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Independent Auditor's Report 

To the Board of Directors 
Affordable Living for the Aging, Inc. and Subsidiaries  

We have audited the accompanying consolidated financial statements of Affordable Living for the 
Aging, Inc. and Subsidiaries, which comprise the consolidated statement of financial position as of 
December 31, 2019, and the related consolidated statements of activities, functional expenses and 
cash flows for the year then ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
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 consolidated financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control. 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 consolidated 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 consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Affordable Living for the Aging, Inc. and Subsidiaries as of December 
31, 2019, and the changes in their net assets and their cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
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Report on Summarized Comparative Information 

We have previously audited the Affordable Living for the Aging, Inc. and Subsidiaries' 2018 financial 
statements, and we expressed an unmodified audit opinion on those audited financial statements in our 
report dated October 8, 2020. In our opinion, the summarized comparative information presented 
herein as of and for the year ended December 31, 2018, is consistent, in all material respects, with the 
audited financial statements from which it has been derived.  

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole. The consolidating statements of financial position and activities are presented for purposes 
of additional analysis of the consolidated financial statements rather than to present the financial 
position and results of operations of the individual entities and are not a required part of the 
consolidated financial statements. Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the 
consolidated financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the consolidated financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records 
used to prepare the consolidated financial statements or to the consolidated financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the information is fairly stated in all material respects in 
relation to the consolidated financial statements as a whole. 

 
 
 
Los Angeles, California 
June 15, 2021
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Assets

2019 2018

Cash and cash equivalents 836,182$          159,548$          
Government contracts receivable 79,103 47,892              

Grants and contributions receivable 120,974 96,486              

Replacement reserves and tenant deposits 302,703 306,019            

Prepaid expenses and other assets 3,062 3,062                

Property and equipment, net 8,467,038 8,724,208         

Construction in progress 174,006 97,659              

Total 9,983,068$       9,434,874$       

Liabilities and Net Assets

Liabilities

Notes payable 8,421,759$       8,145,041$       

Accounts payable and accrued expenses 225,587            148,528            

Tenant deposits 58,056              57,347              

Total liabilities 8,705,402         8,350,916         

Commitments and contingencies

Net assets

Without donor restrictions (285,610)           111,108

With donor restrictions 1,563,276         972,850

Total net assets 1,277,666         1,083,958         

Total 9,983,068$       9,434,874$       
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2018

Without donor With donor 

restrictions restrictions Total Total

Revenues

Grants and contributions 272,547$           1,000,000$        1,272,547$        311,921$           

Government grants 461,202 -                    461,202             533,382             

Special events, net of costs 

of direct benefits -                    -                    -                    69,566               

Contributed rent 70,056 -                    70,056               99,007               

Interest and dividend income 562 -                    562                    222                    
Rental income, net of vacancies of 

$31,372 678,455 -                    678,455             641,598             

Program income -                    -                    -                    1,938                 

Management fees -                    -                    -                    155,687             
Net assets released from restrictions

   LAHC Gardner 250,000             (250,000)            -                    -                    

Building repairs and improvements 159,574             (159,574)            -                    -                    

Total revenues 1,892,396          590,426             2,482,822          1,813,321          

Functional expenses

Program services 1,887,313          -                    1,887,313          1,911,938          

General and administrative 258,067             -                    258,067             334,037             

Fundraising 143,734             -                    143,734             159,505             

Total expenses 2,289,114          -                    2,289,114          2,405,480          

Change in net assets (396,718)            590,426             193,708             (592,159)            

Net assets, beginning 111,108             972,850             1,083,958          1,676,117          

Net assets, end (285,610)$          1,563,276$        1,277,666$        1,083,958$        

2019
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2018

Program General and

services administrative Fundraising Total Total

Personnel expenses

Salaries and wages 713,820$           72,286$             117,464$           903,570$           925,512$           

Payroll taxes 47,223               4,843                 8,476                 60,542               89,693               

Employee benefits 40,170               16,188               3,597                 59,955               60,316               

801,213             93,317               129,537             1,024,067          1,075,521          

Other expenses

Bank charges 3,458                 11,173               1,661                 16,292               14,382               

Depreciation and amortization 358,540             3,622                 -                    362,162             386,212             

Insurance 75,505               8,832                 -                    84,337               109,199             

Interest 225,589             -                    -                    225,589             225,872             

