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PATRICIA A. BECKWITH

CERTIFIED PUBLIC ACCOUNTANT

Y-

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
The Watsonville Law Center

I have audited the accompanying statement of financial position of The Watsonville Law
Center (a Nonprofit Public Benefits Corporation) as of June 30, 2009, and the related
statements of activities, functional expenses and cash flows for the year then ended.
These financial statements are the responsibility of the Organization’s management. My
responsibility is to express an opinion on these financial statements based on my audit.
The prior year summarized comparative information has been derived from the
Organization’s 2008 financial statements and, in my report dated November 25, 2008, I
expressed an unqualified opinion on those financial statements.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and the significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The Watsonville Law Center as of June 30, 2009, and
the changes in its net assets and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Aptos, CA
November 20, 2009
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THE WATSONVILLE LAW CENTER
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2009

With summarized comparative totals for the year ended June 30, 2008

ASSETS 2009 2008
Cash and cash equivalents $ 319,768 288,779
Accounts receivable 13,898 12,244
Grants receivable 160,500 256,500
Prepaid expenses 2,307 3,061
Deposits 2,100 -
Restricted cash 16,273 291,397
Property and equipment, net 11,974 1,167
TOTAL ASSETS $ 526,820 853,148
LIABILITIES
Accounts payable $ 44,934 5,885
Payroll liablilities 13,056 9,769
Accrued vacation 15,410 19,439
Unearned revenue - 20,712
Pass through third party funds 16,273 270,685
TOTAL LIABILITIES 89,673 326,490
NET ASSETS
Unrestricted 147,842 80,729
Temporarily restricted 289,305 445,929
TOTAL NET ASSETS 437 147 526,658
TOTAL LIABILITIES AND NET ASSETS _$ 526,820 853,148

The notes are an integral part of these financial statements.
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THE WATSONVILLE LAW CENTER
STATEMENT OF ACTIVITIES
Year Ended June 30, 2009

With summarized comparative totals for the year ended June 30, 2008

Temporarily
Unrestricted Restricted Total 2008
REVENUES AND OTHER SUPPORT
Support
Foundation grants & contributions $ 168,815 $ 160,000 $ 328,815 $ 838476
Government grants 45,486 - 45,486 47,724
Reimbursed program income 40,148 - 40,148 24,466
Fundraising events, net 6,425 - 6,425 5,651
Other 309 - 309 9,275
Investment income, net 1,775 - 1,775 949
Net assets released from restrictions:
Restrictions satisfied by payments 316,624 (316,624) - -
TOTAL REVENUES AND
OTHER SUPPORT 579,582 (156,624) 422,958 926,541
.Expenses
Program Services
Legal services 391,031 391,031 302,669
Supporting Services
Management and general 85,684 85,684 64,967
Fundraising 35,754 35,754 36,054
TOTAL EXPENSES 512,469 - 512,469 403,690
CHANGE IN NET ASSETS 67,113 (156,624) (89,511) 522,851
NET ASSETS, beginning of year 80,729 445,929 526,658 3,807
NET ASSETS, end of year $ 147,842 $ 289,305 $ 437,147 $ 526,658

The notes are an integral part of these financial statements.

-3-




et e
Pom =

I.V..

