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BLOOM & BLOOM LLP
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To The Board Of Directors
Casa Milagro
Santa Fe, New Mexico

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of Casa Milagro (Project No. 116-HD004), which comprise the balance sheet as of June 30,
2022, and the related statements of operations and changes in net deficit and cash flows for the year then ended, and the related notes

to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of Casa Milagro
(Project No. 116-HD004), as of June 30, 2022, and the results of its operations, changes in its net deficit and its cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United States of America (GAAS) and the

standards applicable to financial audits contained in Government Auditing Standards (Government Auditing Standards) issued by the
Comptroller General of the United States. 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 Casa Milagro
(Project No. 116-HD004), and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audit. 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 Casa Milagro (Project No. 116-HD004)’s ability to continue as a going concern within
one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

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 auditors’ 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 GAAS and
Government 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. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgement made by a reasonable user based on the financial

statements.
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Auditor’s Responsibilities for the Audit of the Financial Statements (Cont.)
In performing an audit in accordance with GAAS and Government Auditing Standards, we:

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

e  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.

e  Obtain an understanding of internal control relevant to the audit in order to design procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of Casa Milagro (Project No. 116-
HDO004)’s internal control. Accordingly, no such opinion is expressed.

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

e  Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, that raise substantial doubt
about Casa Milagro (Project No. 116-HD004)’s 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.

Supplementary Information
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The accompanying

supplementary information shown on pages 13 to 20 is presented for purposes of additional analysis as required by the Uniform
Financial Reporting Standards issued by the U.S. Department of Housing and Urban Development, Office of the Inspector General
and is not a required part of the financial statements. The accompanying schedule of expenditures of federal awards, as required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards, is presented for purposes of additional analysis and is not a required part of the 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 financial statements. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the 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 financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 15, 2022, on our consideration of
Casa Milagro (Project No. 116-HD004)’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is solely to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of Casa Milagro (Project No. 116-HD004)’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering Casa Milagro

(Project No. 116-HD004)’s internal control over financial reporting and compliance.

%V\.‘L%r\—\

BLOOM & BLOOM LLP
CERTIFIED PUBLIC ACCOUNTANTS

MILLBURN, NEW JERSEY 07041
September 15, 2022
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CASA MILAGRO
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2022
ASSETS
Current Assets
Cash - Operations $ 21,544,
Cash- Entity 54,841.
Accounts Receivable 92,203.
Employee Retention Credit 158.429.
Total Current Assets $ 327,017.
Restricted Deposits
Replacement Reserve $ 17,065.
Residual Receipts 15,561.
Tenant Security Deposits 2.700.
Total Restricted Deposits $ 35326.
Property & Equipment
Buildings $ 599,063.
Building Equipment - Portable 21,538.
Furniture 6.973.
’ $ 627,574
Accumulated Depreciation (__ 323.598)
$  303,976.
Land $  171.742.
Property & Equipment, net $  475718.
TOTAL ASSETS $ 838,061,
LIABILITIES AND NET ASSETS
Liabilities
Accounts Payable $ 1,395,
Accrued Wages & Taxes Payable 22,635.
Tenant Security Deposits 3,162.
1.263.

Prepaid Revenue
b

Total Liabilities 28,455.
Long-Term Liabilities

Mortgage Payable — First Mortgage $  670.400.

Total Long-Term Liabilities $  670.400.
TOTAL LIABILITIES $ 698,855,
Net Assets

Without Donor Restrictions $  139.206.

Total Net Assets § 139.206.
TOTAL LIABILITIES & NET ASSETS 3 838,061

4
The accompanying notes are an integral part of these statements



CASA MILAGRO

HUD PROJECT NO. 116-HD004

STATEMENT OF ACTIVITIES & CHANGES IN NET ASSETS

JUNE 30, 2022

PROGRAM REVENUE

Net Rent Revenue

Grant Income

Program & Food Income
Donations

Other Revenue; ERC

TOTAL PROGRAM REVENUE

PROGRAM SERVICES:
HOUSING SERVICES:
Administrative

Utilities

Operating & Maintenance
Taxes & Insurance
Salaries

Depreciation

Office Expenses
Professional Fees
TOTAL PROGRAM SERVICES

RESIDENT SERVICES:
Salaries & Contract Labor

Other

TOTAL RESIDENT SERVICES

Decrease In Net Assets (Without Donor Restrictions)
Before Other Activity

OTHER ACTIVITY
Interest Income
TOTAL OTHER REVENUE

Increase In Net Assets (Without Donor Restrictions)
Net Assets (Without Donor Restrictions) Balance — June 30, 2021

Decrease In Net Assets (Without Donor Restrictions)
Net Assets (Without Donor Restrictions) Balance — June 30, 2022

-5-

$ 130,488.
325,139.
23,641.
35,812,
158.429.

