RISING SUN CENTER FOR OPPORTUNITY
(A NONPROFIT PUBLIC BENEFIT CORPORATION)

REPORT ON AUDIT OF FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022
(WITH SUMMARIZED FINANCIAL INFORMATION

FOR THE YEAR ENDED DECEMBER 31, 2021)

HEALY AND ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANT



INDEPENDENT AUDITOR’S REPORT
FINANCIAL STATEMENTS
Statement of Financial Position......
Statement of Activities....................
Statement of Functional Expenses.

Statement of Cash Flows...............

CONTENTS

NOTES TO FINANCIAL STATEMENTS ...

PAGE



HE AL Y A N D A s s oOoCIATE S
C ERTTI F I E D P u B LI C A cC C OUNTANT

INDEPENDENT AUDITOR’S REPORT

June 14, 2023

Board of Directors
Rising Sun Center for Opportunity
Oakland, California

Opinion

| have audited the accompanying financial statements of Rising Sun Center for
Opportunity (a nonprofit public benefit corporation), which comprise the statement of
financial position as of December 31, 2022, and the related statements of activities,

functional expenses, and cash flows for the year then ended, and the related notes to
the financial statements.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Rising Sun Center for Opportunity as of December 31,
2022, and the changes in net assets and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

| conducted my audit in accordance with auditing standards generally accepted in the
United States of America. My responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of my report. | am required to be independent of Rising Sun Center for
Opportunity and to meet my other ethical responsibilities in accordance with the relevant
ethical requirements relating to my audit. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United
States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt
about Rising Sun Center for Opportunity's ability to continue as a going concern within
one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing
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standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including
omissions, are considered material if there is a substantial likelihood that, individually or
in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, I:

e Exercise professional judgment and maintain professional skepticism throughout
the audit.

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Rising Sun Center for
Opportunity's internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the financial statements.

e Conclude whether, in my judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about Rising Sun Center for
Opportunity's ability to continue as a going concern for a reasonable period of
time.

| am required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit, significant audit findings, and
certain internal control related matters that | identified during the audit.

Report on Summarized Comparative Information

| have previously audited Rising Sun Center for Opportunity’s 2021 financial statements,
and | expressed an unmodified audit opinion on those audited financial statements in
my report dated July 1, 2022. In my opinion, the summarized comparative information
presented herein as of and for the year ended December 31, 2021, is consistent, in all
material respects, with the audited financial statements from which it has been derived.

Healy and Associates
Concord, California

HEALY AND ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANT



RISING SUN CENTER FOR OPPORTUNITY
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION AS OF DECEMBER 31, 2021)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable
Grants and contributions receivable
Inventory
Prepaid expenses
TOTAL CURRENT ASSETS

Fixed assets, net
Right-of-use asset, operating lease
Deposits

TOTAL ASSETS

LIABILITIES AND NET ASSETS
LIABILITIES
CURRENT LIABILITIES:
Accounts payable and accrued expenses
Sabbatical benefit
Lease liability, current portion
Note payable, current portion
TOTAL CURRENT LIABILIITES

Lease liability, long-term portion

PPP loan payable

Note payable, long-term portion
TOTAL LIABILITIES

CONTINGENCY

NET ASSETS
Without donor restrictions:
Undesignated
Board designated

With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

December 31

2022 2021
$ 4,644,091 $ 3,386,698
629,310 1,122,005
250,595 255,000
10,179 39,844
37,852 35,432
5,672,027 4,838,979
2,626,055 2,624,985
14,452 -
7,189 1,573
$ 8,219,723 $ 7,465,537
$ 301,325 $ 266,466
98,310 76,748
4,524 -
48,238 42,559
452,397 385,773
9,928 -
- 331,764
1,686,403 1,737,620
2,148,728 2,455,157
4,440,995 3,447,050
1,100,000 928,330
5,540,995 4,375,380
530,000 635,000
6,070,995 5,010,380
$ 8,219,723 $ 7,465,537

See Notes to Financial Statements
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RISING SUN CENTER FOR OPPORTUNITY
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

SUPPORT AND REVENUE
Government contracts and awards
Contributions and awards
Gain on forgiveness of PPP loan
Corporate contracts
In-kind donations
Other income
Net assets released from restrictions

Total Support and Revenue

EXPENSES

Program

General and administration

Fundraising

Total Expenses

Change in net assets
NET ASSETS, beginning of year, as previously stated
Prior period adjustment

