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INDEPENDENT AUDITOR’S REPORT

Board of Directors
St. Martin de Porres House of Hope, Inc.
Chicago, Illinois

We have audited the accompanying financial statements of St. Martin de Porres House of
Hope, Inc. (an Illinois not-for-profit corporation), which comprise the statements of
financial position as of May 31, 2019 and 2018 and the related statements of activities
and changes in net assets, functional expenses and cash flows for the years then ended,
and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

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. These standards require that we plan and perform the
audits to obtain reasonable assurance about whether the financial statements are free from
material misstatement.
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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 Organization’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 Organization’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of St. Martin de Porres House of Hope, Inc. as of May 31,
2019 and 2018, and the results of its activities and changes in net assets, functional
expenses and cash flows for the years then ended in accordance with accounting
principles generally acceg[ed in the United States of America.
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ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
STATEMENTS OF FINANCIAL POSITION

MAY 31,2019 AND 2018
ASSETS
2019 2018
Current Assets:
Cash and Cash Equivalents $ 77,197 § 65,731
Receivables:
Grants Receivable 3,727 2,132
Other Current Assets 11,326 15,169
Prepaid Expenses 5,005 9,278
Total Current Assets 97,255 92,310
Building and Improvements, Furniture, Equipment and Vehicles
Net of Accumulated Depreciation of $1,233,895
and $1,203,217 for 2019 and 2018, respectively 269,435 293,383
Investments 508,859 789,350
Total Assets $ 875,549 § 1,175,043
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts Payable and Accrued Expenses $ 11,747 $ 36,210
Accrued Payroll 11,329 11,085
Total Current Liabilities 23,076 47,295
Net Assets:
Without Donor Restrictions
Undesignated 839,973 66,118
Board Designated - 1,018,400
Total Net Assets without Donor Restrictions 839,973 1,084,518
With Donor Restrictions 12,500 43,230
Total Net Assets 852,473 1,127,748
Total Liabilities and Net Assets $ 875,549 § 1,175,043

See Independent Auditor’s Report.

The accompanying notes are an integral part of these financial statements.
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ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED MAY 31,2019 AND 2018

2019 2018
Cash Flows from Operating Activities
(Decrease) in Net Assets $ (275,275) $ (195,409)
Adjustments to Reconcile (Decrease) in Net Assets
to Net Cash Provided by (Used in) Operating Activities:
Depreciation 30,679 29,025
Unrealized Loss on Investments 3,516 49,640
Decrease (Increase) in Assets
Grants Receivable (1,595) 38,651
In-Kind Receivable - 11,732
Prepaid Expenses and Deposits 4,273 (3,762)
Other Current Assets 3,843 (15,169)
Increase (Decrease) in Liabilities
Accounts Payable and Accrued Expenses (24,463) 33,410
Accrued Payroll 244 (20,703)
Net Cash (Used in) Operating Activities (258,778) (72,585)
Cash Flows from Investing Activities
Purchase of Investments (927,915) (350,934)
Sales of Investments 929,890 467,352
Net Cash Transferred from Investment Fund 275,000 (100,000)
Purchase of Fixed Assets (6,731) (25,563)
Net Cash Provided by (Used in) Investing Activities 270,244 (9,145)
Net Increase (Decrease) in Cash and Cash Equivalents 11,466 (81,730)
Cash and Cash Equivalents, Beginning of Year 65,731 147,460
Cash and Cash Equivalents, End of Year $ 77,197 $ 65,731

See Independent Auditor’s Report.
The accompanying notes are an integral part of these financial statements.
7



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS
MAY 31,2019 AND 2018
Note 1 — Organization and Nature of Activities
St. Martin de Porres House of Hope, Inc. (the “Organization”) is an Illinois not-for-profit
corporation dedicated to providing housing for women and children in the Chicago Woodlawn
community.

