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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
CHAC

We have audited the accompanying financial statements of CHAC (formerly known as Community Health Awareness
Council) (a nonprofit organization), which comprise the statements of financial position as of June 30, 2016 and
2015, and the related statements of activities, 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.

Auditor’s 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 audits 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 auditor's 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 auditor considers 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.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position

of CHAC as of June 30, 2016 and 2015, 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.

Young, Craig & Co., LLP

Fernanda M. Amaral, CPA
Partner

January 25, 2017

YNG
&. CO. .LLl’



CHAC

Statements of Financial Position
June 30, 2016 and 2015

2016 2015
ASSETS
CURRENT ASSETS
Cash $ 155,260 $ 367,024
Accounts receivable 543,819 235,308
Contributions receivable 216,700 277,350
Prepaid expenses 14,081 6,756
TOTAL CURRENT ASSETS 929,860 886,438
Deposits 13,001 47,248
Investments 496,331 478,803
Property and equipment, net 3,368,580 3,429,140
3,877,912 3,955,191
TOTAL ASSETS $ 4,807,772 $ 4,841,629
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 29,797 $ 18,444
Accrued liabilities 111,980 157,210
TOTAL CURRENT LIABILITIES 141,777 175,654
Funds Held in Trust 53,947 50,255
TOTAL LIABILITIES 195,724 225,909
NET ASSETS
Unrestricted 4,337,500 4,039,571
Board-designated restriction - 278,799
4,337,500 4,318,370
Temporarily restricted 274,548 297,350
TOTAL NET ASSETS 4,612,048 4,615,720
TOTAL LIABILITIES AND NET ASSETS $ 4,807,772 $ 4,841,629
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See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC

Statements of Activities
Years Ended June 30, 2016 and 2015

2016 2015
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted  Restricted Total
Support and revenue:
Public support:
Individual contributions $ 211638 $ 2,200 $ 213,838 $ 224932 $ 25000 $ 249,932
Corporate and foundation grants 118,100 258,500 376,600 23,050 297,350 320,400
Special events, net of expenses of
$0 and $1,601 respectively 10,445 - 10,445 18,020 - 18,020
Miscellaneous 4,698 - 4,698 21,562 - 21,562
Total public support 344,881 260,700 605,581 287,564 322,350 609,914
Other support:
Joint power agencies 307,134 - 307,134 293,886 - 293,886
Government grants 601,038 - 601,038 765,812 - 765,812
First Five 515,343 - 515,343 545,836 - 545,836
Contributed services 647,889 - 647,889 532,068 - 532,068
Total other support 2,071,404 - 2,071,404 2,137,602 - 2,137,602
Revenue:
Program setrvice fees 376,375 - 376,375 263,563 - 263,563
Realized gain on investment 8,019 - 8,019 1,974 - 1,974
Unrealized (loss) on investment (6,191) - (6,191) (4,499) - (4,499)
Interest and dividends 19,621 - 19,621 3,976 - 3,976
Total revenue 397,824 - 397,824 265,014 - 265,014
Net assets released from restrictions:
Satisfaction of usage restrictions 283,502 (283,502) - 273,656 (273,656) -
Total support and revenue $ 3097611 $ (22,802) $ 3,074,809 $ 2963836 $ 48694 $ 3,012,530
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See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC

Statements of Activities
Years Ended June 30, 2016 and 2015

2016 2015
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
Functional expenses:
Program services:
First Five $ 503,010 $ - % 503,010 $ 603,036 $ - % 603,036
In-House Prevention/Intervention 765,184 - 765,184 650,222 - 650,222
School Prevention/Intervention 1,292,393 - 1,292,393 1,258,845 - 1,258,845
Total program services 2,560,587 - 2,560,587 2,512,103 - 2,512,103
Support services:
Management and general 314,449 - 314,449 204,488 - 204,488
Fundraising 203,445 - 203,445 145,433 - 145,433
Total support services 517,894 - 517,894 349,921 - 349,921
Total functional expenses 3,078,481 - 3,078,481 2,862,024 - 2,862,024
Change in net assets 19,130 (22,802) (3,672) 101,812 48,694 150,506
Net assets, beginning of year 4,318,370 297,350 4,615,720 4,216,558 248,656 4,465,214
Net assets, end of year $ 4337500 $ 274548 $ 4,612,048 $ 4318370 $ 297,350 $ 4,615,720
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See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC
Statements of Functional Expenses
Year Ended June 30, 2016