NET ASSETS, beginning of year, restated

NET ASSETS, end of year

Without Donor With Donor Year Ended December 31
Restrictions Restrictions 2022 2021
$ 3,530,539 $ - $ 3,530,539 $ 1,887,732
583,388 977,950 1,561,338 1,232,548
331,764 - 331,764 450,000
210,015 - 210,015 1,422,295
109,624 - 109,624 111,148
91,711 - 91,711 26,178
1,082,950 (1,082,950) - -
5,939,991 (105,000) 5,834,991 5,129,901
3,261,385 - 3,261,385 2,137,503
1,105,468 - 1,105,468 814,356
407,523 - 407,523 344,628
4.774,376 - 4774 376 3,296,487
1,165,615 (105,000) 1,060,615 1,833,414
4,375,380 635,000 5,010,380 3,245,913
- - - (68,947)
4,375,380 635,000 5,010,380 3,176,966
$ 5,540,995 $ 530,000 6,070,995 $ 5,010,380

See Notes to Financial Statements
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RISING SUN CENTER FOR OPPORTUNITY
STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

Personnel Costs:
Salaries
Employee taxes and benefits

Total personnel

Operating Expenses:
Professional fees and contractors
Materials and supplies
Occupancy
In-kind expenses
Insurance
Office supplies
Stipends
Licenses, fees, and taxes
Interest Expense
Depreciation
Marketing
Transportation
Communications
Equipment rental and maintenance
Other program expenses
Miscellaneous
Printing and copying
Membership and subscriptions

Total operating

TOTAL EXPENSES

General and Year Ended December 31

Program Administrative Fundraising 2022 2021
$1,761,394 $§ 456,981 $ 293,584 § 2,511,959 $ 1,758,066
282,644 110,249 58,191 451,084 490,132
2,044,038 567,230 351,775 2,963,043 2,248,198
607,984 100,620 30,782 739,386 346,392
191,033 1,893 685 193,611 74,997
65,653 112,593 - 178,246 64,824
- 109,624 - 109,624 102,346
27,340 45,994 498 73,832 42,387
60,141 11,854 293 72,288 45,604
67,598 - - 67,598 23,285
17,972 38,649 6,194 62,815 37,711
42,544 13,842 6,221 62,607 79,088
- 60,716 - 60,716 64,888
33,412 5,802 6,075 45,289 52,247
32,441 6,590 358 39,389 3,164
23,175 11,202 4,103 38,480 35,893
36,669 909 - 37,578 22,902
10,481 475 136 11,092 4,456
- 11,003 - 11,003 42,521
- 5,977 - 5,977 5,285
904 495 403 1,802 299
1,217,347 538,238 55,748 1,811,333 1,048,289
$ 3,261,385 § 1,105,468 $ 407,523 $ 4,774,376 $ 3,296,487

See Notes to Financial Statements
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RISING SUN CENTER FOR OPPORTUNITY
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Gain on forgiveness of PPP loan
Depreciation

CHANGES IN CURRENT ASSETS AND CURRENT LIABILITIES:
Accounts, grants, and contributions receivable
Prepaid expenses
Inventory
Right-of-use asset
Deposits
Accounts payable and accrued expenses
Lease liability
Sabbatical benefit

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment

NET CASH USED BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:
PPP loan funds
Repayment on note payable
NET CASH (USED) PROVIDED BY FINANCING ACTIVITIES
NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

SUPPLEMENTAL INFORMATION:
Interest paid

SCHEDULE OF NONCASH INVESTING AND FINANCING
TRANSACTIONS:

Right-of-use asset

Operating lease liability for right-of-use asset

Year Ended December 31

2022 2021
$ 1,060,615 $ 1,833,414
(331,764) (450,000)
60,716 64,888
789,567 1,448,302
497,100 (732,717)
(2,420) (2,857)
29,665 3,924
(14,452) -
(5,616) -
34,859 64,559
14,452 -
21,562 7,801
1,364,717 789,012
(61,786) (46,211)
(61,786) (46,211)
- 331,764
(45,538) (15,880)
(45,538) 315,884
1,257,393 1,058,685
3,386,698 2,328,013
$ 4,644,091 $ 3,386,698
$ 62,607 $ 79,088
$ 16,570 $ -
$ 16,570 $ -

See Notes to Financial Statements
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE A — GENERAL AND NATURE OF ACTIVITIES

Rising Sun Center for Opportunity (Organization), formerly known as Rising Sun Energy
Center, is a California nonprofit public benefit corporation established in 1994. Their
mission is to empower individuals to achieve environmental and economic sustainability
for themselves and their communities. The Organization has locations in Oakland and
Stockton, California.

