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I ndependent Auditor’s Report
Board of Directors
D owntown Streets, I nc.
San Jose, California
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Dow ntow n Streets, Inc., dba Dow ntow n
Streets Team (Organization), a nonprofit organization, w hich comprise the consolidated statement of financial
position as of June 30, 2017, and the related consolidated statements of activities, functional expenses, and cash
flow s for the year then ended, and the related notes to the consolidated financial statements.
M anagement’s Responsibility for the Consolidated Financial Statements
M anagement is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance w ith accounting principles generally accepted in the United States of A merica, including the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, w hether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance w ith auditing standards generally accepted in the United States of A merica
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that w e plan and perform the audit to obtain
reasonable assurance about w hether the consolidated financial statements are free of material misstatement.
A n audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, w hether 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 consolidated 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. A ccordingly, w e express no such opinion. A n audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as w ell as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence w e have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Dow ntow n Streets, Inc., dba Dow ntow n Streets Team as of June 30, 2017, and
the changes in its net assets and its cash flow s for the year then ended in accordance w ith accounting principles
generally accepted in the United States of A merica.

Board of Directors
D owntown Streets, I nc.
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Report on Summarized Comparative I nformation
We have previously audited Dow ntow n Streets, Inc.'s June 30, 2016 consolidated financial statements, and w e
expressed an unmodified audit opinion on those audited consolidated financial statements in our report dated
N ovember 15, 2016. In our opinion, the summarized comparative information presented herein as of and for the
year ended June 30, 2016 is consistent, in all material respects, w ith the audited consolidated financial statements
from w hich it has been derived.
Other M atters
Our audit w as conducted for the purpose of forming an opinion on the consolidated financial statements as a
w hole. The accompanying Schedule of Expenditures of Federal A w ards is presented for purposes of additional
analysis as required by the audit requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and is
also not a required part of the consolidated financial statements. Such information is the responsibility of
management and w as derived from and relates directly to the underlying accounting and other records used to
prepare the consolidated financial statements. The information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance w ith auditing standards generally accepted in the United States of A merica.
In our opinion, the Schedule of Expenditures of Federal A w ards is fairly stated in all material respects in relation
to the consolidated financial statements as a w hole.
Other Reporting Required by Government Auditing Standards
In accordance w ith Government Auditing Standards, w e have also issued reports dated January 23, 2018, on our
consideration of Dow ntow n Streets, Inc.'s internal control over financial reporting, and our tests of its compliance
w ith certain provisions of law s, regulations, contracts and grant agreements, and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance w ith Government Auditing
Standards in considering Dow ntow n Streets, Inc.’s internal control over financial reporting and compliance.

Campbell, California
January 23, 2018

D owntown Streets, I nc.
Consolidated Statement of Financial Position
June 30, 2017
(with comparative totals for 2016)
2017
Assets
Cash and cash equivalents
Investments—N ote 2
Contracts receivable
Grants receivable
Inventory
Prepaid expenses
A mounts due from related parties—N ote 3
Property and equipment, net—N ote 4
Deposits

$

108,224

2016
$

58,720
40,830
566,201
36,168
46,672
56,552
99,131
71,870
26,577

637,899
23,000
36,971
81,591
99,131
57,085
31,881
Total Assets

Liabilities and N et Assets
A ccounts payable and accrued expenses
Employee benefits payable
A mounts due to related parties—N ote 3
Line of credit—N ote 5
Deferred revenue
Rental deposits

$

1,075,782

$

1,002,721

$

123,729
148,347
79,000
200,000
4,993
7,450

$

118,543
105,523

Total Liabilities
N et Assets
Unrestricted
Temporarily restricted—N ote 6
Total N et Assets
Total Liabilities and N et Assets
See notes to consolidated financial statements.
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$

8,300

563,519

232,366

315,588
196,675

382,284
388,071

512,263

770,355

1,075,782

$

1,002,721

D owntown Streets, I nc.
Consolidated Statement of Activities
Year Ended June 30, 2017
(with comparative totals for 2016)

Unrestricted
Public Support and Revenue
Government contracts
Grants and contributions
In-kind donations
Fee for service contracts
Other contracts
Fundraising events, net
—N ote 7
Rental income—N ote 3
Gain (loss) on
investments, net
Other income
N et assets released
from restrictions

$

2,872,168
1,139,978
60,669
109,831
617,577

Temporarily
Restricted
$

2017
Total
$

145,562

2,872,168
1,285,540
60,669
109,831
617,577

2016
Total
$

3,001,750
1,539,037
55,299
37,056
161,222

34,619
70,743

34,619
70,743

23,227
42,946

11,078
19,919

11,078
19,919

(6,412)
17,537

5,082,144

4,871,662

474,752
256,221
425,589
452,801
1,948,979
192,669
426,142
333,440

474,752
256,221
425,589
452,801
1,948,979
192,669
426,142
333,440

592,643
487,214
425,725
386,933
1,742,282
145,763
270,367
35,902

4,510,593

4,510,593

4,086,829

543,372
286,271

543,372
286,271

407,991
108,883

Total Expenses

5,340,236

5,340,236

4,603,703

Change in N et Assets

(66,696)