Program Services Support Services
In-House School
Prevention/ Prevention/ Management Total

First Five Intervention Intervention Total and General  Fundraising Total Expenses
Salaries $ 364,105 $ 446,947 $ 652,143 $1,463,195 $ 142,359 $ 179,401 $321,760 $1,784,955
Contributed services - 158,734 481,832 640,566 - - - 640,566
Employee benefits 31,156 39,340 32,158 102,654 20,876 6,060 26,936 129,590
Payroll taxes 28,065 34,424 50,633 113,122 10,606 13,795 24,401 137,523

Total salaries and
related expenses 423,326 679,445 1,216,766 2,319,537 173,841 199,256 373,097 2,692,634
Dues/miscellaneous 3,749 10,841 2,976 17,566 3,611 2,511 6,122 23,689
Insurance 3,324 4,946 5,960 14,230 5,746 - 5,746 19,976
Mileage/parking 4,896 672 111 5,679 635 - 635 6,314
Office/computer equipment 1,976 3,592 3,673 9,241 2,501 - 2,501 11,742
Occupancy 26,317 13,423 17,809 57,549 11,851 - 11,851 69,400
Postage/printing 1,054 1,510 2,097 4,661 1,418 52 1,470 6,131
Professional fees 7,921 5,703 6,512 20,136 94,665 599 95,264 115,400
Service charges - 421 - 421 4,417 788 5,205 5,626
Stipends/intern expense 9,660 1,425 7,425 18,510 - - - 18,510
Supplies 15,235 11,084 4,742 31,061 3,093 239 3,332 34,393
Telecommunications 5,551 2,981 2,826 11,358 2,748 - 2,748 14,106

Total expenses

before depreciation 503,010 736,043 1,270,897 2,509,950 304,526 203,445 507,971 3,017,921
Depreciation - 29,141 21,496 50,637 9,923 - 9,923 60,560
Total expenses $ 503010 $ 765184 $ 1,292,393 $2,560587 $ 314,449 $ 203445 $517,894 $3,078,481
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See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC
Statements of Functional Expenses
Year Ended June 30, 2015

Program Services Support Services
In-House School
Prevention/ Prevention/ Management Total

First Five Intervention Intervention Total and General  Fundraising Total Expenses
Salaries $ 411850 $ 406,934 $ 640,576 $1,459,360 $ 131,760 $ 132,302 $264,062 $1,723,422
Contributed services - 79,510 446,251 525,761 - - - 525,761
Employee benefits 40,652 30,992 22,165 93,809 21,115 804 21,919 115,728
Payroll taxes 30,036 31,919 42,845 104,800 9,721 10,044 19,765 124,565

Total salaries and
related expenses 482,538 549,355 1,151,837 2,183,730 162,596 143,150 305,746 2,489,476
Dues/miscellaneous 1,148 7,531 3,041 11,720 1,664 715 2,379 14,099
Insurance 4,244 4,458 4,810 13,512 1,839 - 1,839 15,351
Marketing/promotion 2,925 2,456 3,117 8,498 1,116 1,440 2,556 11,054
Mileage/parking 15 6,398 698 7,111 6 - 6 7117
Office/computer equipment 6,850 6,252 7,789 20,891 1,680 - 1,680 22,571
Occupancy 29,878 8,332 12,648 50,858 4,829 - 4,829 55,687
Postage/printing 2,137 1,637 2,424 6,198 924 - 924 7,122
Professional fees 6,124 4,612 6,942 17,678 5,477 - 5,477 23,155
Program services 28,919 18,342 3,343 50,604 6,307 - 6,307 56,911
Service charges 43 54 122 219 4,714 - 4,714 4,933
Stipends/intern expense 11,802 15,741 31,437 58,980 215 - 215 59,195
Supplies 6,739 2,531 3,718 12,988 1,522 128 1,650 14,638
Telecommunications 3,179 2,434 5,423 11,036 1,676 - 1,676 12,712
Bad debt - 7,443 - 7,443 - - 7,443

