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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Hospice of the Foothills 
Grass Valley, California  

Opinion 

We have audited the accompanying financial statements of Hospice of the 
Foothills (the "Organization"), a nonprofit organization, which comprise the 
statements of financial position as of June 30, 2023 and 2022, and the related 
statements of activities, functional expenses and cash flows for the years then 
ended, and the related notes to the financial statements. 

In our opinion, the financial statements referred to above present fairly, in all 
material respects, the financial position of Hospice of the Foothills as of June 30, 
2023 and 2022, and the changes in its net assets and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the 
United States of America.   

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally 
accepted in the United States of America.  Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of 
the Financial Statements section of our report.  We are required to be 
independent of Hospice of the Foothills and to meet our other ethical 
responsibilities in accordance with the relevant ethical requirements relating to 
our audits.  We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our 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 Hospice of the Foothills' 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 

Our 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 our 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 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.  
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Misstatements 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, we: 
 

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

 Identify 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. 
 

 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 Hospice of the Foothills' internal control.  Accordingly, no such 
opinion is expressed. 
 

 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. 
 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about Hospice of the Foothills' ability to continue as a going concern 
for a reasonable period of time. 

 
We are 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 we identified during the audit. 
 
 
 
  
 
 
 
October 31, 2023 
Roseville, California 
 



2023 2022
Current assets:

Cash and cash equivalents 2,826,236$    3,465,544$    
Certificate of deposits -                 2,013,984      
Investments 3,528,851 687,298
Accounts receivable, net 732,648         669,090         
Prepaid expenses 154,013 144,398

Total current assets 7,241,748      6,980,314      

Property and equipment, net 3,946,988      4,293,547      
Operating lease right-of-use asset 219,019         329,613         

Endowment assets:
Cash and cash equivalents 25,891           29,048           
Investments 1,300,391 1,229,651

Total endowment assets 1,326,282 1,258,699

Operating deposits 12,568 12,568

Total assets 12,746,605$  12,874,741$  

Current liabilities:
Accounts payable 192,559$       142,386$       
Accrued payroll and related expenses 175,536 162,291
Accrued paid time-off benefits 287,611 289,255
Deferred revenue 41,400 195,812
Other current liabilities 603 5,241
Notes payable, current portion 341,167         329,901         
Operating lease liability, current portion 136,749         140,300         

 
Total current liabilities 1,175,625      1,265,186      

Long-term liabilities:
Notes payable, less current portion 2,893,271      3,234,186      
Operating lease liability, less current portion 130,810         257,930         

Total long-term liabilities 3,024,081      3,492,116      

Total liabilities 4,199,706      4,757,302      

Net assets:
Without donor restrictions:

Undesignated 7,220,617      6,858,740      
Board designated endowment 510,340         442,757

With donor restrictions 815,942         815,942         

Total net assets 8,546,899      8,117,439      

Total liabilities and net assets 12,746,605$  12,874,741$  

LIABILITIES AND NET ASSETS

ASSETS

HOSPICE OF THE FOOTHILLS

STATEMENTS OF FINANCIAL POSITION
June 30, 2023 and 2022

The accompanying notes are an integral part
of these financial statements.
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Without Donor With Donor 2023
Restrictions Restrictions Total

Revenues, gains and other support:
Contributions 513,609$       47,387$         560,996$       
Grants 1,500             -                 1,500             
Medicare/Medi-Cal reimbursements 6,299,337 -                 6,299,337      
Private insurance reimbursements 90,738 -                 90,738           
Rental income 102,995 -                 102,995         
Thrift stores 1,366,973 -                 1,366,973      
In-kind fundraising revenue 31,421 -                 31,421           
Net return on investments 112,770 67,583           180,353         
Other income 25,544 -                 25,544           
COVID relief funds 177,812 -                 177,812         
Events 133,682 -                 133,682         
Gain on disposal of property and equipment 375 -                 375                
Net assets released from restrictions 114,970         (114,970)        -                 

Total revenue, gains and other support 8,971,726      -                 8,971,726      

Expenses:
Program services 5,647,031      -                 5,647,031      
Supporting services:

Management and general 1,486,390      -                 1,486,390      
Fundraising:

Thrift stores 978,509 -                 978,509         
Other fundraising and marketing 430,336         -                 430,336         

Total fundraising 1,408,845      -                 1,408,845      

Total expenses 8,542,266      -                 8,542,266      

Change in net assets 429,460         -                 429,460         

Net assets, beginning of year 7,301,497      815,942         8,117,439      

Net assets, end of year 7,730,957$    815,942$       8,546,899$    

HOSPICE OF THE FOOTHILLS

STATEMENTS OF ACTIVITIES
For the Years Ended June 30, 2023 and 2022

The accompanying notes are an integral part
of these financial statements.
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Without Donor With Donor 2022
Restrictions Restrictions Total

Revenues, gains and other support:
Contributions 1,283,080$    120,713$       1,403,793$    
Grants 2,000             -                 2,000             
Medicare/Medi-Cal reimbursements 6,273,869 -                 6,273,869      
Private insurance reimbursements 155,096 -                 155,096         
Rental income 93,634 -                 93,634           
Thrift stores 1,219,132 -                 1,219,132      
In-kind fundraising revenue 42,743 -                 42,743           
Net return (loss) on investments (254,664)        26,304           (228,360)        
Other income 16,051 -                 16,051           
COVID relief funds 176,084 -                 176,084         
Events 60,339           -                 60,339           
Gain on disposal of property and equipment 1,244             -                 1,244             
Net assets released from restrictions 147,017         (147,017)        -                 