(191,396)

(258,092)

267,959

382,284

388,071

770,355

502,396

Total Public Support
and Revenue
Expenses
Program services
Palo A lto Team
San Jose Team
Sunnyvale Team
San Rafael Team
San Jose Streets Team
N orth County Team
San Francisco Team
H ayw ard Team
Total Program Services
Supporting services
M anagement and general
Fundraising

N et Assets at
Beginning of Year
N et Assets at
End of Year

$

336,958

(336,958)

5,273,540

(191,396)

315,588

See notes to consolidated financial statements.
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$

196,675

$

512,263

$

770,355

D owntown Streets, I nc.
Consolidated Statement of Functional Expenses
Year Ended June 30, 2017
(with comparative totals for 2016)

Palo Alto
Team
Expenses
Salaries
Employee
benefits
Payroll taxes

$

Total Personnel
Expenses
Vouchers
Professional fees
Occupancy
Program outreach
services
Supplies
Transportation
Telephone
Office expenses
Dues and
subscriptions
Insurance
M eetings and
training
Depreciation
Computer
expenses
Interest
Printing
Total Expenses

$

208,281

San Jose
Team
$

105,912

Sunnyvale
Team

Program Services
San Rafael
San Jose
N orth
San Francisco
Team
Streets Team County Team
Team

$

$

242,655

186,002

$ 1,025,641

$

120,892

$

203,101

H ayward
Team
$

Total

185,688

$ 2,278,172

Supporting Services
M anagement
and General Fundraising
Total
$

241,016

$

181,093

$

2017
Total

2016
Total

422,109

$ 2,700,281

$ 2,252,859

25,669
18,074

2,178
11,901

21,745
22,454

27,565
16,157

122,651
91,076

11,066
10,749

35,128
17,986

23,181
15,865

269,183
204,262

29,923
19,092

15,288
16,718

45,211
35,810

314,394
240,072

269,234
200,982

252,024

119,991

286,854

229,724

1,239,368

142,707

256,215

224,734

2,751,617

290,031

213,099

503,130

3,254,747

2,723,075

135,494
16,993
18,666

23,717
5,125
18,271

94,008
16,501
8,193

140,193
8,973
23,710

247,135
102,893
119,715

8,959
27,571

125,549
9,871
11,918

50,140
12,829
14,231

825,195
200,756
214,704

808
86,226
60,012

425
31,510

1,233
117,736
60,012

826,428
318,492
274,716

695,705
394,156
224,750

13,852
4,279
9,841
7,362
2,889

31,460
24,215
6,162
5,526
4,811

1,904
4,723
5,253
3,521
178

8,610
14,406
10,651
4,774
4,213

90,526
26,410
43,593
20,933
7,176

1,163
5,336
4,380
1,172
146

4,236
4,685
5,850
2,778
2,996

2,909
4,364
3,505
4,602
8,902

154,660
88,418
89,235
50,668
31,311

46
8,061
14,007
13,342
15,345

2,822
23,101
419
489
3,773

2,868
31,162
14,426
13,831
19,118

157,528
119,580
103,661
64,499
50,429

140,948
131,641
76,365
47,993
40,930

724
2,693

5,725
1,702

847
1,146

2,001
454

6,071
15,759

831
1,173

16,199
22,927

10,819
10,671

7,792

18,611
10,671

34,810
33,598

36,949
21,471

8,011

38
8,860

518

948
330

12,595
4,090

1,145

1,346

24,601
13,280

6,154
8,105

65

6,219
8,105

30,820
21,385

18,873
13,834

1,091
536
297

265

981
801
161

981

899

2,024
897
953

10,752
6,326
9,944

5,067
11,208
3,470

2,050

2,833

4,175
4,092
4,448

7,117
11,208
4,196

17,869
17,534
14,140

11,464
10,683
14,866

452,801

$ 1,948,979

333,440

$ 4,510,593

829,643

$ 5,340,236

$ 4,603,703

474,752

353
$

256,221

$

425,589

$

1,235

$

192,669

$

See notes to consolidated financial statements.

