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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Modesto Gospel Mission
Modesto, California
We have audited the accompanying financial statements of Modesto Gospel Mission (a nonprofit
organization), which comprise the statement of financial position as of December 31, 2015, and the
related statements of activities, functional expenses and cash flows for the year 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 audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the 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.

1700 Standiford Avenue, Suite 200, ▪ Modesto, CA 95350
Phone: (209) 521-1100 Fax: (209)521-6305 www.kempercpa.com

Opinion
In our opinion, the financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of Modesto Gospel Mission as of December 31, 2015,
and the results of its operations and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Kemper CPA Group LLP
Certified Public Accountants and Consultants
Modesto, California
December 15, 2016
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MODESTO GOSPEL MISSION
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2015

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Inventory
Investments
Total current assets

$

477,757
118,065
253,912
849,734

PROPERTY AND EQUIPMENT
Buildings and improvements
Equipment

6,317,378
602,678
6,920,056
(2,376,802)

Accumulated depreciation
Total property and equipment, net

4,543,254

OTHER ASSETS
Prepaid expenses

10,092

TOTAL ASSETS

$ 5,403,080

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Total current liabilities

$

122,134
16,236
138,370

LONG TERM LIABILITIES
Note payable

300,000

Total long term liiabilities

300,000

TOTAL LIABILITIES

438,370

NET ASSETS
Unrestricted net assets
Temporary restricted
Total net assets
TOTAL LIABILITIES AND NET ASSETS

4,838,288
126,422
4,964,710
$ 5,403,080

The accompanying notes are an integral part of these financial statements.
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MODESTO GOSPEL MISSION
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2015

Unrestricted
SUPPORT AND REVENUE
PUBLIC SUPPORT
Contributions
Gifts in kind
Total contributions
Program income
Special events
Total public support
OTHER REVENUE
Interest and dividend income
Realized and unrealized loss on investments
Gain on sale of asset
Miscellaneous
Total other revenue
NET ASSETS RELEASED FROM RESTRICTION
TOTAL SUPPORT AND REVENUE

$ 2,153,855
2,634,090

Temporarily
Restricted

$

Total

114,478
-

$ 2,268,333
2,634,090

4,787,945

114,478

4,902,423

23,549
104,045

-

23,549
104,045

4,915,539

114,478

5,030,017

12,907
(4,657)
2,000
54,354

-

12,907
(4,657)
2,000
54,354

64,604

-

64,604

57,469

(57,469)

-

5,037,612

57,009

5,094,621

4,645,361

-

4,645,361

EXPENSES
Program services
Support services
Fundraising, less direct special events expense
Special events
Management and general
Total support services

733,944
60,785
378,822

-

733,944
60,785
378,822

1,173,551

-

1,173,551

TOTAL EXPENSES

5,818,912

-

5,818,912

CHANGE IN NET ASSETS
NET ASSETS: Beginning of the year
End of the year

(781,300)

57,009

5,619,588
$ 4,838,288

$

(724,291)

69,413

5,689,001

126,422

$ 4,964,710

The accompanying notes are an integral part of these financial statements.
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MODESTO GOSPEL MISSION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2015

Program
Services

Support Services
Mgmt &
General
Fundraising

Total

SALARIES AND RELATED
EXPENSES
Payroll
Payroll taxes
Employee benefits
Total salaries and related expenses

$ 1,081,063
74,011
122,826

$ 158,554
10,855
18,014

$ 201,798
13,815
22,928

$ 1,441,415
98,681
163,768

1,277,900

187,423

238,541

1,703,864

OTHER EXPENSES
Grants and other assistance to
individuals
Development
Accounting services
Outsides services
Professional services
Training and conferences
Licenses and permits
Advertisement
Bank service charges
Publications and subscriptions
Dues
Fees
Software maintenance renewal
Equipment rental
Food
Gas, oil, tires
Gifts and donations
Insurance
Interest Expense
Office supplies
Computer supplies
Program and educational supplies
Repairs and maintenance buildings