Total revenue, gains and other support 9,215,625      -                 9,215,625      

Expenses:
Program services 5,351,691   -                 5,351,691      
Supporting services:

Management and general 1,459,896   -                 1,459,896      
Fundraising:

Thrift stores 1,066,969   -                 1,066,969      
Other fundraising and marketing 399,293      -                 399,293         

Total fundraising 1,466,262   -              1,466,262   

Total expenses 8,277,849      -                 8,277,849      

Change in net assets 937,776         -                 937,776         

Net assets, beginning of year 6,363,721      815,942         7,179,663      

Net assets, end of year 7,301,497$    815,942$       8,117,439$    

HOSPICE OF THE FOOTHILLS

STATEMENTS OF ACTIVITIES (CONTINUED)
For the Years Ended June 30, 2023 and 2022

The accompanying notes are an integral part
of these financial statements.
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Program Management 2023
Services and General Fundraising Total

Administration -$              3,323$          -$              3,323$          
Advertising 223               85                 31,638          31,946          
Auto and truck costs -                -                8,464            8,464            
Bad debt 31                 -                -                31                 
Community education 123               117               -                240               
Computer costs 88,610          38,244          10,380          137,234        
Credit card fees -                -                26,908          26,908          
Direct patient expenses 991,629        -                -                991,629        
Dues, subscriptions and library 15,453          30,854          1,672            47,979          
Employee benefits 634,987        207,444        181,349        1,023,780     
Equipment rental 5,642            3,229            795               9,666            
Events -                -                28,747 28,747          
In-kind -                -                31,421 31,421          
Insurance 32,499          15,097          16,282          63,878          
Interest and finance charges 92,358          19,507          5,845            117,710        
Janitorial -                5,055            -                5,055            
Medical director 61,311          -                -                61,311          
Miscellaneous 58,084          5,566            45,860          109,510        
Occupancy -                -                161,223        161,223        
Office expenses 8,107            4,424            7,774            20,305          
Payroll taxes 239,927        69,608          55,219          364,754        
Postage -                6,754            3,655            10,409          
Printing 2,624            -                12,614          15,238          
Professional fees 18,977          87,430          9,586            115,993        
Repairs and maintenance -                48,132          26,281          74,413          
Salaries 2,794,753     775,661        592,748        4,163,162     
Staff development 7,858            72,194          4,608            84,660          
Supplies -                2,543            7,424            9,967            
Telephone 47,487          8,206            6,002            61,695          
Trash removal -                4,949            25,270          30,219          
Travel 62,347          1,009            733               64,089          
Utilities 20,906          6,039            46,599          73,544          
Workers compensation 112,002        8,619            26,409          147,030        

Total expenses before depreciation 5,295,938     1,424,089     1,375,506     8,095,533     
Depreciation 351,093        62,301 33,339 446,733        

Total expenses 5,647,031$   1,486,390$   1,408,845$   8,542,266$   

For the Years Ended June 30, 2023 and 2022

HOSPICE OF THE FOOTHILLS

STATEMENTS OF FUNCTIONAL EXPENSES

Supporting Services

The accompanying notes are an integral part 
of these financial statements.
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Program Management 2022
Services and General Fundraising Total

Administration -$              4,703$          -$              4,703$          
Advertising 1,353            1,390            11,662          14,405          
Auto and truck costs -                -                7,641            7,641            
Bad debt 478               -                -                478               
Community education 762               1,844            -                2,606            
Computer costs 84,664          27,751          8,210            120,625        
Credit card fees -                -                23,652          23,652          
Direct patient expenses 718,339        -                -                718,339        
Dues, subscriptions and library 5,847            22,572          1,292            29,711          
Employee benefits 654,712        182,698        172,433        1,009,843     
Equipment rental 6,197            3,021            851               10,069          
Events -                -                2,432 2,432            
In-kind -                -                42,743 42,743          
Insurance 30,095          12,338          15,844          58,277          
Interest and finance charges 98,463          13,958          24,131          136,552        
Janitorial -                4,296            -                4,296            
Medical director 32,000          -                -                32,000          
Miscellaneous 35,821          1,936            34,490          72,247          
Occupancy -                -                204,098        204,098        
Office expenses 10,885          4,549            5,423            20,857          
Payroll taxes 247,311        60,475          55,126          362,912        
Postage -                5,516            6,013            11,529          
Printing 2,137            737               10,296          13,170          
Professional fees 13,374          161,465        6,288            181,127        
Repairs and maintenance 126               106,602        27,652          134,380        
Salaries 2,831,893     693,797        619,397        4,145,087     
Staff development 10,036          82,769          608               93,413          
Supplies -                882               5,146            6,028            
Telephone 42,656          9,010            8,981            60,647          
Trash removal -                4,904            31,543          36,447          
Travel 59,823          931               1,059            61,813          
Utilities 18,645          4,608            37,273          60,526          
Workers compensation 120,827        7,766            29,192          157,785        

Total expenses before depreciation 5,026,444     1,420,518     1,393,476     7,840,438     
Depreciation 325,247        39,378          72,786          437,411        

Total expenses 5,351,691$   1,459,896$   1,466,262$   8,277,849$   

HOSPICE OF THE FOOTHILLS

STATEMENTS OF FUNCTIONAL EXPENSES (CONTINUED)
For the Years Ended June 30, 2023 and 2022