5

426,142

$

$

543,372

726
$

286,271

$

D owntown Streets, I nc.
Consolidated Statement of Cash Flows
Year Ended June 30, 2017
(with comparative totals for 2016)
2017
Cash Flows from Operating Activities
Change in net assets
A djustments to reconcile change in net assets to net cash
provided by (used in) operating activities
(Gain) loss on investments
Donated stock
Depreciation
(Increase) decrease in operating assets:
Contracts receivable
Grants receivable
Inventory
Prepaid expenses
Deposits
Increase (decrease) in operating liabilities:
A ccounts payable and accrued expenses
Employee benefits payable
Deferred revenue
Rental deposits

$

N et Cash Provided by (Used in) Operating Activities
Cash Flows from I nvesting Activities
Purchases of property and equipment
Purchases of investments
Proceeds from sale of investments
Loan to related party
Repayments of loan receivable by related party

(258,092)

2016
$

267,959

(10,199)
(37,210)
21,385

6,332
(35,269)
13,834

(71,698)
13,168
9,701
(25,039)
(5,304)

89,362
(22,618)
(6,241)
(42,195)
(10,886)

5,186
42,824
4,993
(850)

12,867
35,738

(311,135)

308,883

(6,600)

(49,018)
(313)

88,239
(454,369)
454,369

(182,131)
128,000

81,639

(103,462)

124,000
(45,000)
215,000
(15,000)

(97,190)
150,357
(299,601)

N et Cash Provided by (Used in) Financing Activities

279,000

(246,434)

I ncrease (D ecrease) in Cash and Cash Equivalents

49,504

(41,013)

58,720

99,733

N et Cash Provided by (Used in) I nvesting Activities
Cash Flows from Financing Activities
Proceeds from amounts due to related parties
Payments on amounts due to related parties
Proceeds from line of credit
Payments on line of credit

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year
See notes to consolidated financial statements.
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$

108,224

$

58,720

D owntown Streets, I nc.
N otes to Consolidated Financial Statements
June 30, 2017
(with comparative totals for 2016)
N ote 1—Organization and Summary of Significant Accounting Policies
Organization—Dow ntow n Streets, Inc., dba Dow ntow n Streets Team, (Organization) w as
incorporated in 2005 as a California nonprofit corporation dedicated to eliminating current and
preventing future homelessness. The Organization employs a w ork-first model in w hich members of
the homeless community rebuild their lives through a volunteer w ork-readiness program. In
exchange for food/housing vouchers and services, team members sw eep streets, line soccer fields,
perform janitorial w ork, run kitchens, clean environmental habitats, and much more. The
Organization coordinates the efforts of local government officials, law enforcement, businesses, and
volunteers to create job opportunities and hands-on case management for the homeless. Benefits such
as counseling, transportation and long-term housing assistance are also available. The Organization
began in Palo A lto, California and expanded into San Jose, California in July 2011 and Sunnyvale,
California in July 2012. In June 2013, the Directors of the Organization formed a sister nonprofit
organization, San Jose Streets Team, to provide community development activities to improve the
physical, economic, or social environment in the Strong N eighbor Initiative A reas of the City of San
Jose. The Organization is principally funded through contributions and government contracts.
Basis of Consolidation—The accompanying consolidated financial statements include the accounts of
the Organization and its sister organization, San Jose Streets Team. A ll significant intercompany
accounts have been eliminated in consolidation.
Financial Statement Presentation—The Organization recognizes contributions, including
unconditional promises to give, as public support in the period received. Contributions and net assets
are classified based on the existence or absence of donor-imposed restrictions. The net assets of the
Organization and changes therein are classified and reported as follow s:
Unrestricted net assets—N et assets that are not subject to donor-imposed stipulations and that may
be expendable for any purpose in performing the primary objectives of the Organization.
Temporarily restricted net assets—N et assets subject to donor-imposed stipulations that may or
w ill be met either by actions of the Organization and/or the passage of time. A s the restrictions are
satisfied, temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the accompanying consolidated financial statements as net assets released from restrictions.
Permanently restricted net assets—N et assets for w hich the donor has stipulated that the principal
be maintained into perpetuity. Generally, the donors of these assets permit the Organization to
use all or part of the income earned on related investments for general or specific purposes. A t
June 30, 2017 and 2016, the Organization had no permanently restricted net assets.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 1—Organization and Summary of Significant Accounting Policies—Continued
Income Taxes—The Organization is a nonprofit organization exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code (Code) and Section 23701(d) of the California Revenue and Taxation
Code. Accordingly, no provision for federal or state income taxes is included in the consolidated financial
statements. In addition, the Organization has been determined by the Internal Revenue Service not to be a
private foundation within the meaning of Section 509(a) of the Code. Accounting standards require an
organization to evaluate its tax positions and provide for a liability for any positions that would not be
considered ‘more likely than not’ to be upheld under a tax authority examination. Management has
evaluated its tax positions and has concluded that a provision for a tax liability is not necessary at June 30,
2017 and 2016. Generally, the Organization‘s information returns remain open for examination for a period
of three (federal) or four (state of California) years from the date of filing.
Cash and Cash Equivalents—The Organization considers all highly liquid investments w ith a maturity
of three months or less w hen purchased to be cash equivalents. Cash consists of balances in checking
and savings accounts and in certificates of deposit at banks.
Inventory—Inventory is carried at the low er of cost or market determined by the first-in, first-out
method if purchased. Donated inventory is stated as estimated fair value at date of donation. The
Organization’s inventory at June 30, 2017 and 2016 consists w holly of donated in-kind living supplies.
Property and Equipment—Property and equipment are carried at cost or, if donated, at the
approximate fair value at the date of donation. A cquisitions of property and equipment valued at less
than $3,000 are expensed w hen purchased or donated. Depreciation is provided on the straight-line
method over estimated useful lives of the related assets (principally five years).
Concentrations of Credit and Business Risk—Financial instruments which potentially subject the
Organization to concentrations of credit risk consist of cash and cash equivalents and receivables. The
Organization maintains its cash and cash equivalents at high quality financial institutions where funds are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 per depositor. In the normal
course of business, the Organization’s cash and cash equivalent balances may exceed the FDIC insurance
limit. Receivables are due from organizations and governmental agencies well-known to the Organization
with excellent payment histories; all amounts receivable at June 30, 2017 and 2016 are due within one year.
The Organization's management has assessed the credit risk associated with the deposit accounts and
receivables held at June 30, 2017 and 2016, and has determined that an allowance for potential losses due to
credit risk is not necessary.
Use of Estimates—The preparation of consolidated financial statements in accordance w ith generally
accepted accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. A ccordingly, actual results may differ from those estimates.
Revenue Recognition—Revenues from contracts are reported as increases in unrestricted net assets as
allow able expenditures under such agreements are incurred. The amounts expended in excess of
reimbursements are reported as contracts receivable.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 1—Organization and Summary of Significant Accounting Policies—Continued
In-Kind Donations—The Organization records various types of in-kind donations, including office
space, professional services and tangible assets. Donated services are recorded at fair value at the date
of donation only if the services (a) create or enhance nonfinancial assets, or (b) require specialized
skills that are provided by individuals possessing those skills, and w ould typically need to be
purchased if not provided by donation. Donations of office space and tangible assets are recognized at
fair value w hen received.
In-kind donations of $60,669 and $55,299 for the years ended June 30, 2017 and 2016, respectively, have
been recorded in the in-kind donations caption of the consolidated statements of activities at their fair
value and included in the consolidated statements of financial position and functional expenses as
follow s:
2017
Statement of Fi nancial Position
Inventory
Statement of Functi onal Expenses
Program outreach services
Supplies
Professional fees