2,644,175
184
51,263
6,284
5,284
524
395
4,496
1,220
6,513
3,403
20,256
11,979
11,894
90,151
27,971
52
46,642
22,625

11,200
18,236
17,087
2,992
461
2,178
966
4,679
7,725
3,490
337
433
3,437
14,619
18,023
3,997
3,517
-

430,069
698
39,347
22,572
909
25,570
2,884
2,108
372
17,056
7,991
1,679
-

The accompanying notes are an integral part of these financial statements.
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2,644,175
430,069
11,200
18,420
68,350
9,974
5,284
40,332
2,178
1,361
9,175
23,792
15,147
32,463
23,477
14,520
15,703
121,826
18,023
39,959
5,248
46,642
22,625

MODESTO GOSPEL MISSION
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2015

Program
Services
Repairs and maintenance vehicles
Repairs and maintenance equipment
Security
Uniforms
Supplies
Medical supplies
Tax and license vehicle
Tax - real estate
Meals - meetings and conferences
Travel - meetings and conferences
Communications
Refund
Utility
Miscellaneous Expenses
Depreciation expense
Total other expenses
Total Expenses

Support Services
Mgmt &
General
Fundraising

Total

4,908
22,223
3,141
9,055
56,393
851
1,917
13,910
600
139
39,676
3,788
115,211
140,338
3,367,461

1,065
1,121
1,545
1,802
6,820
4,408
17,215
8,962
35,084
191,399

533
4,061
339
556,188

4,908
22,223
3,141
10,653
61,575
851
1,917
15,455
2,741
6,959
44,084
3,788
132,426
8,962
175,422
4,115,048

$ 4,645,361

$ 378,822

$ 794,729

$ 5,818,912

The accompanying notes are an integral part of these financial statements.
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MODESTO GOSPEL MISSION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to
net cash used by operating activities:
Depreciation
Gain on disposition of assets
Realized and unrealized loss on investments
(Increase) decrease in assets:
Receivables
Inventory
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued liabilities

$

(724,291)

175,422
(2,000)
4,657
194
10,085
(8,586)
43,596
(15,102)

Net cash used by operating activities

(516,025)

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of fixed assets
Proceeds from sale of investments
Purchase of fixed assets

2,000
650,309
(184,338)

Net cash provided by investing activities

467,971

Decrease in cash and cash equivalents

(48,054)