Supporting Services

The accompanying notes are an integral part 
of these financial statements.
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2023 2022
Cash flows from operating activities:

Change in net assets 429,460$       937,776$       
Adjustments to reconcile change in net assets to

net cash provided by operating activities:
Depreciation 446,733         437,411         
Net realized and unrealized (gains) losses (78,659)          268,593         
Gain on disposal of property and equipment (375)               (1,244)            
Provision for bad debts 31                  478                
Amortization - operating lease right-of-use asset 110,594         72,081           
Changes in operating assets and liabilities:

Accounts receivable (63,589)          (198,670)        
Prepaid expenses (9,615)            (78,691)          
Operating deposits -                 (4,681)            
Accounts payable 50,173           (33,064)          
Accrued payroll and related expenses 13,245           7,253             
Accrued paid time-off benefits (1,644)            1,414             
Deferred revenue (154,412)        194,612         
Other current liabilities (4,638)            (19,063)          
Operating lease liability (130,671)        (3,464)            

Net cash provided by operating activities 606,633         1,580,741      

Cash flows from investing activities:
Purchases of investments (2,952,819)     (169,788)        
Purchases of certificates of deposit -                 (2,019,000)     
Proceeds from certificates of deposit 2,019,000      -                 
Proceeds from sale of investments 114,169         106,480         
Purchases of property and equipment (99,799)          (125,847)        

Net cash used in investing activities (919,449)        (2,208,155)     

Cash flows from financing activities:
Principal payments on notes payable (329,649)        (273,431)        

Net change in cash and cash equivalents (642,465)        (900,845)        

Cash and cash equivalents, beginning of year 3,494,592      4,395,437      

Cash and cash equivalents, end of year 2,852,127$    3,494,592$    

Ending cash and cash equivalents includes the following accounts:
Cash and cash equivalents - operating 2,826,236$    3,465,544$    
Cash and cash equivalents - endowment 25,891           29,048           

2,852,127$    3,494,592$    

Supplementary disclosure of cash flow information:
Interest paid 117,710$       136,552$       

Supplementary schedule of non-cash operating activities:
Operating lease right-of-use asset and liability -$               401,694$       

For the Years Ended June 30, 2023 and 2022

HOSPICE OF THE FOOTHILLS

STATEMENTS OF CASH FLOWS

The accompanying notes are an integral part
of these financial statements.
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HOSPICE OF THE FOOTHILLS 
 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2023 and 2022 
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NOTE 1: NATURE OF ACTIVITIES 
 

Hospice of the Foothills (the "Organization") is a community-based, non-profit organization 
incorporated in 1979 under the laws of the State of California.  It is staffed with volunteer and 
paid professionals serving terminally ill patients and their families in Western Nevada County 
and surrounding communities.  A combination of volunteer time and services, private 
donations from the community, memorial donations, bequests, private foundations, Friends of 
Hospice, Medicare, Medi-Cal, and private insurance allows the care to be offered at no cost 
to the patient. 
 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
The financial statements of the Organization have been prepared on the accrual basis of 
accounting and, accordingly, reflect all significant receivables, payables, and other liabilities. 
 
Basis of Presentation 
The Organization presents its financial statements in accordance with Financial Accounting 
Standards Board ("FASB") Accounting Standards Codification ("ASC") Topic 958, Subtopic 
210 (FASB ASC 958-210), Presentation of Financial Statements of Not-for-Profit Entities. 
Under FASB ASC 958-210, the Organization is required to report information regarding its 
financial position and activities according to the following two classes of net assets: 
 

Net assets without donor restrictions - Net assets that are not subject to stipulations. 
 
Net assets with donor restrictions - Net assets that are subject to stipulations that will be 
met by actions or the passage of time. 

 
Revenues and gains and losses on investments are reported as changes in net assets 
without donor restrictions unless use of the related assets is limited by donor-imposed 
restrictions.  Expenses are reported as changes in net assets without donor restrictions.  
Expirations of donor restrictions on net assets are reported as reclassifications between the 
applicable classes of net assets. 
 
Contributions without donor restrictions are reported as revenues which increase net assets 
without donor restrictions.  Expirations of donor restrictions on contributions whose 
restrictions are met in the same reporting period have been reported as reclassifications 
between the applicable classes of net assets.   
 
The Organization implements the guidance provided by ASU 2018-08, Clarifying the Scope 
of the Accounting Guidance for Contributions Received and Contributions Made, to provide a 
decision-making model to assist entities in evaluating whether transactions should be 
accounted for as contributions within the scope of Topic 958, Not-for-Profit Entities, or as 
exchange (reciprocal) transactions subject to other guidance and determining whether a 
contribution is conditional.   
 
In accordance with the provisions of FASB ASC 606, the Organization's other income 
received, and exchange transactions are not recognized as revenues until the revenue is 
earned, which is at the time when the services are provided. 
 
Cash and Cash Equivalents 
For purposes of the statement of cash flows, the Organization considers all short-term 
investment securities with a maturity of three months or less, and convertible to a known 
amount of cash, to be cash equivalents.  Certificate of deposits with maturity over ninety days 
are reported at their cost-plus accrued interest. 