‘sjusLIee)s {EBloURUY ©SBY] Jo Yed [eifsiu ue sle sajou By

L69'E0¥ $ $50'9¢ $ 196'¥9 $ 699'20¢ $ 8002 '0€ sunp
pepue Jeak ‘sesuadxe [ejo)
69Y'C1LS $G1°Ge $ ¥89'G8 $ L€0'16¢ $ 6002 ‘0 sunp
- pepus Jeak ‘sesuadxa |ejol
008'Z 909'¢ - 0.9 9£6'2 spusdns J98}UN|OA
Gi5' lze's - ors'l 18L'9 [oAB) L
pLi'e £69'C - 005 €612 Buiuiedl
vS8'e Lev'y - £Z8 809'¢ suoydalal
S8l'y 128'S - 602'L 299’y sal|ddng
52.'eS Lzy'sl PARS) z6e'8 z6e'6 S99} |BUO|ISSS}0ld
08.'C ost'e - b ShL'C Bunuud g ebejsod
- LLS') GLE 0€Z 006 Jayio
L¥8'lL zse') ceL LG 696 sslliin
9/9'vL evi'gl 186°L 8GL'E €0V'ZL ey
Aouednoop
¥£5'9 62Z's ZLs 116 ovi'e seliddns 1 sesuadxa 20O
ISL'Y 189°L g9l AR A uoljesusdiod s JSXIOM
62L's Syi's - LLO'L vEY'y s10j0311p/Ayensed pue Auadoid
soueInsuj
£s/L'} Z69'C 269'C - - Buisielpun
905'6 gLe'e - 019 £0L'2 siiedal p souBUSjUlRW ‘Justudinbl
62 S¥6'8 - 199'L 4 TA uopeosided
Ges 289 - 789'C - sBuilesll pue 20UBIBJUD
08L‘9 16¥'S - 120'1 oLy'y 18Y}0 - S9IAISS JORIUOD
852'86 - - 852’86 $10J0BJUODGNS ~ SSDIAISS JOBIUCD
- SOOJAIBS JOBIUOD
066'L 096'6 - 058'L oLL's sdiysiequiswu g suondiosgns 'syoog
€9 862 - 8GC - safiieyo yued
yy0°C 1694 - 169} - Buiunoooy
2£6'0.2 5£6'862 092'62 v15'6S L91'%12
20981 16G'1C riL'e L0y ZLy'SL soxe) ||olhed
¥86°'LC 1€4'2C §22'C 122y G820l syyeusq sakojdwl
zZye'oec $ L09'¥52 LZ6'7C $ z8e'Ly $ yov'z8l $ uohesuadwo)d
sesuadxs paiejel pue uotiesuedwo)
8007 jejol Puisieipung jelauan) pue S90|AIOS
juawabeuey jeben
seg)Alag bujpoddng saolAles
weiboad

6002 ‘0¢ aunf papug Jesi
SISNIdXA TYNOILLONNL 40 LNINWILVYLS

8002 '0¢ auNnp pepus Jeaf ay) 10} 5|30} dAREIEdWOD PIZIBWIINS UL

YILNID MYTITHANOSLYM AHL



THE WATSONVILLE LAW CENTER
STATEMENT OF CASH FLOWS
Year Ended June 30, 2009

With summarized comparative totals for the year ended June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES 2009 2008
Increase in net assets $ (89,511) 522,851
Adjustments to reconcile increase (decrease) in net assets to
to net cash provided by (used in) operating activities:
Depreciation 2,682 292
(Increase) decrease in:
Accounts receivable (1,654) (12,244)
Grants receivable 96,000 (256,500)
Prepaid expenses 755 (3,061)
Deposits (2,100) -
Increase (decrease) in:
Accounts payable 39,049 5,885
Payroll liabilities 3,288 9,769
Accrued vacation (4,029) 19,439
Unearned revenue (20,712) 20,712
Pass though third party funds (254,412) 270,685
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES (230,644) 577.828
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment (13,490) (1,459)
NET CASH (USED) BY
INVESTING ACTIVITIES (13,490) (1,459)
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS (244,134) 576,369
CASH AND CASH EQUIVALENTS, beginning of year 580,176 3,807
CASH AND CASH EQUIVALENTS, end of year _$ 336,042 580,176
As presented on the statement of financial position:
Cash and Cash Equivalents $ 319,768 288,779
Restricted Cash 16,273 291,397
$ 336,042 580,176

The notes are an integral part of these financial statements.
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THE WATSONVILLE LAW CENTER
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Activities

The Watsonville Law Center (WLC) is a non-for-profit organization established in
2002. Formerly a segment of Community Bridges, WLC became a stand alone 501
(c)(3) in 2007. WLC provides free legal services to low-income individuals. Serving a
predominantly agricultural community, WLC focuses on addressing issues related to
worker rights, consumer protection and barriers to employment.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with generally accepted accounting principles.

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Statement of Financial Accounting Standards
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS
No. 117, the Organization is required to report 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.

Cash and Cash Equivalents

For the purpose of the Statzment of Cash Flows, the Organization considers all highly
liquid investments with an initial maturity of three months or less to be cash
equivalents.

Comparative Financial Information

The financial statements include certain prior-year sumumarized comparative
information in total by net class. Such information does not include sufficient detail to
constitute a presentation in conformity with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with the Organization’s
financial statements for the year ended June 30, 2008, from which the summarized
information was derived.




THE WATSONVILLE LAW CENTER
NOTES TO FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been
summarized on a functional basis in the statement of activities. Accordingly, certain
costs have been allocated among the program and supporting services benefited.