Note 2 — Summary of Significant Accounting Policies

Basis of Accounting and Presentation

The accounts of the Organization are maintained on the accrual basis. Net assets are reported
based on the presence or absence of donor-imposed restrictions, as follows:

e Net Assets without Donor Restrictions — Net assets available for use in general operations
and not subject to donor (or certain grantor) restrictions.

e Net Assets with Donor Restrictions — Net assets subject to donor- (or certain grantor-)
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as
those that will be met by the passage of time or other events specified by the donor.
Other donor-imposed restrictions are perpetual in nature, where the donor stipulates
that resources be maintained in perpetuity. Donor-imposed restrictions are released
when a restriction expires, that is, when the stipulated time has elapsed, when the
stipulated purpose for which the resource was restricted has been fulfilled, or both.

During the year ended May 31, 2019, the board undesignated all net assets that had previously
been board designated. There are no net assets with board designation as of May 31, 2019.

Revenue Recognition: Contributions, Grants and Contracts

Contracts and grants are recognized as revenue in the periods in which the contracts or grants are
received, at the face amounts stated therein; however, they may be subject to adjustment in
subsequent periods. All revenues from contracts or grants are considered to be available for
unrestricted use unless specifically restricted as to time or purpose by the respective grantors or
contracting agencies. Amounts received that are designated for future periods or are restricted for
specific purposes are reported as support with donor restrictions that increases the net assets with
donor restrictions class. Contract and grant revenues for which time or purpose restrictions
expire in the period received are considered to be without donor restrictions.

A restriction expires when a stipulated time restriction ends, when an unconditional promise with
an implied time restriction is collected or when a purpose restriction is accomplished. Upon
expiration, net assets with donor restrictions are reclassified to net assets without donor
restrictions and are reported in the statements of activities and changes in net assets as net assets
released from restrictions.



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Donations are recognized as revenue upon receipt of donors’ commitments. Unconditional
promises to give, which do not state a due date or use restriction, are presumed to be without
donor restrictions.

Donated Goods and Services

A substantial number of volunteers have donated their time to the Organization during the year.
These volunteer activities include participating on the Board of Directors and numerous
committees. These donated services are not reflected in the financial statements because the
services do not meet the criteria for inclusion therein.

Donated services that create or enhance nonfinancial assets or that require specialized skills may
be provided by individuals possessing those skills. They would typically need to be purchased if
not provided by donation and are recorded at their fair values in the period received.

Contributions of donated noncash assets are recorded at their fair values in the period received.
The Organization reports these gifts as unrestricted support, unless explicit donor stipulations

specify how the donated assets must be used.

Grants Receivable

Grants receivable are stated at face value. To the extent that collections on particular accounts
are at less than face value, the Organization adjusts gross revenues in the periods in which such
collections are made.

Property and Equipment

Property and equipment is recorded at historical cost. The Organization capitalizes fixed asset
additions over $500. Depreciation is computed using the straight-line method for all property
and equipment. The estimated useful lives in computing depreciation are as follows:

Description Years
Machinery and Equipment 5
Furniture and Fixtures 5-17

Maintenance and repairs, which neither materially add to the value of the property nor
appreciably prolong its life, are charged to expense as incurred. Gains or losses on dispositions
of property and equipment are included in the statements of activities and changes in net assets.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an initial maturity of three months
or less to be cash equivalents, excluding those amounts contained in the investment portfolios.



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Fair Value Measurements

Under GAAP, 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 (exit
price). The Organization utilizes market data or assumptions that market participants would use
in pricing the asset or liability, including assumptions about risk and the risks inherent in the
inputs to the valuation technique.

The Organization’s assessment of the significance of a particular input to the fair value
measurements requires judgment and may affect the valuation of fair value of assets and
liabilities and their placement within the fair value hierarchy levels.

GAAP establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value, maximizes the use of observable inputs, and minimizes the use of
unobservable inputs by requiring that the observable inputs be used when available. The
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets or liabilities (Level I measurements) and the lowest priority to measurements involving
significant unobservable inputs (Level III measurements). The three levels of fair value hierarchy
are as follows:

Level 1 Valuation based on quoted prices in active markets for identical assets or
liabilities that a reporting entity has the ability to access at the measurement date, and
where transactions occur with sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level II Valuation based on inputs other than quoted prices included within Level I that
are observable for the asset or liability, either directly or indirectly. 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, that is, markets in which there
are few transactions, prices are not current, or prices vary substantially over time.