Professional fees 104,622             -                    4,359                 108,981             106,769             

Office 22,716               59,538               7,450                 89,704               67,506               

Rent -                    70,056               -                    70,056               99,007               

Repairs and maintenance 147,409             -                    -                    147,409             145,612             

Supportive services 5,513                 -                    -                    5,513                 20,515               

Taxes and licenses 14,069               6,031                 -                    20,100               23,840               

Telephone 11,171               4,135                 639                    15,945               18,650               

Travel and conference 15                      1,363                 88                      1,466                 2,933                 

Utilities 117,493             -                    -                    117,493             109,462             

Total expenses 1,887,313$        258,067$           143,734$           2,289,114$        2,405,480$        

2019
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2019 2018

Cash flows from operating activities

Change in net assets 193,708$          (592,159)$         

Adjustments to reconcile change in net assets to 

net cash provided by operating activities 

Depreciation and amortization 362,162            386,212            

Amortization of debt issuance costs 1,415                1,415                

Accrued interest on long-term notes payable 206,436            198,188            

Loss on disposal of property and equipment -                    37,564              

Changes in operating assets and liabilities

Grants and contributions receivable (24,488)             22,030              

Government contracts receivable (31,211)             (13,945)             

Prepaid expenses and other assets -                    23,295              

Accounts payable and accrued expenses 77,059              35,339              

Tenant deposits 709                   (991)                  

Net cash provided by operating activities 785,790            96,948              

Cash flows from investing activities

Purchase of property and equipment (181,339)           -                    

Cash flows from financing activities

   Borrowings on notes payable and line of credit 190,000            -                    

Principal payments on notes payable (121,133)           (64,402)             

Net cash provided by (used in) financing activites 68,867              (64,402)             

Net change in cash and cash equivalents 673,318            32,546              

Cash and cash equivalents and restricted cash, beginning 465,567            433,021            

Cash and cash equivalents and restricted cash, end 1,138,885$       465,567$          

Supplemental disclosure of cash flow information

Interest paid on notes payable 33,924$            31,098$            

The following table provides a reconcilation of cash and restricted

cash reported within the statement of financial position:

Cash and cash equivalents 836,182$          159,548$          

Replacement reserves and tenant deposits 302,703 306,019            

1,138,885$       465,567$          
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Note 1 - Nature of operations 

Affordable Living for the Aging, Inc. ("ALA") was incorporated on September 12, 1978, as a 
California nonprofit public benefit corporation for the purpose of providing housing alternatives for 
senior citizens. 

In 1982, ALA started Co-op House I ("Co-op I"), a cooperative living house for senior citizens in Los 
Angeles, California. 

In 1985, ALA started Co-op House II ("Co-op II"), a cooperative living house for senior citizens in 
Los Angeles, California. 

In 1986, El Greco Properties, Ltd., a California limited partnership, was formed for the purpose of 
owning and operating the El Greco Apartments, a low-to-moderate income senior citizen housing 
project. The current ownership of El Greco Properties, Ltd. has ALA as a 1% general partner and a 
98% limited partner with El Greco Apartments, Inc. (a wholly-owned subsidiary of ALA) owning the 
remaining 1% as a limited partner. Collectively, these entities are referred to as "El Greco". 

In 1987, ALA started the Liffman House ("Liffman"), a cooperative living house for senior citizens in 
Santa Monica, California. 

In 1989, Gardner Apartments, L.P., a California limited partnership, was formed for the purpose of 
owning and operating the Gardner Apartments, a low-to-moderate income senior citizen housing 
project. The current ownership of Gardner Apartments, L.P. has ALA as a 1% general partner with 
ALA Gardner, Inc. (a wholly-owned subsidiary of ALA) owning the remaining 99% as a limited 
partner. Collectively, these entities are referred to as "Gardner". 

In 2008, Bonnie Brae Village Partners, L.P. ("BBVP"), a California limited partnership, was formed 
for the purpose of owning and operating the Bonnie Brae Village Apartments, a low-to-moderate 
income senior citizen housing project. ALA Bonnie Brae, LLC (a wholly-owned subsidiary of ALA) 
("ALABB") owns 0.002% of BBVP as a general partner. ALA's 0.002% ownership of BBVP via 
ALABB is accounted for under the equity method. 