CASH AND CASH EQUIVALENTS
Beginning of year
End of year

SUPPLEMENTAL DISCLOSURES
Cash paid for interest

525,811
$

477,757

$

18,023

The accompanying notes are an integral part of these financial statements.
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MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES
Nature of Organization
The Modesto Gospel Mission (the “Organization”), is a nonprofit, nondenominational
Christian organization that has been serving the hungry and the homeless of Stanislaus
County since 1948. John Haine, Modesto Gospel Mission's founder saw a need and addressed
it by simply helping the homeless on the streets. Inspired by this example, others came to lend
a hand, and with help of individuals, churches, businesses, and volunteers, the outreach grew.
In 1984 Modesto Gospel Mission moved to its current location on Yosemite Boulevard in the
airport neighborhood. A major expansion and renovation was completed in 1997, with the
Mission campus now encompassing two city blocks.
Basis of Presentation
The accompanying financial statements have been prepared on the accrual method of
accounting in conformity with accounting principles generally accepted in the United States
of America.
The Organization reports 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. As of December 31, 2015, the Organization had no
temporary restricted or permanently restricted net assets.
Unrestricted net assets – Net assets that are not subject to donor-imposed restrictions and are
related to the operation and management of the Organization’s primary programs and
supporting services.
Temporarily restricted net assets – Net assets subject to donor-imposed restrictions that may
or will be met, either by actions of the Organization 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 donor-imposed restrictions that they
be maintained permanently by the Organization. Generally, the donors of these assets permit
the Organization to use all or part of the income earned on any related investments for general
or specific purposes.
Cash and Cash Equivalents
For purposes of the statement of financial position and the statement of cash flows, cash and
cash equivalents consist of cash, certificates of deposits with banks and other highly liquid
resources, such as investments in money market funds, with an original maturity of three
months or less.
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MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
Inventory
The Organization accepts contributions of clothing, food, and household items to be used in
activities in running the Mission. These contributed items are recorded at their fair value at
the date of receipt and are reflected as inventory in the Statement of Financial Position.
Inventories are used as needed.
Investments
The Organization carries investments in certificates of deposit at their fair values based on
quoted prices in active markets for similar assets (Level 2 measurements) in the Statement of
Financial Position. Unrealized gains and losses are included in the change in net assets in the
accompanying Statement of Activities.
Property and Equipment
Property and equipment are recorded at cost if purchased and at fair value if acquired by
donation. The Organization generally capitalizes fixed assets with a cost greater than $2,500
and a life expectancy of more than one year. All expenditures for repairs, maintenance,
renewals, and betterments that materially prolong the useful lives· of assets are capitalized.
Depreciation is calculated using the straight-line method over the estimated useful lives of the
assets ranging from 5 to 40 years.
Revenue Recognition
Funds are provided to the Organization by contributions from the public and fund-raising
activities of the Organization. Contributions received that are designated for future periods or
restricted by the donor are reported as temporarily or permanently restricted support and
increase the respective class of net assets. The Organization recognizes fees charged for
program services (i.e. transitional housing), as increases in unrestricted net assets in the period
in which the service has been provided. Contributions received with temporary restrictions
that are met in the same reporting period are reported as unrestricted support and increase
unrestricted net assets. Gains and losses on assets and liabilities are reported as increases or
decreases in unrestricted net assets unless their use is restricted by explicit donor restriction or
by law.
Donated Services, Facilities and Equipment
When the Organization receives significant amounts of donated services, facilities or
equipment, they are recorded as contributions based on the estimated fair value at the date the
contribution is made. Donated services are recorded as contributions at the estimated fair
value only in those instances where the services received (a) create or enhance non-financial
assets or (b) require specialized skills, are provided by individuals possessing those skills,
and would need to be purchased if not provided by donation. The Organization receives
services from a large number of volunteers who give significant amounts of their time to the
Organization’s programs and fund-raising campaigns but which do not meet the criteria for
financial statement recognition. Medical and other services provided by various professionals
and companies in Stanislaus County for the year ended December 31, 2015 amounted to
$38,832. Donated goods for the year ended December 31, 2015 amounted to $2,595,258.

9

MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
Functional Expenses
The costs of providing various programs and other activities have been summarized on a
functional basis in these financial statements. Expenses have been allocated by function
between program and supporting services classifications on the basis of cost allocations using
actual time worked in each program and on estimates made by the Organization’s
management.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates. Uses of estimates include, but are not limited to,
depreciation, and donated facility use and other items.
Income Taxes
The Organization is exempt from income taxes under IRS Code Section 501(c) (3) and
California Revenue and Taxation Code Section 23701(d). The Organization is classified by
the Internal Revenue Service as other than a private foundation. Accordingly, no provision
for federal or state income taxes is made in the accompanying financial statements.
The Organization files information tax returns in the U.S. Federal and California jurisdictions.
The Organization’s information returns filed with the Internal Revenue Service and the State
of California are subject to examination, generally for three and four years respectively after
they are filed.
Date of Managements Review
Management has evaluated subsequent events through December 15, 2016, the date which the
financial statements were available to be issued.
2. INVENTORY
Inventories are comprised of the following as of December 31, 2015:
Food
Clothing
Medical supplies

$ 85,458
18,032
14,575
$ 118,065

3. INVESTMENTS AND FAIR VALUE MEASUREMENTS
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
820, Fair Value Measurements and Disclosures, provides the framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (level 1 measurement) and the
lowest priority to unobservable inputs (level 3 measurements).
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MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
The three levels of the fair value hierarchy under FASB ASC 820 are described as follows:

Level 1

Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the plan has the ability to access.