Total expenses

before depreciation 586,541 637,576 1,237,349 2,461,466 194,565 145433 339,998 2,801,464
Depreciation 16,495 12,646 21,496 50,637 9,923 - 9,923 60,560
Total expenses $ 603,036 $ 650222 $ 1258845 $2512103 _$ 204488 $ 145433 $349,921 _$2,862,024

-7-
See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC

Statements of Cash Flows
Years Ended June 30, 2016 and 2015

2016 2015
Cash Flows From Operating Activities
Change in net assets (3,672) 150,506
Adjustments to reconcile change in net assets to net cash
provided by (used in) operating activities:
Bad debt - 7,443
Depreciation 60,560 60,560
Realized (gain) loss on investments (4,634) 1,256
Unrealized loss on investments 6,191 4,730
Decrease (increase) in:
Accounts receivable (308,511) 55,972
Contributions receivable 60,650 (68,950)
Deposits 34,247 (888)
Prepaid expenses (7,325) (2,631)
Increase (decrease) in:
Accounts payable 11,353 17,847
Accrued liabilities (45,231) 27,762
Funds held in trust 3,692 (2)
Net cash provided (used) by operating activities (192,680) 253,605
Cash Flows From Investing Activities
Reinvested dividends and interest from investments (19,084) (4,058)
Redemption in certificates of deposit - 78,016
Reinvested interest from certificates of deposit (8)
Purchase of investments (278,554)
Sale of investments-marketable bonds - 128,554
Net cash (used) by investing activities (19,084) (76,050)
Net increase (decrease) in cash (211,764) 177,555
Cash, beginning of year 367,024 189,469
Cash, end of year 155,260 367,024
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See Independent Auditor's Report and Accompanying Notes to the Financial Statements.



CHAC

Notes to Financial Statements
June 30, 2016 and 2015

Note A - Nature of Organization and Summary of Significant Accounting Policies

Nature of organization

CHAC (formerly known as Community Health Awareness Council) was organized on May 15, 1973, as a joint powers
agency whose members are the City of Los Altos, the City of Mountain View, the Town of Los Altos Hills, the Los
Altos School District, the Mountain View-Whisman School District and the Mountain View-Los Altos Union High
School District. CHAC receives funding from its members, the County of Santa Clara and other contributors.

CHAC provides treatment services and prevention and intervention counseling services concentrating on positive
alternatives to health abuse and self-destructive behaviors for the residents in the Los Altos, Los Altos Hills and
Mountain View and surrounding communities. It also provides the supervision and practicum requirements for interns
pursuing licensing as Marriage & Family Therapists, Licensed Clinical Social Workers, Ph.D. and Psy.D.
psychologists.

Income taxes

CHAC is exempt from income taxes under Section 501(c)(3) and Section 23701(d) of the Internal Revenue Code and
California Revenue and Taxation Code, respectively, and contributions to it are tax deductible. CHAC has been
classified as a publicly supported organization that is not a private foundation.

CHAC has adopted the provisions of Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) 740-10-25, Income Taxes, which requires that a tax position be recognized or derecognized
based on a "more likely than not" threshold. This applies to positions taken or expected to be taken in a tax return.
CHAC does not believe its financial statements include any uncertain tax positions.

CHAC is subject to potential examination by taxing authorities for income tax returns filed in the U.S. federal
jurisdiction and the State of California. The tax years that remain subject to potential examination for the U.S. federal
jurisdiction is June 30, 2013 and forward. The State of California tax jurisdiction is subject to potential examination for
fiscal tax years June 30, 2012 and forward.