The Organization operates two main programs:

Climate Careers (CC), formerly California Youth Energy Services, is the youth
development and employment program. The CC program is a youth development
program with an emphasis on job development skills and communities’ ability to
withstand and mitigate climate change. The CC program has a core earn-and-
learn component, in which CC sets up offices in cities throughout Northern
California, hires and trains local youth, and through those youth, provides no-cost
energy and water efficiency services (including the installation of measures such
as LED light bulbs and efficient shower heads) to residents throughout the area.

Opportunity Build (OB), formerly Green Energy Training Services, provides job
training, case management, and job placement support to low-income adults with
barriers to employment. Participants go through an intensive, nine-week, hands-on
training program in which they learn hard- and soft-skills that prepare them for
successful apprenticeship job opportunities in the trades. Following the training
program, participants receive supportive services from Rising Sun Center for
Opportunity for up to one year. The OB program works extensively with the re-
entry population.

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Method and Basis of Presentation

The accounting records of the Organization are maintained on the accrual basis of
accounting. The financial statements of the Organization have been prepared in
accordance with ASU 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of
Financial Statements of Not-for-Profit Entities, which require the Organization to report
information regarding its financial position and activities according to the following net
asset classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-
imposed restrictions and may be expended for any purpose in performing the primary
objectives of the Organization. These net assets may be used at the discretion of the
Organization’s management and the Board of Directors. A portion of net assets
without donor restrictions has been recognized as Board Designated.



RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounting Method and Basis of Presentation (Continued)
Net assets with donor restrictions: Net assets subject to stipulations imposed by
donors and grantors. Some donor restrictions are temporary in nature; those
restrictions will be met by actions of the Organization or by the passage of time.
Other donor restrictions are perpetual in nature, whereby the donor has stipulated the
funds be maintained in perpetuity.

Donor restricted contributions are reported as increases in net assets with donor
restrictions. When a restriction expires, net assets are reclassified from net assets
with donor restrictions to net assets without donor restrictions in the statements of
activities.

Estimates

In preparing financial statements in conformity with accounting principles generally
accepted in the United States of America, management must make estimates based on
future events that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities as of the date of the financial statements, and revenues
and expenses during the reporting period. Actual results could differ from these
estimates and those differences could be material.

Cash and Cash Equivalents

Cash and cash equivalents include all monies in banks and highly liquid investments
with maturity dates of less than three months, which are neither held for nor restricted
by donors for long term purposes. The carrying value of cash and cash equivalents
approximates fair value because of the short maturities of those financial instruments.

Accounts, Grants, and Contributions Receivable

Accounts, grants, and contributions receivable are comprised of accounts receivable
from contract earnings and promises to give expected to be received within one year at
their net realizable value. The Organization evaluates the collectability of its receivables
on an ongoing basis and records a provision for potential uncollectible receivables when
appropriate. Management did not consider an allowance for doubtful accounts
necessary as of December 31, 2022.

Inventory
Inventory is comprised of program-related materials and supplies and is stated at the

lower of cost or market determined by the first-in first-out method. No allowance for
obsolescence was deemed necessary by the Organization.



RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value Measurements

The Organization’s financial instruments include cash and cash equivalents measured as
noted below using Level 1. Fair value is defined as the price that would be received to
sell an asset in the principal or most advantageous market for the asset in an orderly
transaction between market participants on the measurement date. Fair value should be
based on the assumptions market participants would use when pricing an asset. U.S.
GAAP establishes a fair value hierarchy that prioritizes investments based on those
assumptions. The fair value hierarchy gives the highest priority to quoted prices in
active markets (observable inputs) and the lowest priority to an entity's assumptions
(unobservable inputs). The Organization groups assets at fair value in three levels,
based on the markets in which the assets are traded, and the reliability of the
assumptions used to determine fair value. These levels are:

Level 1— Quoted prices for identical assets in active markets.

Level 2—Observable inputs other than Level 1, which include quoted prices
for similar assets in active markets, quoted prices from those willing to trade
in markets that are not active, or other inputs that are observable or can be
corroborated by market data for the term of the instrument.

Level 3— Unobservable inputs that cannot be corroborated by observable
market data.

Fixed Assets

Fixed asset additions are recorded at cost, less accumulated depreciation. Property and
equipment acquisitions $5,000 and greater are capitalized and depreciated over their
respective useful lives which range from 5 to 39 years. Depreciation is computed on the
straight-line method over the estimated useful lives of the related assets. Maintenance
and repairs that do not extend the useful lives of the respective assets are expensed as
incurred.