HOSPICE OF THE FOOTHILLS 
 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2023 and 2022 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Accounts and Pledges Receivable 
Accounts and pledges receivable have been reported at the outstanding balance, less an 
allowance for doubtful accounts.  The Organization provides for losses on receivable 
balances using the allowance method.  This method is based on experience and other 
circumstances which may affect the collectability of the balance.  Uncollectible receivables 
are charged off when management determines the receivable will not be collected.  

 
Inventory 
Inventories in the Organization's thrift stores consist solely of donated items and are not 
reflected on the balance sheet.  Accounting principles dictate that inventory be stated at the 
lower of cost or market value.  Inventory at any point in time is valued at negligible amounts 
and not recorded on the statement of financial position. 
 
Investments 
The Organization's investments are presented under FASB ASC 958-320, Not-for-Profit 
Entities – Investments – Debt and Equity Securities.  Under FASB ASC 958-320, investments 
in marketable securities with readily determinable fair values and all investments in debt 
securities are reported at their fair values in the statement of financial position.  Fair value is 
based on quoted market prices for debt and marketable equity securities, published unit 
values for mutual funds, and money market mutual funds.  Unrealized gains and losses are 
included as earnings in the statements of activities.  Investment income is reported as 
increases in net assets without donor restrictions in the reporting period in which the income 
and gains are recognized. 
 
Property and Equipment 
Property and equipment is stated at cost or, if donated, at fair market value at the date of 
receipt.  The Organization maintains a minimum capitalization threshold of $1,500.  The 
Organization provides for depreciation over the estimated useful lives of the assets using the 
straight-line method.  The estimated lives of these assets range from 3 to 25 years.  
Expenditures for major renewals and betterments, which extend the useful lives of property 
and equipment, are capitalized.  Expenditures for maintenance and repairs are charged to 
expense as incurred.   
 
Income Tax Status 
The Organization is exempt from income taxes under Section 501(c)(3) of the Internal 
Revenue Code (IRC) and Section 23701d of the California Revenue and Taxation Code.  The 
Organization has also been classified as an entity that is not a private foundation within the 
meaning of IRC Section 509(a)(2) and qualifies for deductible contributions as provided in 
Section 170(b)(1)(A).  After they are filed, the Organization's income tax returns remain 
subject to examination by taxing authorities generally three years for federal returns and four 
years for state returns.  Activities unrelated to the Organization's mission may be subject to 
unrelated business income tax. 
 
Contributed Nonfinancial Assets 
The Organization recognized contributed nonfinancial assets within in-kind fundraising 
revenue, including contributed services, rent and other goods.  Contributions in-kind, when 
received, are recognized at fair market value.  The majority of contributed nonfinancial assets 
was used as fundraising activities.  Unless otherwise noted, contributed nonfinancial assets 
did not have donor-imposed restrictions. 
 
The Organization receives donated investment advisory services.  The Organization pays for 
most services requiring specific expertise.  However, individuals volunteer their time and 
perform a variety of tasks that assist the Organization. 
 



HOSPICE OF THE FOOTHILLS 
 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2023 and 2022 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Contributed Nonfinancial Assets (Continued) 
For the years ended June 30, 2023 and 2022, contributed nonfinancial assets recognized 
within the statements of activities included: 
 

2023 2022

Services 11,975$       11,000$       
Rent 6,000 15,957
Other goods 13,446         15,786         

31,421$       42,743$       
 

Advertising 
Advertising costs are expensed as incurred.  Advertising expense for the years ended  
June 30, 2023 and 2022 totaled $31,946 and $14,405, respectively. 

 
Estimates 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements and the reported 
amounts of support, revenue, and expenses during the reporting period.  Actual results could 
differ from those estimates. 
 
Functional Expense Allocation 
The costs of providing various programs and other activities have been summarized on a 
functional basis in the statement of functional expenses.  Costs specifically identified with 
programs are directly allocated to those functions.  All costs not identifiable with programs, 
but indispensable to the conduct of such programs and activities and to the Organization's 
existence, are included as management and general expenses.  Expenses that benefit more 
than one function of the Organization are allocated among the functions based generally on 
the amount of time and effort spent by personnel on each function. 
 
Fair Value Measurements 
The Organization's investments are measured under the provisions of FASB ASC 820-10, 
Fair Value Measurements and Disclosures, which defines fair value, establishes a framework 
for measuring fair value, and expands disclosure requirements for fair value measurements. 
 
FASB ASC 820-10 defines fair value as the exchange price that would be received for an 
asset or paid to transfer a liability (an exit price) in the principal or most advantageous market 
for the asset or liability in an orderly transaction between market participants on the 
measurement date.  The Organization determines the fair values of its assets and liabilities 
based on the fair value hierarchy established in FASB ASC 820-10.  The standard describes 
three levels of inputs that may be used to measure fair value (Level 1, Level 2, and Level 3).   
 
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the Organization has the ability to access at the measurement date.  An active 
market is a market in which transactions occur with sufficient frequency and volume to 
provide pricing information on an ongoing basis.  Level 2 inputs are inputs other than quoted 
prices that are observable for the asset or liability, either directly or indirectly.  Level 3 inputs 
are unobservable inputs for the asset or liability.  Unobservable inputs reflect the 
Organization's own assumptions about the assumptions market participants would use in 
pricing the asset or liability (including assumptions about risk).  Unobservable inputs are 
developed based on the best information available in the circumstances and may include the 
Organization's own data. 