Basis of accounting

The financial statements have been prepared on the accrual basis in accordance with accounting standards
generally accepted in the United States of America. Consequently, revenue and support is recognized when earned
and expenses are recorded when the obligation is incurred and accordingly reflect all significant receivables,
payables and other liabilities.

Financial statement presentation

CHAC presents information regarding its financial position and activities according to three classes of net assets
(unrestricted, temporarily restricted and permanently restricted) based upon the existence or absence of donor-
imposed restrictions.

Unrestricted net assets: Net assets that are not subject to donor-imposed restrictions. Temporarily restricted net
assets that are released from restriction in the same period as received are presented as unrestricted net assets in
these financial statements.



https://publication.cpa2biz.com/Mainui/GetDocument.ashx?id=915744&type=Document&show_sources=false
https://publication.cpa2biz.com/Mainui/GetDocument.ashx?id=915744&type=Document&show_sources=false

CHAC

Notes to Financial Statements
June 30, 2016 and 2015

Note A - Nature of Organization and Summary of Significant Accounting Policies, continued

Financial statement presentation (continued)

Board-designated restriction: Net assets that are not subject to donor-imposed restrictions that have been restricted
by the Board for specific purposes. These funds may be disbursed at the discretion of the Board.

Temporarily restricted net assets: Net assets subject to donor-imposed stipulations may or will be met, either by
actions of CHAC and/or the passage of time. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as net assets released from
restrictions.

Permanently restricted net assets: Net assets subject to permanent donor-imposed stipulations can be removed
only by the donor. Currently, CHAC has no permanently restricted net assets.

Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Accounts receivable

Accounts receivable for amounts due from client fees and grants are carried at the original invoice amount less an
estimate made for doubtful receivables based on a review of all outstanding amounts. Accounts receivable are
written off when deemed uncollectible. Recoveries of accounts receivable previously written off are recorded when
received. Management has determined that no allowance for bad debts is required at June 30, 2016 and 2015.

CHAC has elected to record bad debt for client service fees using the direct write-off method. Generally accepted
accounting principles (GAAP) require that the allowance method be used to recognize bad debts; however, the effect
of using the direct write-off method is not materially different from the results that would have been obtained under
the allowance method.

Contributions Receivable

Contributions receivable represent unconditional promises to give by donors. Current contributions receivable are
expected to be collected during the next performance year and are recorded at net realizable value.

Fair value measurements

The estimated fair values of CHAC's short-term financial instruments, including cash, certificates of deposit, mutual
funds, receivables, prepaid expenses, accounts payable and accrued liabilities arising in the ordinary course of
business, approximate their individual carrying amounts due to the relatively short period of time between their
origination and expected realization.

-10-



CHAC

Notes to Financial Statements
June 30, 2016 and 2015

Note A - Nature of Organization and Summary of Significant Accounting Policies, continued
Investments

CHAC has a policy for its investments that provides for the use of socially responsible pooled funds and/or nationally
recognized mutual funds, within a range of fixed income and growth and income investments. Earnings and income
from the investments are available for CHAC operations. Investments in debt securities, and in equity securities that
have readily determinable market values, are accounted for and reported at fair value. Investments received by gift
are recorded at market value on the date of donation.

Dividends, interest and other investment income are reported in the period earned as an increase in unrestricted net
assets unless the use of the income is limited by donor-imposed restrictions, in which case it is reported as an
increase in temporarily or permanently restricted net assets. Gains and losses on investments are reported as
increases or decreases in unrestricted net assets unless their use is temporarily or permanently restricted by donor,
stipulation or law.

Property and equipment

Property and equipment are recorded at historical cost. Assets received as donations are recorded at their estimated
fair market value at the date of donation. If donors stipulate how long the assets must be used, the contributions are
recorded as restricted support. In the absence of such stipulations, contributions of property and equipment are
recorded as unrestricted support. Acquisitions of property and equipment of $2,000 or more are capitalized and
depreciated using the straight-line method over their useful lives ranging from 3 to 39 years. Depreciation begins
when the property and equipment is placed in service. Expenditures representing general maintenance and repairs
are expensed in the year incurred.