Tax Exemption Status

The Organization has received tax exempt status under section 501(c)(3) of the Internal
Revenue Code and Section 23701(d) of the State of California Revenue and Taxation
Code. The Organization is annually required to file a Return of Organization Exempt
from Income Tax (Form 990) with the IRS along with related state filings. The related
tax returns are subject to examination by federal and state taxing authorities generally
for three years after they are filed. The Organization has determined that there are no
material uncertain tax positions that require recognition or disclosure in the financial
statements.

The Organization earns revenue from cell tower rental income. No provision for income
tax has been made on that income as management has determined the amount of tax is
minimal and not material to these financial statements taken as a whole.



RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition
The Organization is supported primarily through government contracts/awards and
contributions.

The Organization recognizes contributions when cash, securities or other assets, an
unconditional promise to give, or notification of a beneficial interest is received. Conditional
promises to give, that is, those with a measurable performance or other barrier, and a right
of return, are not recognized until the conditions on which they depend have been
substantially met.

Revenue earned under a contractual arrangement (an “exchange transaction”) is
recognized when earned and therefore measured as services are provided.

A portion of the Organization’s revenue is derived from cost-reimbursable grants and
contracts, which are conditioned upon certain performance requirements and/or the
incurrence of allowable qualifying expenses. Amounts received are recognized as revenue
when the Organization has incurred expenditures in compliance with specific grant or
contract provisions. The Organization has $3,104,375 in cost-reimbursement grants and
contracts that have not been recognized as of December 31, 2022, because performance
requirements have not been met and/or qualifying expenditures have not yet been
incurred. No amounts have been received in advance under the cost-reimbursable grants
and contracts.

Donated Equipment, Supplies and Services (In-kind)

The Organization receives goods and services, which are donated for carrying out the
mission of the Organization. Contributed goods are recorded at fair value at the date of
donation. Donated professional services are recorded at the respective fair values of the
services received. The Organization received $109,624 and $111,148 in donated goods
and services during the years ended December 31, 2022 and 2021, respectively.

Functional Allocation of Expenses

The costs of program activities and supporting services have been summarized on a
functional basis in the statements of functional expenses. The statement presents the
natural classification of detail of expenses by function. Accordingly, certain costs have
been allocated among the programs and supporting services benefited. Indirect costs such
as general and administrative expenses include costs that are not directly identifiable with
any specific program, but which provide the overall support and direction of the
Organization. Such expenses which are common to multiple functions have been
allocated among the various functions benefited (either based upon square footage or
personnel time records.)
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Comparative Financial Information and Reclassifications

The accompanying financial statements include certain prior-year summarized
comparative information in total but not by net asset class. Certain reclassifications of
amounts previously reported have been made to the accompanying financial statements
to maintain consistency between periods presented. The reclassifications had no impact
on previously reported net assets. Such information does not include sufficient detail to
constitute a presentation in conformity with U.S. GAAP. Accordingly, such information
should be read in conjunction with our audited financial statements for the year ended
December 31, 2021, from which the summarized information was derived.

Newly Adopted Accounting Principles

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The new
standard establishes a comprehensive new lease accounting model. It clarifies the
definition of a lease and causes lessees to recognize leases on the statement of
financial position as a lease liability with a corresponding right of use asset for leases
with a lease term of more than one year. It is effective for financial statements issued for
fiscal years beginning after December 15, 2021, and interim periods within those fiscal
years. The standard requires a modified retrospective transition for capital or operating
leases existing at or entered into after the beginning of the earliest comparative period
presented in the financial statements, but it does not require transition accounting for
leases that expire prior to the date of initial application. The Organization adopted the
standard on January 1, 2022. The Organization elected the ‘package of practical
expedients’, which permitted the Organization not to reassess under the new standard
its prior conclusions about lease identification, lease classification and initial direct
costs; and all of the new standard’s available transition practical expedients. In addition,
the Organization adopted the practical expedients of using the risk-free interest rate and
the short-term lease definition. The adoption of the standard resulted in the addition of
right of use assets and lease liabilities as reflected in the accompanying financial
statements.