$ 3,975
9,830.
37,205.
18,692.
46,000.
15,355.
12,842.

32,192,

$ 258,059.

2,159.

§ 673,509.

§ 176,091.

$ 260.218.

$§ 237,200.

$§ 19

237,219.

$( 98,013)
$ 237219
$  139.206.

The accompanying notes are an integral part of these statements



CASA MILAGRO

STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2022
OPERATING ACTIVITIES:
REVENUE
Rental Receipts \ $ 130,488.
Grants, Programs and Donation 317,158.
Interest Receipts 19,
$ 447,665.
EXPENSES
Administrative $ 54,040.
Utilities 9,830.
Salaries, Wages, & Payroll 305,838.
Operating & Maintenance 53,762,
Insurance 10,084.
Total Expenses Paid $ 433.554.
Net Cash Provided By Operating Activities § 14,111,
INVESTING ACTIVITIES:
Purchased Fixed Assets $C_7.200)
Net Cash Used In Investing Activities $(_7.200)
Net Change in Cash § 6911.
CASH
Cash, Beginning Of Year $ 104.801.
Cash, End Of Year 111,712,

Reconciliation of Cash & Restricted Cash to the Statements of Financial Position

Statement of Financial Position Presentation

Cash $ 21,545,
Cash Entity 54,841,
Replacement Reserve 17,065.
Residual Receipts 15,561.
Tenant Security Deposits 2,700.

Total Cash & Restricted Cash per Statement of Cash Flows 111,712,

-6-
The accompanying notes are an integral part of these statements



CASA MILAGRO
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2022

Operating Activities

Decrease In Net Assets $ 237,219.
Adjustments To Reconcile Change In Net Assets To Net Cash

provided By Operating Activities:

Depreciation § 15355,
Employee Retention Credit (158,429)
Changes In:

Accounts Receivable $( 68,678)
Accounts Payable & Accrued Liabilities ( 13,773)
Tenant Security Deposits 1,154.

Deferred Revenue 1,263.

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 14,111,

T
The accompanying notes are an integral part of these statement
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CASA MILAGRO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

NOTE 1: NATURE OF ORGANIZATION

Casa Milagro, a nonprofit organization (the Organization), was incorporated under the laws of the State of New
Mexico on December 23, 1996 to operate a 12-bed supportive housing (the Project) designed for mentally ill adults
who have unsuccessfully attempted independent living. The supportive services provided at the Organization are
holistic in nature and designed to focus on physical, mental, emotional, and spiritual wellness.

The Organization is operated under Section 811 of the National Housing Act and regulated by the U.S. Department
of Housing and Urban Development (HUD) with respect to rental charges and operating methods.

The Organization’s major funding is provided by HUD. Initial support was provided via a Section 811 Capital
Advance. Ongoing support is provided through Project Rental Assistance Contracts under Section 811 of the
National Affordable Housing Act, and the Supportive Housing Assistance Program. Additional support is provided
by contributions from individuals. During the year ended June 30, 2022, rental revenue from HUD totaled $97,415
representing approximately 74 percent of net rent revenue. The rent subsidy contract with HUD expires and renews

on August 1, 2023.

The Organization is governed by a Board of Directors, which has the responsibility for determining policy and for
the execution and evaluation of programs and activities conducted by the Organization. Board members represent
government, healthcare, business, public sector, private individuals, and organizations that serve the community.

The term served by a Board member is two years.

NOTE 2: SUMMARY OF ACCOUNTING POLICIES

USE OF ESTIMATES - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures 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.

TAX EXEMPT STATUS - The Organization is exempt from federal income taxes as an entity described in Section
501(c)(3) of the Internal Revenue Code. As a result, there is no provision for federal income taxes in these financial
statements and no federal income taxes were paid. Management believes that the Organization has adequately
addressed all relevant tax positions and there are no unrecorded tax liabilities. Generally, the Organization’s tax
returns remain open for three years for federal and state income tax examination.