Compensated absences

Accumulated unpaid employee vacation benefits are recognized as liabilities when employees have earned such
compensated absences and to the extent that it is probable that these will be paid upon termination or retirement.
CHAC's policy on sick leave benefits is to record amounts as operating expenses in the period sick leave is taken. As
of June 30, 2016 and 2015, compensated absences liabilities were $86,043 and $129,356, respectively.

Contributions

Contributions are recognized in the period received and are considered to be available for unrestricted use unless
specifically restricted by the donor. Grants to support CHAC's programs may be recorded as temporarily restricted
revenues when received, if applicable, and released from those restrictions when the usage restrictions have been
satisfied. Restricted contributions whose restrictions are met in the same reporting period are shown as unrestricted
support.

-11-



CHAC
Notes to Financial Statements
June 30, 2016 and 2015

Note A - Nature of Organization and Summary of Significant Accounting Policies, continued

Contributed services

Contributions of services are recognized when they are received if the services create or enhance nonfinancial
assets, or require specialized skills, are provided by individuals possessing those skills, and would typically need to
be purchased if not donated. Volunteers and interns contributed 31,896 and 31,802 hours for the years ended June
30, 2016 and 2015, respectively, as counselors and educators for the various programs sponsored by CHAC during
those years. The estimated fair value of these contributed services recognized as revenues was $640,566 and
$525,761 for the years ended June 30, 2016 and 2015, respectively. Additionally, no hours or value is recognized for
office work volunteers. These services are not recognized in the accompanying financial statements because they
neither require specialized skills nor would have been typically purchased had they not been donated. The value of
these services is not readily determinable.

Functional allocation of expenses

CHAC allocates its expenses on a functional basis among its programs and support services. Expenses that can be
identified with a specific program and support service are allocated directly according to their natural expenditure
classification. Other expenses that are common to several functions are allocated based on payroll full-time
equivalents.

Joint cost allocation

Expenses that have the result of furthering fundraising as well as the program and/or management functions are
allocated based on the proportionate value of the expense to each function. Newsletters and certain special event
costs are so allocated.

Reclassification

Certain reclassifications have been made to the prior years' financial statements to conform to the current year
presentation. These reclassifications had no effect on previously reported change in net assets or net assets.

Note B - Concentration of Credit Risk

CHAC'’s bank accounts at certain financial institutions are insured by the Federal Deposit Insurance Corporation
(FDIC) up to $250,000 for interest bearing accounts and for an unlimited amount for non-interest bearing account.
The cash accounts at a brokerage firm are insured by the Securities Investors Protection Corporation (SIPC) up to
$250,000 and the securities are insured by the SIPC up to $500,000. CHAC has not experienced any losses arising
from the credit risk as of June 30, 2016. Management believes CHAC is not exposed to any significant credit risk on
these accounts.

-12 -



CHAC
Notes to Financial Statements
June 30, 2016 and 2015

Note C - Accounts Receivable

Accounts receivable consisted of the following categories as of June 30:

2016 2015
Client fees $ 18,105 $ 8,073
Contracts and grants 525,714 227,235

$ 543,819 $ 235,308

Grants receivable are conditional based on performance of specific programs and filing corresponding grant reports.

Note D - Fair Value of Investments

Effective July 1, 2008, CHAC adopted FASB ASC 820, Fair Value Measurement and Disclosures, which provides a
framework for measuring fair value under generally accepted accounting principles. ASC 820 applies to all financial
instruments that are being measured and reported on a fair value basis.