$

2016
$

37,758
22,911
Totals

$

60,669

6,241
19,462
27,435
2,161

$

55,299

Functional Expenses—The costs of providing the various program and supporting services have been
summarized on a functional basis in the consolidated statements of activities and functional expenses.
A ccordingly, certain costs have been allocated betw een the program services and supporting services
benefitted.
Statement of Cash Flow s—During the years ended June 30, 2017 and 2016, the Organization paid no
income taxes and paid interest expense of $17,534 and $10,683, respectively.
Reclassifications—Certain amounts in 2016 have been reclassified to conform w ith the 2017
consolidated financial statement presentation.
Comparative Totals for 2016—The accompanying consolidated financial statements include certain
prior-year summarized comparative financial information in total, but not by net asset class. Such
information does not include sufficient detail to constitute a presentation in conformity w ith generally
accepted accounting principles. A ccordingly, such information should be read in conjunction w ith the
Organization’s audited consolidated financial statements for the year ended June 30, 2016, from w hich
the summarized information w as derived.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 2—I nvestments and Fair V alue M easurements
Fair value is defined as the price that w ould be received to sell an asset or paid to transfer a liability in
an orderly transaction betw een market participants at the measurement date. A ccounting standards
establish a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. This hierarchy is categorized into three levels based on the inputs as follow s:
Level 1—Quoted market prices in active markets for identical assets or liabilities. Level 1 assets
include equity securities and mutual funds valued at the closing price reported on the active
market on w hich the individual securities are traded
Level 2—Observable market-based inputs, either directly or indirectly, but are other than quoted
prices in actively traded markets. Level 2 inputs include quoted prices for similar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that
are not active, and other observable inputs that can be corroborated by observable market data.
Level 3—Unobservable inputs that are supported by little or no market activity w hich are
significant to the fair value of the asset or liability. Unobservable inputs reflect the best estimate of
w hat hypothetical market participants w ould use to determine a transaction price for the asset or
liability at the reporting date.
N ote 3—Related Party Transactions
During the year ended June 30, 2016, the Organization provided administrative and fundraising
services to Peninsula H ealthcare Connections, Inc. (PH C), a separate nonprofit organization w ith one
common officer to Dow ntow n Streets, Inc. During the year ended June 30, 2016, the Organization
received $21,009, for these services; these amounts are reported as fee for service contracts in the
consolidated statement of activities. The Organization also shares certain common expenses w ith PH C
to receive volume discounts, w ith the PH C portion reimbursed to the Organization. During the years
ended June 30, 2017, and 2016, PH C reimbursed the Organization $13,216 and $25,842, respectively for
incurred expenses.
A dditionally, during the years ended June 30, 2017 and 2016, the Organization paid $13,670 and
$183,687, respectively to PH C for professional services provided to the Organization. A mounts due to
PH C related to these professional services at June 30, 2016, amounted to $67,736 and w ere included in
accounts payable and accrued expenses in the consolidated statement of financial position.
During the years ended June 30, 2017 and 2016, the Organization made loans to PH C for cash flow
purposes, w ith no specified repayment terms. Such loan balances at June 30, 2017 and 2016 amounted
to $99,131, and $99,131, respectively, these amounts w ere included in accounts payable and accrued
expenses in the consolidated statement of financial position.
The Organization subleases a portion of its primary administrative offices to PH C; such rental income
received during the years ended June 30, 2017 and 2016 totaled $24,000 and $10,000, respectively.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 3—Related Party Transactions—Continued
During the years ended June 30, 2017 and 2016, the Organization entered into a series of short-term
borrow ings from an employee to meet cash flow requirements. The notes are non-interest bearing and
are to be repaid as the cash flow of the Organization permits. Such outstanding balances as of June 30,
2017 and 2016 amounted to $79,000 and $0, respectively. A n additional $59,540, payable to the
employee’s credit cards, is included in accounts payable and accrued expenses in the consolidated
statement of financial position as of June 30, 2017.
N ote 4—Property and Equipment, N et
Property and equipment, net at June 30, 2017 and 2016 consists of the follow ing:
2017
Vehicles
Office furniture and equi pment