The right-of-use asset is initially measured at cost, which primarily comprises the initial
amount of the lease liability, plus any initial direct costs incurred, less any lease
incentives received. All right-of-use assets are reviewed for impairment. The lease
liability is initially measured at the present value of the lease payments, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily determined,
an incremental borrowing rate for the same term as the underlying lease. Lease
expense for our operating lease is recognized on a straight-line basis over the lease
term. Included in lease expense are any variable lease payments incurred in the period
that were not included in the initial lease liability.
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE C — CONCENTRATIONS

The Organization’s cash and cash equivalents are held primarily by two financial
institutions. In addition, the Organization has $3,674 on deposit with an institution
without insurance. The amounts for the years ended December 31, 2022 and 2021, in
excess of FDIC insurance or without insurance, were approximately $3,819,503 and
$2,467,509, respectively.

During the years ended December 31, 2022 and 2021, the Organization received
approximately 38% and 40% of its revenue from two funders (24% and 14%) and (29%
and 11%), respectively. The loss of this funding could have an impact on the results of
operations for the Organization.

In addition, 54% and 52% of receivable at December 31, 2022 and 2021 are due
primarily from three funders (31%, 12% and 11%) and two funders (34% and 18%),
respectively.

NOTE D — FIXED ASSETS

Depreciation expense for the year ended December 31, 2022 and 2021, was $60,716
and $64,888, respectively. At December 31, fixed assets consists of the following:

2022 2021
Land $1,113,200 $1,113,200
Building and improvements 1,634,730 1,573,430
Furniture and fixtures 147,982 139,830
Vehicles - 9,063

2,895,912 2,835,523
Less: Accumulated depreciation (269,857) (210,538)
Total fixed assets $2,626,055 $2,624,985

NOTE E — LINE OF CREDIT

The Organization has a secured $400,000 revolving line of credit. The interest rate is
1% over the index (3.25% at loan date), with @ minimum rate of 4.5%. The line matures
July 2023. At December 31, 2022 the line balance was $0.

12



RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE F — NOTE PAYABLE

In May 2018, the Organization purchased a property in Oakland, California and entered
into a note payable with a financial institution. During the year ended December 31,
2021, the Organization refinanced the note. Note payable at December 31 consists of
the following:

2022 2021

Note payable in the amount of $1,800,000, to Heritage
Bank, secured by real property, bearing interest at 3.45%
per annum, with monthly payments of $9,012, principal
and interest payments amortized over twenty-five years
but due July 12, 2031. $ 1,734,641 $ 1,780,179
Less: Current portion of long-term debt (48,238) (42,559)

Total Long-Term Debt $ 1,686,403 $ 1,737,620

The interest expense for the years ended December 31, 2022 and 2021, was $62,607
and $79,088, respectively. Annual maturities of long-term debt are as follows

Year Ending
December 31 Principal
2023 $ 48,238
2024 $ 49,788
2025 $ 51,723
2026 $ 53,561
2027 $ 55,465
2028 and beyond $ 1,475,866

NOTE G — PPP LOAN PAYABLE

In May 2020, the Organization received $450,000 from the Payroll Protection Program,
offered through the Small Business Administration, in response to COVID-19. During
the year ended December 31, 2021, the Organization applied for forgiveness of the
Payroll Protection Program funding of $450,000. Formal forgiveness was received of the
full $450,000 in June 2021. The gain on forgiveness of the loan is reflected in the
accompanying statement of activities.

In March 2021, the Organization received funding of $331,764 under the second round of
the Payroll Protection Program. During the year ended December 31, 2022, the
Organization applied for forgiveness of the Payroll Protection Program funding of
$331,764. Formal forgiveness was received of the full $331,764 in April 2022. The gain on
forgiveness of the loan is reflected in the accompanying statement of activities.
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE H - EMPLOYEE BENEFITS

Employees of the Organization are entitled to paid vacation based on length of service
and other factors and gain a vested right to accumulated vacation. Accrued vacation
payable at December 31, 2022 and 2021, was $163,507 and $116,003, respectively,
and is included in the accompanying financial statements.

In addition, employees may participate in a voluntary 403(b) employer sponsored plan
(Plan). During the year ended December 31, 2021, the Organization amended the Plan
to allow for discretionary employer matching contributions up to 3%. The matching
contributions totaled $36,788 and $35,824 for the years ended December 31, 2022 and
2021, respectively.

The Organization offers a sabbatical benefit of forty (40) continuous working days after
seven years continuous, permanent, full-time employment to employees. The expense
is $21,562 for the year ended December 31, 2022 and the liability accrued is $98,310
and $76,748 at December 31, 2022 and 2021, respectively.