As defined in ASC 820, fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. In determining fair value, CHAC uses
various methods including market, income and cost approaches. Based on these approaches, CHAC often utilizes
certain assumptions that market participants would use in pricing the asset or liability, including assumptions about
risk and or the risks inherent in the inputs to the valuation technique. These inputs can be readily observable, market
corroborated, or generally unobservable inputs. CHAC utilizes valuation techniques that maximize the use of
observable inputs and minimize the use of unobservable inputs. Based on the observability of the inputs used in the
valuation techniques, CHAC is required to provide the following information according to the fair value hierarchy. The
fair value hierarchy ranks the quality and reliability of the information used to determine fair values. Financial assets
and liabilities carried at fair value will be classified and disclosed in one of the following three categories:

Level 1 — Valuations for assets and liabilities traded in active exchange markets, such as the New York Stock
Exchange. Level 1 also includes U.S. Treasury and federal agency securities and federal agency mortgage-backed
securities, which are traded by dealers or brokers in active markets. Valuations are obtained from readily available
pricing sources for market transactions involving identical assets or liabilities.

Level 2 — Valuations for assets and liabilities traded in less active dealer or broker markets. Valuations are
obtained from third party pricing services for identical or similar assets or liabilities.

Level 3 — Valuations for assets and liabilities that are derived from other valuation methodologies, including option
pricing models, discounted cash flow models and similar techniques, and not based on market exchange, dealer,
or broker traded transactions. Level 3 valuations incorporate certain assumptions and projections in determining
the fair value assigned to such assets or liabilities.

-13-



CHAC

Notes to Financial Statements

June 30, 2016 and 2015

Note D - Fair Value of Investments, continued

The following is a description of the valuation methodology used for certain instruments measured at fair value:

Community Foundation investment pool

The Community Foundation is based on pricing and valuations using prices from the custodian bank and its pricing
vendors, quarterly and audited financial statements from managers of private equity and hedge funds, and through
initial and ongoing due diligence and monitoring by the investment and the Community Foundation’s consultant,
staff and investment committee. CHAC's fair value of the investment in the Community Foundation is based on
reviewing and monitoring the Community Foundation valuation and assessing if the fair value is reasonable.

The table below presents the balances of investments measured at fair value on a recurring basis by level within the

hierarchy:
2016
Total Level 1 Level 2 Level 3
Schwab portfolio $ 288682 $ 288682 $ $ -
Community Foundation investment pool 207,649 - 207,649
$ 496331 $ 288682 $ $ 207,649
2015
Total Level 1 Level 2 Level 3
Schwab portfolio $ 275247 $ 275247 $ $ -
Community Foundation investment pool 203,555 - 203,555
$ 478802 $ 275247 $ $ 203,555

The changes in Level 3 assets measured at fair value on a recurring basis are summarized as follows:

Beginning balance, July 1, $
Interest and dividends

Net realized gains

Unrealized gains (l0ss)

Management fees

Ending balance, June 30, $

2016 2015
203555  $ 202,007
2,903 2,124
8,019 1,974
(3,443) 189
(3,385) (2,739)
207649 _$ 203555

S14-



CHAC
Notes to Financial Statements
June 30, 2016 and 2015

Note D - Fair Value of Investments, continued

At June 30, 2016 and 2015, investments in equity securities that have readily determinable market values and all
investments in debt securities are accounted for and reported at fair value under provisions prescribed in FASB ASC

320, Investments-Debt and Equity Securities.

The estimated carrying and fair values of CHAC's financial instruments at June 30 are as follows:

2016 2015
Estimated Estimated
Carrying Value Fair Value Carrying Value Fair Value
Community Foundation investment pool $ 203,073 $ 207,649 $ 177,739 $ 203,555
Schwab Portfolio 291,430 288,682 278,925 275,247
Total investments $ 494503 $ 496,331 $ 456,664 $ 478,802

Investment return for the years ended June 30 is summarized as follows:

2016 2015
Interest and dividends $ 19,084 $ 4,058
Net realized gain (loss) 8,019 (1,256)
Unrealized gain (loss) (6,191) (4,730)
Total unrestricted investment income 3 20,912 3 (1,928)

-15-



CHAC
Notes to Financial Statements
June 30, 2016 and 2015
Note E - Property and Equipment