$

112,618
9,009
121,627
(64,542)

$

106,018
9,009
115,027
(43,157)

$

57,085

$

71,870

Less accumulated depreciation
N et

2016

N ote 5—Line of Credit
The Organization maintains a $200,000 line of credit w ith a bank, bearing interest at the bank’s prime
interest rate plus 2.5%, w ith a 6% floor, requiring monthly payments of interest only and secured by
substantially all the assets of the Organization; the line of credit has a current maturity date of
December 1, 2017. A dditionally, the Organization must maintain a minimum unrestricted tangible net
w orth of at least $250,000 during the term of the loan. A t June 30, 2017, the outstanding balance on the
line of credit is $200,000.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 6—Temporarily Restricted N et Assets
A summary of the activity related to temporarily restricted net assets for the year ended June 30, 2017
is as follow s:
Balance at
June 30, 2016
San Francisco Team
Gatew ay Project
Santa Cruz Team
Dropdow n Dow ntow n
Data impact analysis
Phoenix Fund
Other
Totals

$

283,456
52,642

Additions
$

$

388,071

$
37,500
39,152
13,910
55,000

43,644
4,382
3,947
$

145,562

Balance at
June 30, 2017

Releases
(179,325)
(60,142)

$

104,131
30,000
39,152
13,910
7,064
2,418

$

196,675

(91,580)
(1,964)
(3,947)
$

(336,958)

A summary of the activity related to temporarily restricted net assets for the year ended June 30, 2016
is as follow s:
Balance at
June 30, 2015
San Francisco Team
Gatew ay Project
Data impact analysis
Phoenix Fund
Other
Totals

$

Additions
$

Balance at
June 30, 2016

Releases

553,000
52,642
68,000
16,247

$

689,889

$

(269,544)

$

283,456
52,642
43,644
4,382
3,947

$

388,071

(24,356)
(11,865)

3,947
$

3,947

$

(305,765)

N ote 7—Fundraising Events, N et
Revenue and expenses related to fundraising events during the year ended June 30, 2017 and 2016 are
as follow s:
2017
Revenue
Expense
N et

12

2016

$

70,656
(36,037)

$

24,916
(1,689)

$

34,619

$

23,227

D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 8—Employee Benefit Plan
The Organization has adopted a 401(k) plan (the Plan) that covers employees w ho are at least 21 years
of age and have completed 1,000 hours of service in 12 months of employment. Participants may elect
to defer up to 80% of their annual salaries under the Plan, subject to Internal Revenue Service
limitations. The Plan provides for matching of 100% of deferrals up to the first 6% of compensation.
Employees vest immediately in all voluntary contributions to the Plan. The Organization's
contribution to the Plan w as $62,401 and $60,597 for the years ended June 30, 2017 and 2016,
respectively.
N ote 9—Contingencies
The Organization provides program participants w ith vouchers for meals, lodging, phone services
and/or gasoline. The Organization has taken the position that the distribution of vouchers to the team
members is not a substitute for compensation for w ork performed in the context of the program. A s
such, the team members are considered volunteers and the value of the vouchers is not subject to
payroll tax or other w age law s. The Organization relies on advice of counsel in support of this
position.
If this position w ere challenged by the U.S. Department of Labor or California Division of Labor
Standards Enforcement, the Organization could be liable for resulting payroll taxes, penalties and
other w age law requirements. The amount of any such liability is not know n as of June 30, 2017.
N ote 10—Commitments
The Organization leases various office and meeting spaces thought its service area and office equipment.
The future minimum annual rental commitments by year for its leases with a remaining term greater than
one year are as follows:
Year Ending June 30,
2018
2019
2020
2021
2022
thereafter
Total