HOSPICE OF THE FOOTHILLS 
 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2023 and 2022 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Fair Value Measurements (Continued) 
The asset's or liability's fair value measurement level within the fair value hierarchy is based 
on the lowest level of any input that is significant to the fair value measurement.  Valuation 
techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs.  The following methods and assumptions were used by the 
Organization in estimating the fair value of its financial instruments: Fair values, which are the 
amounts reported in the statement of financial position, are based on quoted market prices.  
There have been no changes in the methodology used at June 30, 2023 and 2022. 
 
Investments are presented under the provisions of FASB ASC 820 as revised by ASU 2018-
13, Fair Value Measurement (Topic 820): Changes to the disclosure requirements for Fair 
Value Measurement.  ASU 2018-13 modifies the disclosure requirements on fair value 
measurements in Topic 820, Fair Value Measurement, based on the concepts in the 
Concepts Statement, including the consideration of costs and benefits.   
 
Debt Issuance Costs 
In accordance with the requirements of FASB ASC 835-30, debt issuance costs are 
presented as a reduction of the carrying amount of the debt rather than as an asset.  
Amortization of the debt issuance costs is reported as interest expense in the statements of 
activities. 
 
Leases 
In fiscal year 2022, the Organization early adopted the provisions of FASB ASC 842 as 
revised by ASU 2016-02 using the optional transition method, which allowed entities to 
continue to apply historical accounting guidance in the comparative periods presented in the 
year of adoption.   
 
The Organization elected to apply the following package of practical expedients on a 
consistent basis permitting entities not to reassess: (i) whether any expired or existing 
contracts are or contain a lease; (ii) lease classification for any expired or existing leases and 
(iii) whether initial direct costs for any expired or existing leases qualify for capitalization 
under the amended guidance.   
 
The impact of adopting the amended guidance primarily relates to the recognition of lease 
assets and lease liabilities on the balance sheet for all leases previously classified as 
operating leases.  Leases with an initial term of 12 months or less were not recorded on the 
balance sheet.  The Organization's accounting for financing leases, which were formerly 
referred to as capital leases, remained substantially unchanged.  The accounting treatment 
for operating leases for lessors remained substantially unchanged.  There were no other 
material impacts on the financial statements.  See Note 12 for additional information and 
disclosures related to the adoption of this amended guidance. 

  
 Subsequent Events 

Events and transactions have been evaluated for potential recognition or disclosure through 
October 31, 2023, the date that the financial statements were available to be issued. 

 
 



HOSPICE OF THE FOOTHILLS 
 

NOTES TO FINANCIAL STATEMENTS 
June 30, 2023 and 2022 

 

13 

NOTE 3: LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 
 

As part of the Organization's liquidity management, it has a policy to structure its financial 
assets to be available as its general expenditures, liabilities and other obligations come 
due.  The Organization's financial assets available within one year of the balance sheet 
date for general expenditures are as follows: 

 

 

2023 2022
Current financial assets:

Cash and cash equivalents 2,826,236$  3,465,544$   
Certificate of deposits -               2,013,984     
Investments 3,528,851    687,298        
Accounts receivable, net 732,648       669,090        

Financial assets available to meet cash needs
for general expenditures within one year 7,087,735$  6,835,916$   

  
NOTE 4: ACCOUNTS RECEIVABLE 
 

Accounts receivable consist of the following at June 30: 
 

  

2023 2022

Medicare 489,658$     541,513$     
MediCal 219,196 68,603
Private 16,696 57,028
Other 7,098 4,446

Subtotal 732,648 671,590

Less allowance for doubtful accounts -               (2,500)          

Total accounts receivable, net 732,648$     669,090$     
 

NOTE 5: PROPERTY AND EQUIPMENT 
 

Property and equipment consist of the following at June 30: 
 

2023 2022

Land and land improvements 1,916,014$  1,890,704$      
Buildings 7,982,586 7,958,665
Leasehold improvements 113,962 113,626
Furniture and fixtures 44,727 44,727
Equipment 9,813 7,507
Software 256,144 256,144
Office equipment 318,042 292,567
Vehicles 55,674 55,674
Construction in progress 4,415 -                   

Total property and equipment 10,701,377  10,619,614      
Less accumulated depreciation (6,754,389)  (6,326,067)

Total property and equipment, net 3,946,988$  4,293,547$      
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NOTE 6: INVESTMENTS 
 

Investments consist of the following at June 30: 
 

Market Market
Cost Value Cost Value

Cash equivalents
Endowment 25,891$            25,891$            29,048$            29,048$         

Investments
Endowment:

Stock funds 466,458$          591,695$          438,798$          529,099$       
Taxable bond funds 793,179            708,696            765,299            703,552         

Subtotal 1,259,637         1,300,391         1,204,097         1,232,651      

General:
Money market 35,220              35,220              -                    -                 

Stock funds 945,872            1,018,742         174,221            201,126         
Taxable bond funds 2,481,922         2,474,889         510,684            486,172         

Subtotal 3,463,014         3,528,851         684,905            687,298         

Total investments 4,722,651$       4,829,242$       1,889,002$       1,919,949$    

2023 2022

The following is a summary of net return on investments for the years ended June 30: 
 

2023 2022

Interest and dividends 113,448$          48,242$            
Net realized/unrealized gain (loss) 78,659              (268,593)           
Investment fees (11,754)             (8,009)               

Net return on investments 180,353$          (228,360)$         
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NOTE 7: FAIR VALUE MEASUREMENTS 
 
The following table sets forth by level, within the fair value hierarchy, the Organization's 
assets that are measured at fair value on a recurring basis as of June 30, 2023 and 2022:  
 