Property and equipment at June 30 consisted of:

2016
Accumulated
Cost Depreciation Net
Land $ 1,371,249 ' $ - 8 1,371,249
Building and improvements 2,141,374 (164,950) 1,976,424
Furniture and equipment 51,039 (30,132) 20,907

$ 3,563,662 $ (195,082) $ 3,368,580

2015
Accumulated
Cost Depreciation Net
Land $ 1,371,249 $ - $ 1,371,249
Building and improvements 2,141,374 (109,967) 2,031,407
Furniture and equipment 51,039 (24,555) 26,484

$ 3,563,662 $ (134,522) $ 3,429,140

Depreciation expense is $60,560 and $60,560 as of June 30, 2016 and 2015, respectively.

Note F - Fund Held in Trust

The fund held in trust is set up and maintained for the Challenge Team, a not-for-profit organization organized by the
local community groups, including CHAC. The fund balance is $53,947 and $50,255 as of June 30, 2016 and 2015,
respectively.

Note G - Contingent Liabilities
State grants and contracts require the fulfillment of certain conditions as set forth in the terms of the contract or grant
award agreement, and are subject to audit by the grantor. Failure to comply with these conditions could result in the

return of funds to the grantor. Although it is a possibility, CHAC believes that it has complied with the conditions of its
contracts and grant award agreements, and no significant liabilities will result from audit.

-16 -



CHAC

Notes to Financial Statements
June 30, 2016 and 2015
Note H - Restricted Net Assets
Temporarily restricted net assets contain donor-imposed restrictions that expire upon the passage of time or once
specific actions are undertaken by CHAC. These net assets are then released and reclassified to unrestricted net

assets from which they are expended.

Restricted net assets for the years ended June 30 are as follows:

2016 2015
Temporarily restricted net assets:
Prevention plus program - Sunnyvale School District $ 248,500 $ 167,700
Psychology fund 23,848 20,000
General support 2,200 59,650
Teen talk program 50,000

$ 274,548 $ 297,350

Restricted net assets released are as follows for the years ended June 30:

2016 2015
Temporarily restricted net assets:
Prevention plus program - Sunnyvale School District $ 167,700 $ 167,700
General Support 59,650 15,300
Teen talk porgram 50,000 50,000
Psychology fund 6,152 33,808
In-house prevention program 6,848

$ 283,502 $ 273,656

Note | - Endowments and Net Asset Classifications

CHAC's endowment consisted of funds designated by the Board of Directors to function as endowments. As required
by GAAP, net assets associated with endowment funds, including funds designated by the Board of Directors to
function as endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions. The Board designated those net assets to function as a Board endowment. The Board designated
endowment had similar goals as did the permanently restricted endowment fund, with the preservation of the
principal or corpus being the main objective. During the fiscal year, the Board of Directors removed the designated
funds from endowment.
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Note | - Endowments and Net Asset Classifications, continued

CHAC

Notes to Financial Statements
June 30, 2016 and 2015

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

Board-designated endowment fund
Total funds

Board-designated endowment fund
Total funds

Changes in endowment net assets for the fiscal year ended June 30 are as follows:

-18-

Endowment net assets, beginning of year

Transfer out

Investment return:

Investment income

Net appreciation (realized and unrealized)
Total investment return

Appropriation of endowment assets for expenditures
Endowment net assets, end of year

Endowment net assets, beginning of year
Investment return:
Investment income
Net appreciation (realized and unrealized)
Total investment return
Appropriation of endowment assets for expenditures
Endowment net assets, end of year

2016
Unrestricted Total
$ $ -
3 $ -
2015
Unrestricted Total
$ 278,799 $ 278,799
$ 278,799 $ 278,799
2016
Unrestricted Total
3 278,799 $ 278,799
(278,799) (278,799)
3 $ 278,799
2015
Unrestricted Total
3 278,169 $ 278,169
2,236 2,236
1,133 1,133
3,369 3,369
(2,739) (2,739)
$ 278,799 $ 278,799