$

174,363
207,510
207,510
198,882
198,882
33,147

$

1,020,294

Rental expense for all operating leases, including required common area costs and utilities, for the
years ended June 30, 2017 and 2016 w as $153,137 and $222,164, respectively.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 11—Recent Accounting Pronouncements
Fair Value M easurement—In M ay 2015, the Financial A ccounting Standards Board (FA SB) issued
A ccounting Standards Update N o. 2015-07 (A SU 2015-07), Fair Value M easurement (Topic 820):
Disclosures for Investments in Certain Entities that Calculate Net Asset Value per Share (or its Equivalent).
A SU 2015-07 removes the requirement to categorize w ithin the fair value hierarchy all investments for
w hich fair value is measured using net asset value per share as a practical expedient. For nonpublic
business entities, A SU 2015-07 is effective for fiscal years beginning after December 15, 2016, w ith
early adoption permitted. The Organization is currently evaluating the impact that the adoption of
A SU 2017-07 w ill have on its financial statements.
Leases—In February 2016, FA SB issued A SU N o. 2016-02, Leases (Topic 842), w hich requires
organizations that lease assets (lessees) to recognize the assets and related liabilities for the rights and
obligations created by the leases on the statement of financial position for leases w ith terms exceeding
12 months. A SU N o. 2016-02 defines a lease as a contract or part of a contract that conveys the right to
control the use of identified assets for a period of time in exchange for consideration. The lessee in a
lease w ill be required to initially measure the right-of-use asset and the lease liability at the present
value of the remaining lease payments, as w ell as capitalize initial direct costs as part of the right-ofuse asset. A SU N o. 2016-02 is effective for the Organization in 2020; early adoption is permitted. The
Organization is currently evaluating the impact that the adoption of A SU 2016-02 w ill have on its
financial statements.
N et A ssets Presentation—In A ugust 2016, FA SB issued A SU N o. 2016-14, Presentation of Financial
Statements of Not-for-Profit Entities, w hich is intended to improve how a not-for-profit entity classifies
its net assets, as w ell as the information it presents in its financial statements about its liquidity and
availability of resources, expenses and investment returns, and cash flow s. The guidance replaces the
three classes of net assets currently presented on the statement of financial position w ith tw o new
classes of net assets, w hich are based on the existence or absence of donor-imposed restrictions. A SU
N o. 2016-14 includes specific disclosure requirements intended to improve a financial statement user’s
ability to assess an entity’s available financial resources, along w ith its management of liquidity and
liquidity risk. The guidance requires all not-for-profit entities to present expenses by both their natural
and functional classification in a single location in the financial statements. A SU N o. 2016-14 is
effective for the Organization in 2019. Early adoption is permitted. The Organization is currently
evaluating the impact that the adoption of A SU 2016-14 w ill have on its financial statements.
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D owntown Streets, I nc.
N otes to Consolidated Financial Statements—Continued
N ote 11—Recent Accounting Pronouncements—Continued
Revenue Recognition—In M ay 2014, FA SB issued A ccounting Standards Update (A SU) N o. 2014-09,
Revenue from Contracts with Customers, w hich supersedes most of the current revenue recognition
requirements. The underlying principle is that an entity w ill recognize revenue to depict the transfer
of goods or services to customers at an amount that the entity expects to be entitled to in exchange for
those goods or services. The guidance provides a five-step analysis of transactions to determine w hen
and how revenue is recognized. Other major provisions include capitalization of certain contract
costs, consideration of time value of money in the transaction price and allow ing estimates of variable
consideration to be recognized before contingencies are resolved in certain circumstances. The
guidance also requires enhanced disclosures regarding the nature, amount, timing, and uncertainty of
revenue and cash flow s arising from an entity’s contracts w ith customers. The guidance is currently
effective for the Organization in 2019 (early adoption is not permitted). The guidance permits the use
of either a retrospective or cumulative effect transition method. The Organization is evaluating
w hether this w ill have a material impact on its financial statements.
Inventory—In July 2015, FA SB issued A SU N o. 2015-11, Simplifying the M easurement of Inventory. A SU
2015-11 simplifies the subsequent measurement of inventory by requiring inventory to be measured at
the low er of cost and net realizable value. A SU 2015-11 applies only to inventories for w hich cost is
determined by methods other than last-in first-out and the retail inventory method. A SU 2015-11 is
effective on a prospective basis for public companies for annual reporting periods beginning after
December 15, 2016, including interim periods w ithin those fiscal years. For all other entities, the A SU
2015-11 is effective on a prospective basis for fiscal years beginning after December 15, 2016, and
interim periods w ithin fiscal years beginning after December 31, 2017. Early adoption of A SU 2015-11
is permitted. The Organization is currently evaluating the impact that the adoption of A SU 2015-11
w ill have on its financial statements.
N ote 12—Subsequent Events
M anagement has evaluated all activities of Dow ntow n Streets, Inc. through January 23, 2018, w hich is
the date the consolidated financial statements w ere available to be issued, and concluded that no
material subsequent events have occurred that w ould require adjustment to the consolidated financial
statements or disclosure in the notes to the consolidated financial statements.
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D owntown Streets, I nc.
Schedule of Expenditure of Federal Awards
Year Ended June 30, 2017