Level 1 Level 2 Level 3 Total

Money market 35,220$            -$                  -$                  35,220$         
Stock funds 1,610,437         -                    -                    1,610,437      
Taxable bond funds 3,183,585         -                    -                    3,183,585      

Total investments 4,829,242$       -$                  -$                  4,829,242$    

Level 1 Level 2 Level 3 Total

Stock funds 730,225$          -$                  -$                  730,225$       
Taxable bond funds 1,189,724         -                    -                    1,189,724      

Total investments 1,919,949$       -$                  -$                  1,919,949$    

Assets at Fair Value as of June 30, 2023

Assets at Fair Value as of June 30, 2022

 
NOTE 8: ACCRUED PAID TIME-OFF BENEFITS 
 

The Organization provides paid time-off benefits for its regular full-time and regular part-time 
employees that accrue from their date of hire and vest after 30 days of employment.  Eligible 
employees accrue paid time-off hours based upon the scheduled number of regular hours the 
employee works per week (up to a maximum of 40 regular hours) as well as the number of 
years of service with the Organization.  Temporary and per diem employees are not eligible for 
paid time-off benefits.  The number of maximum paid days ranges from 15 to 30 days 
depending on the number of years of service with the Organization and the number of hours 
worked per week.  Paid time-off not taken rolls over from one year to the next up to a 
maximum of not more than 1.5 times the employee's annual days of paid time-off.  Once the 
maximum number of paid time-off days is earned, employees stop accruing until the balance 
of earned paid time-off is reduced by taking time-off or may be cashed out according to plan 
restrictions.  Upon separation of employment, all accrued paid time-off hours will be paid in the 
employee's final paycheck in accordance with applicable state and federal laws.  At June 30, 
2023 and 2022, accrued paid time-off totaled $287,611 and $289,255, respectively. 
 

NOTE 9: LINE OF CREDIT 
 
The Organization has available a line of credit with a financial institution for $300,000.  The 
line of credit was obtained on February 5, 2010, and renews automatically under terms of the 
agreement.  As of November 26, 2012, the terms were updated as follows: borrowings under 
the line of credit bear interest at 1.25 percentage points over the bank's prime rate, but no 
less than 4.00% per annum.  All borrowings are secured by the Organization's assets.  As of 
June 30, 2023 and 2022, there was no outstanding balance. 
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NOTE 10: NOTES PAYABLE  
 

The Organization obtained permanent financing on its building with a note payable to a 
financial institution of $6,000,000.  The note was a 25-year fully-amortizing loan bearing 
interest at a fixed rate of 4.411% with monthly principal and interest payments of $33,258 
beginning February 1, 2009 and maturing January 1, 2034.  The loan was secured by the 
Organization's facility.   
 
Effective September 16, 2021, the Organization refinanced the note on its building.  The new 
loan in the amount of $3,776,990 is a 10-year fully-amortizing loan bearing interest at a fixed 
rate of 3.4%, with monthly principal and interest payments of $37,312.  The first payment is 
due on November 1, 2021, and the loan matures on October 1, 2031.  The loan is secured by 
the Organization's facility.  As part of the agreement, the Organization shall maintain a 
minimum liquidity at all times of not less than $1,000,000.  At June 30, 2023 and 2022, the 
outstanding balance on the note totaled $3,237,961 and $3,568,412, respectively, which is 
net of unamortized debt issuance costs of $3,523 and $4,325, respectively.   
 
The Organization obtained financing for a portion of the cost related to installing energy 
efficient LED lighting with a note payable to PG&E for $5,017.  The note is a 38-month, 0% 
loan with monthly payments of $132 beginning November 2018 and matures December 
2021.  The loan was paid in full during fiscal year end 2022. 

 
The Organization obtained financing for a portion of the cost related to installing energy 
efficient LED lighting with a note payable to PG&E for $6,348.  The note is a 5-year, 0% 
loan with monthly payments of $106 beginning November 2018 and matures October 2023.  
The loan was paid in full during fiscal year end 2022. 

 
The maturities of the notes payable for the next five years and thereafter are as follows: 
 

Year ending June 30:

2024 341,167$      
2025 353,403        
2026 365,780        
2027 378,590        
2028 391,702        

Thereafter 1,407,319     

Total 3,237,961$   

 
NOTE 11: CONTRIBUTIONS 
 

Contributions are comprised of the following at June 30: 
 

2023 2022

Community donations 299,188$     183,517$     
Bequests 84,076         958,336       
Friends of Hospice 129,759       140,980       
Memorial donations 47,387         120,713       
Other 586              247              

560,996$     1,403,793$  
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NOTE 12: OPERATING LEASE OBLIGATIONS 
 
The Organization is currently obligated for its thrift store space under separate lease agreements 
and holds several equipment leases.  The lease obligations are as follows: 
 
Grass Valley Thrift Store 
This lease began on November 1, 2021, and extends through May 31, 2025.  The lease calls for 
initial regular monthly payments of $11,500.  Base rent adjusts annually by 2.5% each 
November 1st for the term of the lease.  The lease term provides for the option to extend for two 
five-year terms. 
 
Nevada City Thrift Store 
This lease began on September 1, 1997, was renewed on July 1, 2019 and extends through 
June 30, 2020.  The lease calls for regular monthly payments of $6,400.  In July 2020, the lease 
was renewed for one additional year and called for $6,600 regular monthly payments.  In June 
2021, the lease was extended on a month-to-month basis.  Occupancy was terminated in 
January 2022. 
 