Income Tax Status

The Organization is exempt from federal income tax under Section 501 (c)(3) of the
Internal Revenue Code. However, income from certain activities not related directly
to the Organization’s tax-exempt status purpose is subject to taxation as unrelated
business income.

Property and Equipment

All acquisitions of property and equipment in excess of $500 are capitalized while
expenditures for repairs and maintenance that do not improve or extend the useful
lives of respective assets are expensed currently. Property and equipment are carried
at cost. Transferred property and equipment is carried at the approximate fair value at
the date of transfer. Depreciation is computed using primarily the straight-line
method.

Restricted and Unrestricted Revenue

Contributions received are recorded as increases in unrestricted and temporarily
restricted net assets, depending on the existence and/or nature of any donor
restrictions.

Contributions that are restricted by the donor are reported as increases in unrestricted
net assets if the restrictions expire (that is, when a stipulated time restriction ends or
purpose restriction is accomplished) in the reporting period in which the revenue 1s
recognized. All other donor-restricted contributions are reported as increases in
temporarily restricted net assets, depending on the nature of the restrictions. 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
restriction.




THE WATSONVILLE LAW CENTER
NOTES TO FINANCIAL STATEMENTS

NOTE 2. CONCENTRATION OF CREDIT RISK

The Organization maintains its cash balances in two financial institutions. While
accounts at most institution are insured by the Federal Deposit Insurance Corporation
up to $250,000; one of the banking institutions, Wells Fargo Bank, offers temporary
unlimited coverage on deposits in excess of standard FDIC coverage until December
31, 2009. Therefore, the Organization’s excess cash balance of $28,791 is not at risk.

NOTE 3. ACCOUNTS RECEIVABLE

Accounts receivable are deemed to be fully collectible by management and are
comprised of the following:

2009 2008
County of Santa Cruz $ 3,315 $ 12,244
City of Watsonville 1,308 -
State Bar of California 4,455 -
RHA 1,650 --
Client Trust Account 3,171 -

$ 13,898 § 12244

NOTE 4. GRANTS RECEIVABLE

Grants receivable are deemed to be fully collectible by management and are
comprised of the following:

009 008
S.H Cowell Foundation $ 113,000 $ 254,000
Rose Foundation 47,500 -
CA Consumer Protection Foundation - 2.500

$ 160,500 $ 256,500

NOTE 5. RESTRICTED CASH

WLC is required by the State Bar of California to establish and maintain a client trust
bank account. These funds are held on behalf of third parties and except for a small
percentage of unearned revenue to be recognized as program income in a future
period, the funds are categorized as a liability on the statement of financial position.




THE WATSONVILLE LAW CENTER
NOTES TO FINANCIAL STATEMENTS

NOTE 6. FIXED ASSETS

As of June 30, 2009, and for 2008, fixed assets consist of:

2009 2008
Donated/transferred assets $ 4,000 $ 4,000
Furnishings 2,374 --
Equipment 12,574 1.459
18,948 5,459
Less: accumulated depreciation (6,974) (4,292)

$11.974 $ 1,167

NOTE 7. DEBT
The Organization has a revolving line of credit with Santa Cruz Community Credit

Union at an interest rate of 8.00%. There was no outstanding balance at June 30,
2009, or during 2008.

NOTE 8. OPERATING LEASE COMMITMENTS

The Organization entered into a five year office lease during 2009. Rent expense for
the year was $17,159. The base rent is subject to 3% incremental annual increases
through the life of the lease. The following is a schedule of future minimum payments
under the lease at June 30, 2009:

June 30, 2010 $ 25,263
June 30, 2011 26,021
June 30, 2012 26,802
June 30, 2013 27,606
June 30, 2012 25,999
Total $ 131,691




THE WATSONVILLE LAW CENTER
NOTES TO FINANCIAL STATEMENTS

NOTE 9. TEMPORARILY RESTRICTED NET ASSETS

For the year ended June 30, 2009, activity in the temporarily restricted net assets was
as follows:
Balance Balance
6/30/08 Additions  Satisfied 6/30/09

CA Wellness Foundation $ 154,082 § - $ 70,082 $ 84,000
CA Consumer Protection 2,500 - 2,500 -
CA Bar Foundation - 65,000 23,195 41,805
Rose Foundation -- 95,000 44,500 50,500
S.H. Cowell Foundation 289.347 - 176,347 113.000

445,92 160.000 $316.624 $ 289,305
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