contingencies

Operating Leases:

The Organization has a lease for its office facility, which is classified as an operating lease.  
The original term of the lease extend from January 1, 2014 through December 31, 2015 and 
was extended through December 31, 2017. The Organization shares the facility with 
another tenant, who also shares 50% of the cost of the monthly rent. Rent expense relating 
to this lease (net of the other tenant’s 50%) was $15,482 for the year ended December 31, 
2016. Future minimum lease payments of 100% of the rental obligation under this lease 
agreement as of December 31, 2016 are as follows:

      Years Ending

December 31, 

2017  $          27,024 

Note 7. Designations and Restrictions on Net Assets

As of December 31, 2016, the Organization had designated the unrestricted net assets for 
the following:

Unrestricted Net Assets:

Designated for loan funds 4,339,183$    

Designated for loan losses reserve 425,000         

Designated for operating reserve 250,000         

Undesignated 45,840           

Total unrestricted net assets  $     5,060,023 

As of December 31, 2016, temporarily restricted net assets related to time and program 
donor restrictions are as follows:

Temporarily restricted for loan funds 500,000$       

As of December 31, 2016, permanently restricted net assets consisted of the following:

Permanently restricted for loan funds 229,796$       
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Note 8. Retirement Plan

The Organization maintains a tax deferred savings plan (the Plan) covering all eligible 
employees. The plan includes a deferred arrangement under section 403(b) of the Internal 
Revenue Code. The elective contributions to the 403(b) portion of the plan are funded by 
salary reductions of the participants. The Organization did not make any contributions to 
the plan for the year ended December 31, 2016. The board decided to terminate the Plan in 
2015, and in 2017 passed a resolution authorizing management to sign any documentation 
determined to be necessary to finalize the termination.

Note 9. Subsequent Events

The date to which events occurring after December 31, 2016 have been evaluated for 
possible adjustment to the financial statements or disclosure is June 9, 2017, which is the 
date on which the financial statements were available to be issued.