Penn Valley Thrift Store 
This lease was renewed on January 10, 2018, and extends through January 10, 2023.  The 
lease calls for initial regular monthly payments of $3,500.  Base rent adjusts annually each 
January for the term of the lease.  The lease was amended in June 2022.  The amended lease 
calls for regular monthly payments of $3,000, expiring May 2023.  The lease term provides for 
the option to extend for two three-year terms. 
 
Future minimum lease payments and a reconciliation of undiscounted cash flows under 
operating lease liabilities are as follows: 
 

Year ending June 30:

2024 143,808$     
2025 135,018       

Total undiscounted cash flows 278,826       

Less: discount on lease liability (11,267)        

Total operating lease liability 267,559       

Less: current portion of operating lease (136,749)      

Operating lease liability, less current portion 130,810$     
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NOTE 12: OPERATING LEASE OBLIGATIONS (CONTINUED) 
 

At June 30, 2023 and 2022, operating lease right-of-use asset were $219,019 and $329,613, 
respectively, and operating lease liability were $267,559 and $398,230, respectively.  Cash 
payments made on operating lease liabilities totaled $140,300 and $11,500 for the years ended 
June 30, 2023 and 2022, respectively.  The weighted average remaining lease terms of 
operating leases was approximately 2 years.  The weighted average discount rate used to 
determine the operating lease liabilities was approximately 3.4%. 
 
Rental expenses under these lease obligations totaled $161,223 and $204,098 for the years 
ended June 30, 2023 and 2022, respectively.   
 
Equipment Operating Leases 
The Organization leases various postage, copier and credit card processing machines which 
extend through October 2024.  Equipment rental expenses under these obligations totaled 
$9,666 and $10,069 for the years ended June 30, 2023 and 2022, respectively. 

 
Future minimum lease payments under equipment operating leases were approximately $8,300 
and $2,700 for the next two years. 
 

NOTE 13: NET ASSETS WITH DONOR RESTRICTIONS 
 

Net assets with donor restrictions consist of the Organization's Endowment fund, and results 
from donations received from donors who have specified that their contribution be kept in 
perpetuity, and the earnings there upon be used by the Organization in support of its ongoing 
activities.  At June 30, 2023 and 2022, net assets with donor restrictions totaled $815,942, 
which is composed of the original value of the gifts donated to the permanent endowment. 

 
NOTE 14: ENDOWMENTS 
 

Net assets with donor restrictions associated with endowment funds are classified and 
reported based on the existence or absence of donor-imposed restrictions.  In accordance 
with the Organization's spending policy, annually, the Board of Directors appropriates for 
expenditures all investment income, including interest, dividends, and net appreciation 
(depreciation).  Funds that are appropriated for expenditure but not immediately expended 
convert to Board Designated Endowment funds.  The Board Designated Endowment funds 
are classified and reported as net assets without donor restrictions and are available for 
unrestricted expenditure at any time. 
 
The Organization has interpreted the Uniform Prudent Management of Institutional Funds Act 
(UPMIFA) as requiring the preservation of the fair value of the original donor's gift, as of the 
date of the gift absent explicit donor stipulations to the contrary.  As a result of this 
interpretation, the Organization classifies as net assets with donor restrictions (a) the original 
value of the gifts donated to the permanent endowment, (b) the original value of subsequent 
gifts to the permanent endowment, and (c) accumulations to the permanent endowment 
made in accordance with the direction of applicable donor gift instrument at the time the 
accumulation is added to the funds. 
 
The remaining portion of endowment funds continue to be classified as net assets subject to 
donor restrictions until those amounts are appropriated for expenditure in a manner 
consistent with the standard of prudence prescribed by UPMIFA.   
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NOTE 14: ENDOWMENTS (CONTINUED) 
 
In accordance with UPMIFA, the following factors are considered in making a determination 
to appropriate or accumulate donor-restricted endowment funds: (1) the duration and 
preservation of the fund, (2) the purposes of Hospice of the Foothills and the donor-restricted 
endowment fund, (3) general economic conditions, (4) the possible effect of inflation and 
deflation, (5) the expected total return from income and the appreciation of investments, (6) 
other resources of Hospice of the Foothills, and (7) the investment policies of Hospice of the 
Foothills. 
 
The Organization has adopted investment and spending policies approved by the Board of 
Directors for endowment assets that attempt to provide a predictable stream of funding to 
programs supported by its endowment funds while seeking to maintain the purchasing power 
of the endowment assets over the long term.  To satisfy its long-term rate-of-return 
objectives, the Organization relies on a total return strategy in which investment returns are 
achieved through both capital appreciation (realized and unrealized) and current yield 
(interest and dividends).  The Organization targets a diversified asset allocation that places a 
greater emphasis on equity-based investments to achieve its long-term return objectives 
within prudent risk constraints.  In establishing this spending policy, the long-term expected 
return on the related endowment funds has been considered.  Accordingly, over the long 
term, the Organization expects the current spending policies to allow the endowment funds to 
be appropriately maintained. 