Level III Valuation based on inputs that are unobservable for an asset or liability and
should be used to measure fair value to the extent that observable inputs are not available,
thereby allowing for situations in which there is little, if any, market activity for the asset
or liability at the measurement date. This input, therefore, reflects the Organization’s
assumptions about what market participants would use in pricing the asset or liability
based on the best information available in the circumstances.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the statements of activities and changes in net assets. Expenses that are easily
and directly associated with a particular program or supporting service are allocated directly to
that functional category. Certain costs have been allocated among the programs and supporting
services benefited based on time devoted to the functional areas and other appropriate methods.

10



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the relevant
period. Actual results could differ from those estimates.

Income Taxes

The Organization is exempt from federal and state income taxes under Section 501(c)(3) of the
Internal Revenue Code and is not considered to be a private foundation. It is also required to
recognize or derecognize in its financial statements positions taken or expected to be taken in a
tax return on a “more likely than not” threshold. The Organization does not believe its financial
statements include any uncertain tax positions. The Organization’s income tax filings for the
years ending May 31, 2015 and thereafter remain subject to examination by the Internal Revenue
Service.

Change in Accounting Principle

On August 18, 2016, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958) - Presentation of
Financial Statements of Not-for-Profit Entities. The update addresses the complexity and
understandability of net asset classification, deficiencies in information about liquidity and
availability of resources, and the lack of consistency in the type of information provided about
expenses and investment return. The Organization has implemented ASU 2016-14 and has
adjusted the presentation in these financial statements accordingly. The ASU has been applied
retrospectively to all periods presented. The implementation had no impact on previously
reported net assets.

11



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Note 3 — Liquidity and Availability of Resources

The following table reflects the Organization’s financial assets as of May 31, 2019 and 2018,
respectively, reduced by amounts that are not available to meet general expenditures within one
year of the statement of financial position date because of contractual restrictions or internal

board designations. Amounts not available to meet general expenditures within one year also
may include assets with donor restrictions.

2019 2018
Cash and Cash Equivalents $ 77,197 $ 65731
Investments 508,859 789,350
Grants Receivable 3.727 2,132
Other Current Assets 11,326 15,169
Prepaid Expenses 5,005 9,278
Less: restricted by donors with purpose and
time restrictions (12,500) (43,230)

Total Current Assets $ 593,614 $ 838,430

Note 4 — Buildings and Improvements, Furniture, Equipment and Vehicles

The following is a summary of buildings and improvements, furniture, equipment and vehicles
as of May 31, 2019 and 2018:

2019 2018
Land $ 70,000 $ 70,000
Buildings and Improvements 1,102,547 1,102,547
Furniture and Fixtures 107,653 107,653
Machinery and Equipment 206,535 204,304
Vehicles 12,095 12,096
Website 4,500 -
1,503,330 1,496,600
Less: Accumulated Depreciation (1,233,895) (1,203,217)
Total $ 269,435 $ 293,383

12



ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Note 5 — Concentrations

Financial Instruments

The Organization places its temporary cash and money market accounts with creditworthy, high-
quality financial institutions. The Organization maintains its cash in various bank deposit
accounts which, at times, may exceed federally insured limits. The Organization has not
experienced any losses in such accounts.

The Organization has significant investments in stocks, bonds, and mutual funds and, therefore,
is subject to concentrations of credit risk. Investments are made by the investment managers
engaged by the Organization, and the investments are monitored for the Organization by an
investment advisor. Although the fair value of investments is subject to fluctuations on a year-to-
year basis, management believes the investment policy is prudent for the long-term welfare of
the Organization and its beneficiaries.