In 2011, Janet L. Witkin Center, LLC ("Witkin Center"), a California limited liability company, was 
formed as a wholly-owned subsidiary of ALA to own and operate a low-to-moderate income senior 
citizen housing project.  

In 2014, MJM Pathways Shared Housing, LLC ("MJM Pathways"), a California limited liability 
company, was formed as a wholly-owned subsidiary of ALA to design, develop, and rehabilitate 
community housing for low-to-moderate income families. 

In 2015, ALA 252 Rampart LLC ("ALA 252 Rampart"), a California limited liability company, was 
formed as a wholly-owned subsidiary of ALA to obtain a 49.5% ownership interest in 252 Rampart 
Apartments LP. ALA will be the co-developer and property manager of the project. There was no 
activity for the year ended December 31, 2019.  

Note 2 - Summary of significant accounting policies 

Principles of consolidation 

The consolidated financial statements include the accounts of ALA, Co-op I, Co-op II, El Greco, 
Liffman, Gardner, ALABB, Witkin Center, MJM Pathways, and ALA 252 Rampart. All significant 
intercompany transactions and balances have been eliminated in consolidation. Affordable Living 
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for the Aging, Inc. and Subsidiaries are collectively referred to as the "Organization" in the 
accompanying consolidated financial statements. 

Basis of accounting 

The consolidated financial statements of the Organization have been prepared on the accrual basis 
of accounting in accordance with accounting principles generally accepted in the United States of 
America. 

Financial statement presentation 

The Organization reports information regarding its financial position and activities according to two 
classes of net assets: net assets without donor restrictions and net assets with donor restrictions. 
They are described as follows: 

Net assets without donor restrictions - Net assets for use in general operations and not subject 

to donor (or certain grantor) restrictions. The governing board may designate, from net assets 
without donor restrictions, net assets for specific purposes by action of the board. 

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, purpose 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 
resources was restricted has been fulfilled, or both. 

Cash and cash equivalents 

Cash and cash equivalents include demand deposits and all highly liquid investments with initial 
maturities at the date of acquisition of three months or less that are available for current use. 

Investment in limited partnership 

The Organization has a 49.5% ownership interest in 252 Rampart Apartments LP and there was no 
activity during the year ended December 31, 2019.  

Grants and contributions receivable 

Grants and contributions receivable and pledges receivable are stated at unpaid balances, less an 
allowance for doubtful accounts. The Organization provides for losses on receivables using the 
allowance method. The allowance is based on experience and other circumstances, which may 
affect the ability of the donors to meet their obligations. Management anticipates all grants and 
contributions receivable and pledges receivable will be collected; thus no allowance for potentially 
uncollectible grants and contributions receivable has been established. Receivables that are 
expected to be collected in future years are recorded at the present value of their estimated future 
cash flows. The discounts on those amounts are computed using risk adjusted interest rates 
applicable to the years in which the promises are received. Amortization of the discounts is included 
in grants and contributions. 

Government contracts receivable 
Contract revenue is earned and billed as services are performed. Management believes all 
receivable balances are collectible and, therefore, has provided no allowance for doubtful accounts. 

Property and equipment 
Property and equipment are stated at cost less accumulated depreciation and amortization. 
Depreciation and amortization are computed using the straight-line method and are provided over 
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the estimated useful lives of the assets, generally between three to forty years. Leasehold 
improvements are amortized using the straight-line method over the shorter of the estimated useful 
life of the asset or the remaining lease term. Expenditures for major renewals and improvements 
that extend the useful lives of property and equipment are capitalized. Depreciation commences on 
construction in progress when the asset is placed in service. Expenditures for repairs and 
maintenance are charged to expense as incurred.  

Long-lived assets 

Long-lived assets to be held and used are reviewed for events or changes in circumstances that 
indicate that their carrying value may not be recoverable. The Organization periodically reviews the 
carrying value of long-lived assets to determine whether or not an impairment to such value has 
occurred. No impairment loss was recorded during the year ended December 31, 2019. 

Grants and contributions 

Grants and contributions consist primarily of donations from foundations, businesses and the 
general public. Grants and contributions are recorded when committed to the Organization by the 
donor. 

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. Federal and state contracts and grants are conditioned upon certain performance 
requirements and the incurrence of allowable qualifying expenses. Consequently, at December 31, 
2019 conditional contributions of approximately $40,000 for which no amounts had been received in 
advance, have not been recognized in the accompanying financial statements. 