CHAC

Notes to Financial Statements
June 30, 2016 and 2015

Note | - Endowments and Net Asset Classifications, continued

Return objectives and risk parameters

CHAC had adopted investment and spending policies for endowment assets that attempt to provide a predictable
stream of funding to programs supported by its endowment while seeking to maintain the purchasing power of the
endowment assets. Endowment assets include those assets of donor-restricted funds that CHAC must hold in
perpetuity or for a donor-specified period(s) as well as Board-designated funds. CHAC expects its endowment funds,
over time, to provide an average unrealized and realized combined rate of return of approximately 7 percent
annually. Actual returns in any given year may vary from this amount.

Strategies employed for achieving objectives

To satisfy its long-term rate-of-return objectives, CHAC relied on a total return strategy in which investment returns
are achieved through both capital appreciation (realized and unrealized) and current yield (interest and dividends).
CHAC targets a diversified asset allocation that places a greater emphasis on equity-based investment to achieve its
long-term return objectives within prudent risk constraints. CHAC expects its corpus to increase by 2% each year.

Spending policy and how the investment objectives relate to spending policy

CHAC had a policy of evaluating whether funds should be appropriated for distribution each year during its budget
process. In establishing this policy, CHAC considered the long-term expected return on its endowment. Accordingly,
over the long term, CHAC expects the current spending policy to allow its endowment to grow at an average of 2
percent annually. If the endowment funds provide an average rate of return of approximately 7 percent annually, as
stated above, then this would allow approximately 5 percent of its fair market value to be prudently spent towards its
operating expenses. If during the budget process, it is determined that this money is not needed for the upcoming
year, it remains unrestricted for use in subsequent years. This is consistent with CHAC's objective to maintain the
purchasing power of the endowment assets held in perpetuity or for a specified term as well as to provide additional
growth through new gifts and investment return.

Note J - Revenue from Joint Powers

During the years ended June 30, funding was authorized by Joint Powers Agencies as follows:

2016 2015

School districts:

Los Altos School District $ 48,934 $ 47,509

Mountain View/Whisman School District 69,711 67,681

Mountain View/Los Altos Union High School District 48,649 47,232
Cities:

City of Los Altos 35,053 34,032

Town of Los Altos Hills 10,000 5,400

City of Mountain View 94,787 92,032

$ 307,134 $ 293,886
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CHAC
Notes to Financial Statements
June 30, 2016 and 2015

Note K - Private Unemployment Insurance

CHAC has unemployment insurance through a private program in lieu of participation in the California state
unemployment compensation system. Deposits to the program plus an allocated share of investment income are
reduced by benefits paid and an allocated share of operating expenses.

Deposits for the years ended June 30, 2016 and 2015 were $2,837 and $0, respectively. Claims paid for the years
ended June 30, 2016 and 2015 were $5,850 and $0, respectively. The policy calls for a reserve account to provide
for future claims based on a profile. The reserve balances at June 30, 2016 and 2015 were $13,001 and $47,248,
respectively.

Note L - Retirement Plan

Effective January 1, 2009, CHAC started its 401(k) plan that is managed by ADP Retirement Services. A selection of
investments is offered that enables employees to diversify their retirement plan accounts. ADP Retirement Services
provides a full range of investment options from well-known and respected money managers. All regular employees
working more than twenty hours a week are eligible to participate immediately with their employment in the CHAC.

CHAC contributes to the retirement savings accounts of employees who choose to participate in the retirement plan.
CHAC will equally match employee contributions up to 2 percent of employee earnings. Employee contributions are
subject to the IRS limitations for each year. Matching contributions for the years ended June 30, 2016 and 2015 were
$25,643 and $16,137, respectively.

Note M - Subsequent Events
In preparing these financial statements, CHAC has evaluated subsequent events and transactions for potential

recognition or disclosure through January 25, 2017, the date the financial statements were available to be issued. No
subsequent events were identified that required adjustment to or disclosure within the financial statements.
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