Federal Grantor/
Pass-through Grantor
Program Title

Federal
CFD A
N umber

Pass-through
Entity
Identifying
N umber

Award Period

14.218
14.218

CPS-16-017
S16160228

07/01/16-06/30/17
07/01/16-06/30/17

14.218
14.218
14.218

1617-829560
16182
17120

07/01/16-06/30/17
03/15/16-06/30/17
07/01/16-06/30/17

Federal
Expenditures

U.S. D epartment of H ousing
and Urban D evelopment
CDBG—Entitlement Grants Cluster
Community Development Block
Grants/Entitlement Grants
Passed through:
City of San Jose
City of Palo A lto
Sunnyvale Community
Services
City of H ayw ard
City of H ayw ard

$

413,823
282,386
278,625
169,572
90,000

Total CD BG—Entitlement Grants Cluster, CFD A N os. 14.218 and 14.225

1,234,406

Total U.S. D epartment of H ousing and Urban D evelopment

1,234,406

U.S. D epartment of H ealth
and H uman Services
Community Services Block Grant
Passed through:
City of Oakland

93.569

10001402

01/01/17-06/30/17

19,369

Total CFD A N o. 93.569

19,369

Total U.S. D epartment of H ealth and H uman Services

19,369

Total Expenditures of Federal Awards
See notes to the schedule of expenditures of federal aw ards.
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$

1,253,775

D owntown Streets, I nc.
N otes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2017
N ote A—Basis of Presentation
The accompanying schedule of expenditures of federal aw ards includes the federal grant activity of
Dow ntow n Streets, Inc. under programs of the federal government for the year ended June 30, 2017.
The information in this schedule is presented in accordance w ith the audit requirements of Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the schedule presents only a selected
portion of the operations of Dow ntow n Streets, Inc., it is not intended to and does not present the
financial position, changes in net assets, or cash flow s of Dow ntow n Streets, Inc.
N ote B—Summary of Significant Accounting Policies
Expenditures reported on the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized follow ing the cost principles contained in the Uniform Guidance,
w herein certain types of expenditures are not allow able or are limited as to reimbursement.
Dow ntow n Streets, Inc. has elected to use the 10-percent de minimis indirect cost rate allow ed under
the Uniform Guidance. A ny negative amounts show n on the schedule represent adjustments or
credits made in the normal course of business to amounts reported as expenditures in prior years.
Pass-through entity identifying numbers are presented w here available.
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D owntown Streets, I nc.
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2017
There w ere no prior year audit findings.
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I ndependent Auditor’s Report on I nternal Control Over Financial Reporting
and on Compliance and Other M atters Based on an Audit of Consolidated Financial
Statements Performed in Accordance with Government Auditing Standards
Board of Directors
D owntown Streets, I nc.
San Jose, California
We have audited in accordance w ith auditing standards generally accepted in the United States of A merica and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, the consolidated financial statements of Dow ntow n Streets, Inc. (Organization),
w hich comprise the consolidated statement of financial position as of June 30, 2017, and the related consolidated
statements of activities, functional expenses, and cash flow s for the year then ended, and the related notes to the
consolidated financial statements and have issued our report thereon dated January 23, 2018.
I nternal Control over Financial Reporting
In planning and performing our audit of the consolidated financial statements, w e considered the Organization's
internal control over financial reporting to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the consolidated financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Organization’s internal control. A ccordingly, w e do
not express an opinion on the effectiveness of the Organization’s internal control.
A deficiency in internal control exists w hen the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s consolidated
financial statements w ill not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material w eakness, yet
important enough to merit attention by those charged w ith governance.
Our consideration of internal control w as for the limited purpose described in the first paragraph of this section
and w as not designed to identify all deficiencies in internal control that might be material w eaknesses or
significant deficiencies. Given these limitations, during our audit, w e did not identify any deficiencies in internal
control that w e consider to be material w eaknesses. H ow ever, material w eaknesses may exist that have not been
identified.
Compliance and Other M atters
A s part of obtaining reasonable assurance about w hether the Organization’s consolidated financial statements are
free of material misstatement, w e performed tests of its compliance w ith certain provisions of law s, regulations,
contracts, and grant agreements, noncompliance w ith w hich could have a direct and material effect on the
determination of consolidated financial statement amounts. H ow ever, providing an opinion on compliance w ith
those provisions w as not an objective of our audit and, accordingly, w e do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.
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Board of Directors
D owntown Streets, I nc.
Page 2
Purpose of This Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance, and the
results of that testing, and not to provide an opinion on the effectiveness of the Organization’s internal control or
on compliance. This report is an integral part of an audit performed in accordance w ith Government Auditing
Standards in considering the Organization’s internal control and compliance. A ccordingly, this report is not
suitable for any other purpose.