Contributed goods and services 

The Organization recognized contributed rent of $70,056 during the year ended December 31, 2019 
at the estimated fair value for its usage of its office headquarters during the year. No contributed 
revenue amount has been recognized for the use of the Co-op I land due to the inability to locate 
comparable lease values for the unique property. 

Rental income 

Rental income is recognized as rentals become due. Rental payments received in advance are 
deferred until earned. All leases between the Organization and the tenants of the property are 
operating leases. 

Functional allocation of expenses 

The costs of providing various programs and activities have been summarized on a functional basis 
in the consolidated statement of activities. Program activities include the direct cost associated with 
providing housing alternatives to senior citizens as well as an allocation of indirect costs. Indirect 
costs are allocated by program amount and supporting activities using a method that best 
measures the relative degree of benefit, which is typically based on usage of resources such as 
personnel time and space utilized for activities.  

Income taxes 

The Organization is tax exempt under Section 501(c)(3) of the Internal Revenue Code ("IRC") and 
Section 23701(d) of the Revenue and Taxation Code of California. While tax-exempt organizations 
pay tax on unrelated business income, the Organization has reported no such income. Accordingly, 
no provision for income taxes is included in the accompanying consolidated financial statements. 
The Organization has no unrecognized tax benefits at December 31, 2019. 
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The Organization's federal and state income tax returns prior to 2016 and 2015, respectively, are 
closed and management continually evaluates expiring statutes of limitations, audits, proposed 
settlements, changes in tax law and new authoritative rulings. 

If applicable, the Organization recognizes interest and penalties associated with tax matters as part 
of income tax expense and includes accrued interest and penalties with accrued expenses in the 
consolidated statement of financial position. 

Debt issuance costs 

Debt issuance costs, net of accumulated amortization, are reported as a direct deduction from the 
face amount of the note payable to which such costs relate. Amortization of debt issuance costs is 
reported as a component of interest expense and is computed using an imputed interest rate on the 
related loan. 

Concentrations 

Financial instruments that potentially subject the Organization to concentrations of credit risk 
consist primarily of cash and cash equivalents, contributions and other receivables. The 
Organization maintains its cash and cash equivalents with high-credit quality financial institutions. 
At times, such amounts may exceed federally insured limits. 

At December 31, 2019, approximately 94% of the Organization's grants and contributions 
receivable are from two donors. 

At December 31, 2019, approximately 78% of the Organization's government contracts receivable 
are from one grantor. 

For the year ended December 31, 2019, approximately 79% of the Organization's grants and 
contributions were gifted by one donor. 

For the year ended December 31, 2019, approximately 91% of the Organization's government 
grants were provided by one grantor. 

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 the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 

Comparative totals 
The financial statements include certain prior year summarized comparative information in total. 
Such information does not include sufficient detail to constitute a presentation in conformity with 
GAAP. Accordingly, such information should be read in conjunction with the Organization’s financial 
statements for the year ended December 31, 2018, from which the summarized information was 
derived.  

Adoption of new accounting pronouncement 
In November 2016, the Financial Accounting Standards Board (the "FASB") issued Accounting 
Standards Update ("ASU") 2016-18, Statement of Cash Flows (Topic 230) - Restricted Cash ("ASU 

2016-18"), to address diversity in practice with respect to the cash flows presentation of changes in 
amounts described as restricted cash and cash equivalents. ASU 2016-18 requires a reporting 
entity to include amounts described as either restricted cash or restricted cash and cash 
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equivalents (collectively referred to as "restricted cash" herein) when reconciling beginning and 
ending balances in its statement of cash flows. The update also amends Topic 230 to require 
disclosures about the nature of restricted cash and provide a reconciliation of cash, cash 
equivalents and restricted cash between the statement of financial position and the statement of 
cash flows. ASU 2016-18 was adopted retrospectively during the year ended December 31, 2019. 
Consequently, ending cash, cash equivalents, and restricted cash as of December 31, 2018 was 
increased from $159,548 to $465,567. 

In June 2018, the FASB issued ASU 2018-08, Clarifying the Scope and the Accounting Guidance 
for Contributions Received and Contributions Made. This standard assists entities in evaluating 

whether transactions should be accounted for as contributions or exchange transactions and 
determining whether a contribution is conditional. The Organization implemented the provisions of 
ASU 2018-08 applicable to both contributions received and to contributions made in the 
accompanying financial statements under a modified prospective basis. Accordingly, there is no 
effect on net assets in connection with the implementation of ASU 2018-08. 

The FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606) in May 2014, 

providing new revenue recognition guidance that superseded existing revenue recognition 
guidance. The update, as amended, requires the recognition of revenue related to the transfer of 
goods or services to customers to reflect the consideration to which the entity expects to be entitled 
in exchange for those goods or services, as well as additional qualitative and quantitative 
disclosures about revenues.  

In June 2020, the FASB issued ASU 2020-05 providing a one-year deferral of the effective date of 
Topic 606 for reporting entities that meet certain criteria. The Organization has elected to defer its 
implementation of Topic 606 which will now be effective for the annual reporting period beginning 
after December 15, 2019 

Subsequent events 

The Organization has evaluated the impact of subsequent events through June 15, 2021, which is 
the date the consolidated financial statements were available to be issued. 

Note 3 - Liquidity and availability 

Financial assets available for general expenditures, that is, without donor or other restrictions 
limiting their use, within one year of the statement of financial position date, comprise the following: 

Cash and cash equivalents 836,182$          

Government contracts receivable 79,103

Grants and contributions receivable 120,974

1,036,259$       

 

Financial assets of the Organization are intended to be sufficient to meet its general expenditures, 
liabilities and other obligations as they become due. 

Note 4 - Grants and contributions receivable 

All grants and contributions receivable are due in less than one year. Net grants and contributions 
receivable at December 31, 2019 was $200,077. 



Affordable Living for the Aging, Inc. and Subsidiaries 
 

Notes to Consolidated Financial Statements 
December 31, 2019 

 
 

13 

Note 5 - Property and equipment 

At December 31, 2019, property and equipment consist of the following:  

Land 1,834,840$       
Buildings 11,316,311

Leasehold improvements 197,228

Furniture and equipment 373,338
Automobiles 16,402

13,738,119       

Less accumulated depreciation and amortization (5,271,081)        

8,467,038         

Construction in progress 174,006

8,641,044$       

 
Depreciation and amortization expense for the year ended December 31, 2019 was $362,162. 
Depreciation of construction in progress will commence when finished projects are placed in 
service.  
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Note 6 - Notes payable 

At December 31, 2019, notes payable are detailed as follows: 

Note payable by Gardner to Citibank, secured by a first deed of trust on

the real estate of Gardner, payable in monthly installments of $2,161,

including interest at 2.125%, through August 2022; there was no

accrued interest as of December 31, 2019. 64,106$            

Note payable by Gardner to the City of West Hollywood ("WEHO"),

secured by a second deed of trust on the real estate of Gardner through

June 2029, at which time all outstanding principal and interest at 1% per

annum are due to the extent the fair value of the property at that time

exceeds the total outstanding principal and interest of notes payable

secured by Gardner that are superior to the second deed of trust; there

was accrued interest totaling $89,624 as of December 31, 2019. 310,000            

Note payable by Witkin Center to WEHO, secured by a first deed of trust

on the real estate of Witkin Center, payable in annual installments to the

extent of 50% of Net Available Cash Flow (as defined in the WEHO

Commission Note), applied first to interest at 3%, then to principal

through April 2066, at which time all outstanding principal and interest

are due. WEHO has committed to loan up to $2,482,025 on this note;

there was accrued interest totaling $464,553 as of December 31, 2019. 2,482,025         

Note payable by Witkin Center to the Community Development

Commission of the County of Los Angeles ("LA CDC"), secured by a

second deed of trust on the real estate of Witkin Center, payable in

annual installments to the extent of 22.56% of Residual Receipts (as

defined in the LA CDC HOME Promissory Note), applied first to interest

at 3%, then to principal through June 2068, at which time all outstanding

principal and interest are due. LA CDC has committed to loan up to

$2,055,565 on this note; there was accrued interest totaling $393,769 as

of December 31, 2019. 2,055,565         

Note payable by Witkin Center to California Bank & Trust ("CB&T"),

secured by a third deed of trust on the real estate of Witkin Center,

which required monthly payments of interest at 5.25% until construction

was complete. Upon completion of construction, the loan converted to a

term loan on January 19, 2016, in the amount of $575,408. The

mortgage requires monthly combined payments of principal and interest

equal to $4,711 on the first day of each calendar month through January

19, 2031; there was accrued interest totaling $2,108 as of December 31,

2019. 465,905            
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Note payable by Witkin Center to the State of California Department of