 
Changes in the endowment net assets as of June 30, 2023 and 2022, are shown as follows: 

 

 

Without With
Donor Donor Endowment

Restrictions Restrictions Total

Net assets, June 30, 2021 607,170$     815,942$     1,423,112$      
Investment return:

Investment income -               32,547         32,547             
Net depreciation (realized and unrealized) (190,717)      -               (190,717)          

Expenditures -               (6,243)          (6,243)              
Appropriated - released from restriction 26,304         (26,304)        -                   

Net assets, June 30, 2022 442,757       815,942       1,258,699        
Investment return:

Investment income -               36,696         36,696             
Net depreciation (realized and unrealized) -               34,600         34,600             

Expenditures -               (3,713)          (3,713)              
Appropriated - released from restriction 67,583         (67,583)        -                   

Net assets, June 30, 2023 510,340$     815,942$     1,326,282$      
 

 
NOTE 15: RENTAL INCOME 

 
The Organization leases a portion of its facility for pediatric health and respite services.  The 
original lease commenced in February 2016 and extended through January 2023.  The lease 
called for initial regular monthly rent payments of $7,000.  Beginning February 1, 2019, monthly 
rent payments were $7,500 with a 1.5% increase in 2020 and a 2.5% increase in 2021.  In 
February 2023, the lease was extended on a month-to-month basis.  Monthly rent payments are 
$9,675 through July 1, 2024.  
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NOTE 16: FUNDRAISING COSTS 
 

For the fiscal year ended June 30, 2023, fundraising costs of $1,408,845 reported on the 
statement of activities includes $978,509 of direct costs of operating the two thrift stores.  The 
remaining amount of $430,336 are direct fundraising and marketing costs.  For the fiscal year 
ended June 30, 2022, fundraising costs of $1,466,262 reported on the statement of activities 
includes $1,066,969 of direct costs of operating the three thrift stores.  In November and 
December 2021, two of the thrift stores were closed and a larger, combined store was 
opened in February 2022 in a new location.  The remaining amount of $399,293 are direct 
fundraising and marketing costs. 

 
NOTE 17: COST REPORT 
 

A comprehensive report detailing all Organization costs is required to be submitted to the Centers 
for Medicare and Medicaid Services (CMS) by November 30, 2023.  All Medicare reimbursement 
funds applied for after that date can be held by the governmental agencies pending the review and 
approval of the report. 

 
NOTE 18: EMPLOYEE RETIREMENT PLAN 
 

The Organization has established a SIMPLE IRA plan to provide retirement benefits for its 
employees.  Employees may elect to contribute to their retirement by deductions from their 
payroll and the Organization will match their contributions up to a maximum of 3% of the 
employee's gross income.  Employees are eligible for the retirement contribution match on the 
first day of the month after 30 consecutive days of employment as a regular employee.  For the 
years ended June 30, 2023 and 2022, retirement plan contributions totaled $84,107 and 
$93,263, respectively. 

 
NOTE 19: CONCENTRATIONS AND CONTINGENCIES 
 

During the 2023 and 2022 fiscal years, the Organization received approximately 71% and 
68%, respectively, of its revenue and support from Medicare and Medi-Cal reimbursements.  
Additionally, associated Medicare and Medi-Cal accounts receivable is approximately 96% 
and 91% of total accounts receivable at June 30, 2023 and 2022, respectively.  In addition, the 
Organization is currently subject to an ongoing 2% federal sequestration on Medicare 
reimbursements.  The 2% sequestration on Medicare reimbursements was suspended by the 
CARES Act for claims relating to services delivered for the period of May 1, 2020 through 
December 31, 2021.  The suspension was subsequently extended to an end date of March 31, 
2022.  From April 2022 through June 2022, a 1% sequestration was in effect, with the full 2% 
resuming thereafter.  The Organization is also exposed to potential future Medicare rate 
reductions and the unknown consequences of the Affordable Care Act. 

 
The Organization maintains its cash and cash equivalents in multiple bank deposit accounts 
which, at times, may exceed the $250,000 per depositor Federal Deposit Insurance 
Corporation insured limits.  Total uninsured cash balances at June 30, 2023 and 2022, were 
$1,384,640 and $3,059,609, respectively.  The Organization has not experienced any losses 
on these accounts and management believes the Organization is not exposed to any 
significant risk on cash accounts. 

 
For those investments held by a broker who is a member of the Securities Investor Protection 
Corporation, the cash and securities are insured up to $500,000 in the event the brokerage 
firm goes out of business. 
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NOTE 20: COVID RELIEF FUNDS 
 

In December 2021, the Organization was granted $353,896 in healthcare provider relief funds 
as part of the American Rescue Plan (ARP).  These funds are required to be used to prevent, 
prepare for, and respond to coronavirus and cover healthcare-related expenses or lost 
revenues that are attributable to coronavirus.  As of June 30, 2022, the Organization 
recognized $176,084 in the statement of activities and recorded the remaining $177,812 in 
deferred revenues.  Under the current provisions of the grant, the period of availability of 
$212,935 of the funds ends on December 31, 2022.  The remaining $177,812 must be utilized 
by June 30, 2023.  Any unused funds remaining at the close of each spending period are 
required to be refunded to the grantor.  For the year ended June 30, 2023, the Organization 
recognized the remaining $177,812 in the statements of activities.   
 

NOTE 21: COMMITMENTS AND CONTINGENCIES 
 
The Organization entered into a contract to sell a portion of its facility.  As part of the contract, 
both parties agree to share costs to complete certain building renovations before execution of 
the contract.  The sale is expected to finalize in fiscal year 2024 at an approximate sales 
price of $1,860,000.  As of the date of these financial statements, the contract has not been 
finalized. 