Campbell, California
January 23, 2018

20

Quigley & Miron
Certified Public Accountants
Suite 1660
3550 Wilshire Boulevard
Los Angeles, California 90010

Suite 700
1999 South Bascom Avenue
Campbell, California 95008

Telephone: (213) 639-3550
Facsimile: (213) 639-3555

Telephone:
Facsimile:

(408) 614-0100
(213) 639-3555

I ndependent Auditor’s Report on Compliance for Each M ajor Federal Program and Report
on I nternal Control over Compliance in Accordance with the Uniform Guidance
Board of Directors
D owntown Streets, I nc.
San Jose, California
Report on Compliance for Each M ajor Federal Program
We have audited the compliance of Dow ntow n Streets, Inc. (Organization) w ith the types of compliance
requirements described in the U.S. Office of M anagement and Budget (OM B) Compliance Supplement that could
have a direct and material effect on its major federal program for the year ended June 30, 2017. The
Organization's major federal program is identified in the summary of auditor’s results section of the
accompanying schedule of findings and questioned costs.
M anagement’s Responsibility
M anagement is responsible for compliance w ith the requirements of law s, regulations, contracts, and grants
applicable to its federal programs.
Auditor’s Responsibility
Our responsibility is to express an opinion on compliance for each of the Organization's major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our compliance
audit in accordance w ith auditing standards generally accepted in the United States of A merica; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those
standards and the Uniform Guidance require that w e plan and perform the audit to obtain reasonable assurance
about w hether noncompliance w ith the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. A n audit includes examining, on a test basis,
evidence about the Organization's compliance w ith those requirements and performing such other procedures as
w e considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. H ow ever, our audit does not provide a legal determination of the Organization’s compliance.
Opinion on Each M ajor Federal Program
In our opinion, the Organization complied, in all material respects, w ith the types of compliance requirements
referred to above that could have a direct and material effect on its major federal aw ard program for the year
ended June 30, 2017.
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Board of Directors
D owntown Streets, I nc.
Page 2
Report on I nternal Control over Compliance
The Organization’s management is responsible for establishing and maintaining effective internal control over
compliance w ith the types of compliance requirements referred to above. In planning and performing our audit
of compliance, w e considered the Organization's internal control over compliance w ith the types of requirements
that could have a direct and material effect on each major federal program as a basis for designing auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in accordance w ith the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. A ccordingly, w e do not express an opinion on the effectiveness of the Organization's internal control
over compliance.
A deficiency in internal control over compliance exists w hen the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance w ith a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over complianceis a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance w ith a
type of compliance requirement of a federal program w ill not be prevented, or detected and corrected, on a
timely basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance w ith a type of compliance requirement of a federal program that
is less severe than a material w eakness in internal control over compliance, yet important enough to merit
attention by those charged w ith governance.
Our consideration of internal control over compliance w as for the limited purpose described in the first
paragraph of this section and w as not designed to identify all deficiencies in internal control over compliance that
might be material w eaknesses or significant deficiencies. We did not identify any deficiencies in internal control
over compliance that w e consider to be material w eaknesses, as defined above. H ow ever, material w eaknesses
may exist that have not been identified.
Purpose of This Report
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance, and the result of that testing based on the requirements of the Uniform
Guidance. A ccordingly, this report is not suitable for any other purpose.

Campbell, California
January 23, 2018
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D owntown Streets, I nc.
Schedule of Findings and Questioned Costs
Year Ended June 30, 2017
A.

B.

Summary of Audit Results
1.

The auditor's report expresses an unmodified opinion on w hether the consolidated
financial statements of Dow ntow n Streets, Inc. w ere prepared in accordance w ith
accounting principles generally accepted in the United States of A merica.

2.

N o material w eaknesses or significant deficiencies w ere identified during the audit.

3.

N o instances of noncompliance material to the consolidated financial statements of
Dow ntow n Streets, Inc. w ere disclosed during the audit.

4.

N o material w eaknesses or significant deficiencies w ere identified during the audit of the
major federal aw ard program.

5.

The auditor's report on compliance for the major federal aw ard program of Dow ntow n
Streets, Inc. expresses an unmodified opinion.

6.

There w ere no audit findings that required reporting in this schedule in accordance w ith
Title 2 U.S. Code of Federal Regulations section 200.516(a).

7.

The program tested as a major program w as the Department of H ousing and Urban
Development, Entitlement
Grants Cluster, Community
Development
Block
Grants/Entitlement Grants, CFDA N o. 14.218 and Community Development Block
Grants/Special Purpose Grants, CFDA N o. 14.225.

8.

The threshold for distinguishing Types A and B programs w as $750,000.

9.

Dow ntow n Streets, Inc. w as determined to be a low risk auditee.

Findings—Consolidated Financial Statements Audit
N one

C.

Findings and Questioned Costs—M ajor Federal Award Program
N one
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D owntown Streets, I nc.
Corrective Active Plan
Year Ended June 30, 2017
A s there w ere no audit findings or questioned costs for the year ended June 30, 2017, a corrective
action plan is not required.
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