Housing and Community Development ("HCD"), obtained in January

2016 and bearing simple interest of 3% per annum. Commencing in the

initial operating year, as defined, and continuing through January 2045,

the Witkin Center is required to pay a minimum interest of 0.42% per

annum on the unpaid principal amount. Commencing in January 2046,

payments are due annually in an amount equal to the lesser of the

interest accrued for the preceding 12-month period or the amount

required to continue monitoring for compliance. The mortgage will

mature on January 19, 2071. There was accrued interest totaling

$85,177 as of December 31, 2019. 827,410            

Note payable by MJM Pathways to California Financing Housing Agency, 

secured by a deed of trust on the real estate of MJM Pathways, with an

interest rate at 3.00% per annum. The loan is used for acquisition and

rehabilitation of MJM Pathways’ single family homes. The loan amount is

$943,371. The outstanding principal amount of the loan and all accrued

interest are due on October 1, 2035; there was accrued interest totaling

$110,552 as of December 31, 2019. 943,371            

On August 28, 2019, the Organization entered into a line of credit for

$150,000, with an interest rate of 6% and expiration in one year. The

due date was extended to February 2021. The line of credit was

provided to ALA and EL Greco for working capital. 143,270            

7,291,652$       

 

The Organization obtained a loan for $40,000 on May 30, 2019. The loan had an interest rate of 6% 
and was paid in full on September 15, 2019. 
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Estimated future maturities of notes payable for each of the years subsequent to December 31, 
2019 and thereafter are as follows: 

2020 201,229$          

2021 60,257              

2022 48,778              
2023 38,559              

2024 40,633              
Thereafter 6,902,196         

Principal payments 7,291,652         
Accrued interest 1,145,783         

Total balance due 8,437,435         

Less unamortized debt issuance costs (15,676)             

8,421,759$       

 
Debt issuance costs, net of accumulated amortization, totaled $15,676 as of December 31, 2019, 
and are primarily related to the Witkin Center's third note payable held with CB&T. Amortization of 
debt issuance costs on the note is being amortized using an imputed interest rate of 5.83%. 

Note 7 - Contingencies 

The Organization is conditionally liable under several contingent promissory notes. These 
contingent promissory notes have not been recorded as liabilities on the consolidated statement of 
financial position as repayment is not required as long as the Organization continues to own the 
properties securing the notes and complies with the provisions of the respective notes and 
regulatory agreements, which it fully intends to do. Accordingly, the related accrued interest has not 
been recorded. The contingent promissory notes have been reflected as net assets with donor 
restrictions (see Note 8). 

Terms and descriptions of the contingent promissory notes are as follows: 

Conditional promissory note payable by ALA to the Community Redevelopment Agency of the 
City of Los Angeles ("LA CRA"), secured by a deed of trust on the real estate of Co-op II. The 
regulatory agreement between ALA and LA CRA requires ALA to operate the property 
exclusively for rental to low- and moderate-income elderly persons. For as long as ALA 
complies with the provisions of its regulatory agreement with LA CRA, the principal and interest 
payments on the balance of this loan and any corresponding interest will be deferred entirely 
until such time as the property is sold, conveyed, transferred, or refinanced, except as follows: 
to the extent the property has Net Income (as defined in the LA CRA Residential Loan 
Agreement), 75% of the Net Income, if any, must be paid as a contingent liability, applied first to 
interest at 6%, then to principal. The conditional promissory note had outstanding principal 
totaling $407,850 and accrued interest totaling $877,019 as of December 31, 2019.  

Conditional promissory note payable by ALA to the Redevelopment Agency of the City of Santa 
Monica ("SM RA"), secured by a second deed of trust on the real estate of Liffman. The 
regulatory agreement between ALA and SM RA requires ALA to operate the property to provide 
shared housing and supportive services to low-income seniors. For as long as ALA complies 
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with the provisions of its regulatory agreement with SM RA, the principal and interest payments 
on the balance of this loan and any corresponding interest will be deferred until March 2042, 
except as follows: to the extent the property has Residual Receipts (as defined in the SM RA 
regulatory agreement), the Residual Receipts, if any, must be paid as a contingent liability, 
applied first to 10% interest on $165,000 (the Residual Receipts portion of the conditional 
promissory note) of the principal balance, then to the $165,000 Residual Receipts principal 
through March 2042. In March 2042, all principal ($315,000 as of December 31, 2019) and any 
unpaid interest, calculated at 10% per annum ($1,002,434 as of December 31, 2019), will be 
forgiven. 