Note 6 — In-Kind Donations

The Organization frequently receives in-kind donations from outside organizations and
individuals. These donations consist of hot meals and other food products. The values of the
contributions are determined by the Organization’s chef in conjunction with the outside
organizations, based on what it would cost St. Martin de Porres to prepare the meals internally or
purchase the products.

Note 7 — Investments

The Organization’s investments are to benefit its long-term financial position. They consist of
cash and cash equivalents, equities and corporate, government and municipal bonds. GAAP
requires net assets associated with endowment funds, including funds designated by the Board of
Directors to function as endowments, to be classified and reported based on the existence or
absence of donor-imposed restrictions, of which there are none.

During the year ended May 31, 2019, the board undesignated its investment account which was
designated as an endowment as of the year ended May 31, 2018 and in prior years.
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ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

The Organization’s investments, all of which are considered to be Level I under the fair value
hierarchy described above, consist of the following at May 31, 2019 and 2018:

2019 2018
Cost Market Cost Market
Cash $ 6,215 § 6,215  § 84,008 § 84,008
Equities 256,093 249,576 273,400 280,642
Corporate Bonds 247,103 253,068 283,238 274,618
Government Bonds - - 198,346 150,082

§ 509411 $ 508,859 $§ 838,992 $ 789,350

The following schedule summarizes the investment return and its components for the years
ended May 31, 2019 and 2018:

2019 2018
Interest and Dividends $ 14452 $ 27,289
Realized Gain (Loss) (8,984) 63,322
Unrealized Gain (Loss) (3,516) (49,640)
Advisory and Transaction Fees (7,443) (6,929)
Net Investment Return $ (5,491) $ 34,042

Endowment assets are managed by a professional investment manager to provide a rate of return
commensurate with a low level of investment risk. The Organization has adopted investment and
spending policies for the endowment assets that attempt to preserve these assets while providing
a modest return to be withdrawn annually and spent for general purposes.

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends). The Organization targets a diversified
asset allocation that places a greater emphasis on mutual fund investments than on other
securities to achieve its long-term return objectives within prudent risk constraints. Interest and

dividends and unrealized and realized gains and losses are included in the statements of activities
and changes in net assets.

Investments are exposed to various risks such as interest rate, market, and credit risk. Due to the
level of risk associated with such investments, it is at least reasonably possible that changes in

any of the enumerated risks in the near-term could materially affect investment balances and the
amounts reported in the financial statements.
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ST. MARTIN DE PORRES HOUSE OF HOPE, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
MAY 31,2019 AND 2018

Note 8 — Net Assets with Donor Restrictions

Net assets with donor restrictions represent grants applicable to periods subsequent to the date of
the financial statements, the details of which are as follows:

2019
Beginning Ending
Grantor Balance Amount  Expended  Balance
Hospital Sisters of St. Francis $ 10,000 $ - $ (10,000) $ -
San Francisco Foundation 33,230 - (33,230) -
Hope Ministries - 10,000 - 10,000
Thomas W. Dower Foundation - 2,500 - 2,500

$ 43,230 § 12,500 $(43,230) $ 12,500

2018
Beginning Ending

Grantor Balance Amount  Expended  Balance
North Shore Baptist Church $ 1,460 $ - $ (1,460) $ -
Service Club of Chicago 11,732 - (11,732) -
Sisters of Charity of the Blessed Virgin Mary 9,000 - (9,000) -
Dominican Sisters of Springfield Illinois 3,000 - (3,000) -
Hospital Sisters of St. Francis 10,000 10,000 (10,000) 10,000
Hope Ministries 20,000 - (20,000) -
San Francisco Foundation - 33,230 - 33,230

$ 55192 $ 43,230 $(55,192) $ 43,230

Note 9 — Subsequent Events

The Organization is changing its name to Southside Center of Hope. The name change is
pending as of August 16, 2019.

Subsequent events have been evaluated through August 16, 2019, which is the date the financial

statements were available to be issued. There are no other subsequent events requiring
recognition and/or disclosure in the financial statements.
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