Level 2

Inputs to the valuation methodology include:
• quoted prices for similar assets or liabilities in active markets;
• quoted prices for identical or similar assets or liabilities in inactive markets;
• inputs other than quoted prices that are observable for the asset or liability;
• inputs that are derived principally from or corroborated by observable market data
by correlation or other means.
If the asset or liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3

Inputs to the valuation methodology are unobservable and significant to the fair value
measurement. Level 3 inputs include management's own assumption about the
assumptions that market participants would use in pricing the asset or liability
(including the asumptions about risk).

The asset or liability's fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.
Following is a description of the valuation methodologies used for assets measured at fair
value.
Certificates of Deposit held by a broker – values are calculated using quoted market prices for
similar assets in active markets.
The following table sets forth by level, within the fair value hierarchy, the plan's assets at fair
value as of December 31, 2015:
Level 1

Level 2

Level 3

Total

Certificates of deposit with broker $

-

$ 253,912

$

-

$

253,912

$

-

$ 253,912

$

-

$

253,912

Total assets at fair value
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MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
The following schedule summarizes the investment return in the statement of activities:
Interest income
Net realized and unrealized losses
Total

$

12,907
(4,657)

$

8,250

4. NOTE PAYABLE
The note payable is due to an unrelated third party. The note bears interest at a fixed rate of
6% and is payable in monthly, interest only installments of $1,500, with an anticipated
balloon payment of $300,000 due on June 1, 2019. The loan is secured by a deed of trust on
the building.
5. OPERATING LEASES
The Modesto Gospel Mission leases two copy machines and a postage meter under five year
operating leases expiring in 2019.
Future minimum annual rental payments on all non-cancelable operating leases are as follows
for the year ended December 31:
2016
2017
2018
2019

$

Total

4,713
4,713
4,713
1,178

$ 15,317

Total rental expense for the year ended December 31, 2015, was $6,123.
6. CONCENTRATION OF CREDIT RISK
Financial instruments that potentially subject the Organization to concentration of credit risk
consist primarily of cash and cash equivalents and investments.
The Organization maintains its cash and cash equivalents in bank deposit accounts with the
Federal Deposit Insurance Corporation (FDIC) insured limits. The FDIC is an independent
agency of the U.S. government. FDIC insurance covers up to $250,000 (including principal
and interest) for deposits held in different ownership categories, including single accounts,
joint accounts, trust accounts, IRAs, and certain other retirement accounts, per issuer. At
December 31, 2015, the Organization had no cash and cash equivalents over the insured
limits.
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MODESTO GOSPEL MISSION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2015
The Organization maintains an account with a stock brokerage firm. The account contains
certificates of deposit, considered cash alternatives. Certificates of deposit purchased through
a securities broker and held in a brokerage account are considered deposits with the issuing
institution and are insured by the Federal Deposit Insurance Company. At December 31,
2015, the Organization had no certificates of deposit with the broker over the insured limits.
7. TEMPORARILY RESTRICTED NET ASSETS
The Organization’s temporarily restricted net assets at December 31, 2015 consists of the
following:
Children's Center
Women & Children's Building

$

47,380
79,042

Total temporarily restricted

$

126,422

8. GOING CONCERN AND MANAGEMENT PLANS
In fiscal year 2015, the Organization experienced a total decrease in net assets of $724,291.
This decrease has reduced the accumulated net assets at December 31, 2015 to $4,964,710. As
of that date, the Organization’s net fixed assets accounted for $4,543,254. In addition, the
Organization has had four consecutive years of decrease in net assets for a total decrease in
four years of $1,651,649. Those factors, create an uncertainty about the Organization’s ability
to continue as a going concern. The financial statements do not include any adjustments that
might be necessary if the Organization is unable to continue.
Management’s plans to reduce the annual short fall include delaying medical building
improvements/expenditures and women and children’s projects, implementing a hiring freeze,
and pursuing new funding sources. Management projects that all cash needs will be met
through 2016.
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