Conditional promissory note payable by Gardner to the County of Los Angeles Housing 
Commission ("LAHC") secured by a third deed of trust on the real estate of Gardner. The 
regulatory agreement between Gardner and LAHC requires the property to be held for 
occupancy by lower-income and very-low-income households. For as long as Gardner 
Apartments complies with the provisions of its regulatory agreement with LAHC, the principal 
and interest payments will be deferred until June 2019, at which time the principal and any 
unpaid interest, calculated at 3%, compounded annually will be forgiven. In June 2019, the note 
payable of $250,000 and accrued interest of $346,297 to LAHC was forgiven. 

Litigation, claims, and contingencies 
The Organization may become party to various legal actions that arise in the ordinary course of its 
business. It is impossible at this time to determine the ultimate liabilities that the Organization may 
incur resulting from any lawsuits, claims and proceedings, audits, commitments, contingencies, and 
related matters or the timing of these liabilities, if any. If these matters were to be ultimately 
resolved unfavorably, an outcome not currently anticipated, it is possible that such outcome could 
have a material adverse effect upon the Company's financial position or results of operations. 
However, the Organization believes that the ultimate resolution of such actions will not have a 
material adverse effect on the Organization's financial position, statement of activities, or liquidity. 

Note 8 - Net assets with donor restrictions 

At December 31, 2019, net assets with donor restrictions consist of the following: 

Conditional promissory note payable to the

LA CRA - Co-op II 407,850$          

Conditional promissory note payable to the

SM RA - Liffman 315,000            

Grant for building repairs and improvements 840,426            

1,563,276$       

 
During the year ended December 31, 2019, the conditional promissory note payable of $250,000 
and accrued interest to LAHC was forgiven and was released from restriction. Additionally, during 
the year ended December 31, 2019, $159,574 was released from restriction for building repairs and 
improvements.  
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Note 9 - Subsequent events 

In March 2020, the coronavirus that causes COVID-19 was declared a global pandemic by the 
World Health Organization, which has caused business disruption domestically in the United States, 
the area in which the Organization primarily operates. While the disruption is currently expected to 
be temporary, there is considerable uncertainty around the duration of this uncertainty. Therefore, 
while this matter may negatively impact the Organization's financial condition, statement of 
activities, or cash flows, the extent of the financial impact and duration cannot be reasonably 
estimated at this time. 

On May 7, 2020, the Organization obtained a loan under the Small Business Administration's 
Paycheck Protection Program for a total of $121,600. The note has an interest rate of 1.00% per 
annum and is due on June 1, 2022. Per the terms of the Paycheck Protection Program a portion of 
the loan's principal may be forgiven if certain conditions are met by the Organization. On December 
8, 2020 the entire loan was forgiven. 

On February 7, 2021, the Organization obtained a second draw under the Small Business 
Administration's Paycheck Protection Program for a total of $121,600. The note has an interest rate 
of 1.00% per annum and has a term of 60 months. Per the terms of the Paycheck Protection 
Program a portion of the loan's principal may be forgiven if certain conditions are met by the 
Organization. 
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El Greco El Greco Gardner ALA Bonnie Janet L. Witkin

ALA Co-op House I Co-op House II Properties, Ltd. Apartments, Inc. Liffman House Apartments, L.P. ALA Gardner, Inc. Brae, LLC Center, LLC MJM Pathways Total

Assets

Cash and cash equivalents 753,678$        (57)$                2,957$            12,428$          73$                 18,290$          23,322$          2,309$            -$                21,925$          1,257$            836,182$        

Intercompany receivable (payable) 1,284,536 (12,792) 12,514 (350,445)         (158)                (6,988)             (420,033)         (2,309)             (77)                  (476,961)         (27,287)           -                  

Government contracts receivable 79,103            -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  79,103            

Grants and contributions receivable 76,685 8,270 8,950 3,858 -                  12,430            3,895              -                  -                  6,107              779                 120,974          