NOTE | — LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other
restrictions limiting their use, within one year of the balance sheet date, comprise the
following:

Cash and cash equivalents $ 4,644,091

Accounts, grants, and contracts receivable 879,905

Total financial assets 5,523,996

Less:

Amounts not available to be used within one year (530,000)

Board designated net assets (1,100,000)
$ 3,893,996

As part of the Organization’s liquidity management, the Organization has a policy to
structure its financial assets to be available as its general expenditures, liabilities, and
other obligations come due.

The Organization’s board-designated funds are $1,100,000 at December 31, 2022.
Although they do not intend to spend from this board-designated fund these amounts
could be made available if necessary.

To help manage unanticipated liquidity needs, the Organization has a committed line of
credit in the amount of $400,000, which it could draw upon.
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE J — LEASES

The Organization leases office space in Stockton, California under a non-cancellable
lease on an annual basis at a rate of approximately $1,950 per month. The lease has
been renewed by the client each year and in December 2022 was extended for one
year through November 2023. In addition, the Organization leases space for satellite
locations during the summertime for programming. Finally, the Organization leases
office equipment under a non-cancellable lease at a rate of approximately $432 per
month through February 2026.

During the year ended December 31, 2022, the Organization adopted FASB Accounting
Standards Update (ASU) No. 2016-02, ASC 842, Leases, which requires the
recognition of a right-of-use asset and a lease liability based on the present value of the
remaining lease payments.

The client used a rate of 6.25% to determine present value. Right-of-use assets were
$14,452 and lease liabilities were $14,452 as of December 31, 2022. The weighted-
average discount rate used to calculate the present value of future minimum lease
payments was the risk-free interest rate of 6.25%. The weighted-average lease term
was 3.25 years at December 31, 2022.

Lease expense consists of the following for the year ended December 31, 2022:

Operating lease expenses $ 432
Short-term lease expense 56,861
Total lease expense $ 57,293

The total cash amount paid for operating leases was $418 for the fiscal year ended
December 31, 2022 with a non-cash component of $14.

Future minimum payments for the fiscal year ended December 31 is as follows:

Operating Short-term Total
Leases Leases Commitments
2023 $ 5,183 $ 21,450 $ 26,633
2024 5,183 - 5,183
2025 5,183 - 5,183
2026 864 - 864
Total minimum lease payments 16,413 21,450 37,863
Less: net present value (1,961) - (1,961)
Present value of minimum lease payments $ 14,452 $ 21,450 $ 35,902
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RISING SUN CENTER FOR OPPORTUNITY

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022

(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE K — CONTIGENCY

Grant awards require the fulfillment of certain conditions as set forth in the instrument of
grant. Failure to fulfill the conditions could result in the return of the funds to the grantors.
The Organization deems this contingency remote since by accepting the grants and their
terms, it has accommodated the objectives of the Organization to the provisions of the
grants. The Organization’s management believes the Organization has complied with the
terms of all grants.

NOTE L — BOARD DESIGNATED RESERVE

During the year ended December 31, 2017, the Board of Directors voted to approve a
reserve of $928,330 in net assets without donor restrictions. During the year ended
December 31, 2022, the Board approved an increase to the reserve by $171,670 to
$1,100,000. At December 31, 2022, the balance of net assets with board designations
for operations is $1,100,000.

NOTE M — NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions had the following activity during the year ended
December 31, 2022:

Nature of Restriction 12/31/2021 Income Releases 12/31/2022
Time restriction $ 635,000 $ 977,950 ($1,082,950) $ 530,000
Total $ 635,000 $ 977,950 ($1,082,950) $ 530,000

NOTE N — IN-KIND DONATIONS

During the year ended December 31, 2022, the Organization received the following in-kind
services:

Services Received and Allocation Basis for Valuation Total
Consulting services FMV stated by donor $ 60,850
Legal services FMV stated by donor 48,774

Total $ 109,624
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RISING SUN CENTER FOR OPPORTUNITY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2022
(WITH SUMMARIZED FINANCIAL INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2021)

NOTE O — PRIOR PERIOD ADJUSTMENT

During the year ended December 31, 2021, the Organization reflected the liability for
sabbatical benefits and adjusted the beginning net assets at January 1, 2021 for the
effect on the prior periods. The adjustment resulted in a reduction of beginning net
assets of $68,947 and an increase in the sabbatical benefit in the same amount.

NOTE P — SUBSEQUENT EVENTS

The Organization has evaluated subsequent events for recognition and disclosure through
June 14, 2023, the date the financial statements were available to be issued. Management
concluded that no material subsequent events have occurred since December 31, 2022,
that required recognition or disclosure in the financial statements.
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