Replacement reserves and tenant deposits -                  3,463 7,251 7,265 -                  6,478 9,384 -                  -                  238,484          30,378            302,703          

Prepaid expenses and other assets 3,062 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  3,062              

Property and equipment, net 680,120 -                  312,600 120,475 -                  174,200 602,218 -                  -                  5,789,656 787,769 8,467,038       

Construction in progress 141,473 2,500 8,500 11,624            -                  5,000              4,000              -                  -                  800                 109                 174,006          

Total 3,018,657$     1,384$            352,772$        (194,795)$       (85)$                209,410$        222,786$        -$                (77)$                5,580,011$     793,005$        9,983,068$     

Liabilities and Net Assets

Liabilities

Notes payable 143,270$        -$                -$                -$                -$                -$                460,630$        -$                -$                6,758,729$     1,059,130$     8,421,759$     

Accounts payable and accrued expenses 114,392          3,248              6,650              17,065            -                  4,814              6,635              -                  -                  66,676            6,107              225,587          

Tenant deposits -                  4,230 6,237              6,020              -                  6,450              9,389              -                  -                  19,222            6,508              58,056            

Total liabilities 257,662 7,478 12,887 23,085 -                  11,264 476,654 -                  -                  6,844,627 1,071,745 8,705,402

Commitments and contingencies

Net assets

Without donor restrictions 1,197,719 (6,094) 339,885 (217,880) (85) 198,146 (253,868) -                  (77)                  (1,264,616) (278,740) (285,610)         

With donor restrictions 1,563,276       -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  1,563,276       

Total net assets 2,760,995 (6,094) 339,885 (217,880) (85) 198,146 (253,868) -                  (77) (1,264,616) (278,740)         1,277,666

Total 3,018,657$     1,384$            352,772$        (194,795)$       (85)$                209,410$        222,786$        -$                (77)$                5,580,011$     793,005$        9,983,068$     
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El Greco El Greco Gardner ALA Bonnie Janet L. Witkin

ALA Co-op House I Co-op House II Properties, Ltd. Apartments, Inc. Liffman House Apartments, L.P. ALA Gardner, Inc. Brae, LLC Center, LLC MJM Pathways Eliminating Total

Revenues

Grants and contributions 1,272,547$     -$                -$                -$                -$                -$                -$                -$                -$                -$                -$                -$                1,272,547$     

Government grants 461,202 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  461,202          

Contributed rent 70,056 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  70,056            

Interest and dividend income 371 3 6 12                   -                  7                     17                   -                  -                  146                 -                  -                  562                 
Rental income, net of vacancies 1,612 57,830 80,619 92,874            -                  92,886            114,909          -                  -                  217,982          19,743            -                  678,455          

Intercompany management income 107,203 -                  -                  -                  -                  -                  -                  -                  -                  -                  (107,203)         -                  

Partnership fees 6,720 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  (6,720)             -                  

Ground lease 19,200 -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  (19,200)           -                  

Total revenues 1,938,911       57,833            80,625            92,886            -                  92,893            114,926          -                  -                  218,128          19,743            (133,123)         2,482,822       

Functional expenses

Program services 1,065,916       42,431            63,646            58,203            -                  30,088            73,117            -                  -                  478,221          75,691            -                  1,887,313       

General and administrative 145,782          5,819              8,728              7,982              -                  4,126              10,027            -                  -                  65,387            10,216            -                  258,067          

Fundraising 81,133            3,244              4,866              4,450              -                  2,300              5,590              -                  -                  36,455            5,696              -                  143,734          

Intercompany fees 13,885            10,757            41,210            -                  14,640            14,719            -                  -                  37,912            -                  (133,123)         -                  

Total expenses 1,292,831       65,379            87,997            111,845          -                  51,154            103,453          -                  -                  617,975          91,603            (133,123)         2,289,114       

Change in net assets 646,080 (7,546) (7,372) (18,959) -                  41,739 11,473 -                  -                      (399,847) (71,860) -                  193,708

Net assets, beginning 2,114,915 1,452              347,257 (198,921)         (85)                  156,407 (265,341)         -                  (77)                  (864,769)         (206,880)         -                  1,083,958       

Net assets, end 2,760,995$     (6,094)$           339,885$        (217,880)$       (85)$                198,146$        (253,868)$       -$                (77)$                (1,264,616)$    (278,740)$       -$                1,277,666$     

 