BASIC OF ACCOUNTING - The accompanying financial statements have been prepared using the accrual method
of accounting. Under the accrual method of accounting, revenues are recognized when earned rather than received,
and expenses are recognized when the related liability is incurred rather than when paid.

GRANT RECEIVABLES - Grant receivables represent the amount expended during the grant period but
reimbursed by the grantor after year-end. When revenues are received in the next year, the receivable will then be

reduced.




CASA MILAGRO
NOTES TO THE FINANCIAL STATEMENTS -
FOR THE YEAR ENDED JUNE 30, 2022

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH - For the purpose of the statement of cash flows, the
Organization considers all investment instruments purchased with a maturity of three months or less to be cash
equivalents. As of June 30, 2022, there were no cash equivalents.

CAPITALIZATION AND DEPRECIATION — Fixed assets are stated at cost. The Organization capitalized all
acquisitions at cost in excess of $5,000 with a useful life of more than one year. Depreciation, which includes the
assets recorded under capital leases, is computed principally using the straight-line method over the estimated useful
lives of individual assets. The estimated useful lives of assets are as follows:

Building 39 years
Furniture and fixtures 5-7 years
Equipment 5 years

PROGRAM EXPENSES — As this is an operating facility, all expenses are considered program expenses. There are
two programs, the first is housing and the second is resident services. '

DONATIONS IN-KIND — Donations in-kind are recorded as revenue in the year received. There were no in-kind
donations during 2022,

CONTRIBUTION OF SERVICES — Contributions of services are recognized in the financial statements by the
Organization only if the services received (a) create or enhance non-financial assets or (b) require specialized skills,
are provided by individuals possessing those skills, and would typically need to be purchased if not provided by

donation.

CONTRIBUTIONS - Contributions received are recorded as net assets with donor restrictions or net assets without
donor restrictions depending on the existence or nature of any donor restrictions. When a donor restriction period
expires or the purpose of the restriction is accomplished, net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net assets released from restrictions.
When restrictions imposed on contributions received are met in the same time period in which the contribution is
received, the Organization reports the support as net assets without donor restrictions.

DONATED PROPERTY AND EQUIPMENT - Donations of property and equipment are recorded as support at
their estimated fair value at the date of donation. Such donations are reported as support without donor restrictions
unless the donor has restricted the donated asset to a specified purpose. Assets donated with explicit restrictions
regarding their use and contributions of cash that must be used to acquire property and equipment are reported as
support with donor restrictions. Absent donor stipulations regarding how long those donated assets must be
maintained, the Organization reports expirations of donor restrictions when the donated or acquired assets are placed
in service as instructed by the donor. The Organization reclassifies net assets with donor restrictions to net assets

without donor restrictions at that time.

PROMISES TO GIVE - Unconditional promises to give are recognized as revenues or gains in the period received
and as assets, decreases in liabilities, or expenses depending on the form of the benefits received. Conditional
promises to give are recognized when the conditions on which they depend are substantially met.




CASA MILAGRO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

ALLOWANCE FOR DOUBTFUL ACCOUNTS — The Organization uses the allowance method to account for
uncollectible tenant receivables. The Organization provides an allowance for uncollectible accounts equal to the
estimated uncollectible portion of tenant receivable. Management’s estimate is based on historical experience and its
evaluation of the current status of the tenant receivable.

RECLASSIFICATION — Certain amounts as previously presented have been reclassified to conform with the
current year presentation.

SUBSEQUENT EVENT — Management of the Organization has evaluated events and transactions occurring after
June 30, 2020, through May 14, 2022, the date the financial statements were available for issuance, for recognition
or disclosure in the financial statements. There were no events and transactions that required recognition and

disclosures in the financial statements.

NET ASSETS - The Corporation is required to report information regarding its financial positions and activities
according to the following classes of net assets:

Without Donor Restrictions — include resources for which there are no donor restrictions. Such amounts are
available to Support the Organization’s operations and programs. A portion of these net assets may be designated

by the Board of Directors for specific purposes.

With Donor Restrictions — defined as that portion of net assets that consist of a restriction on the specific use or the
occurrence of a certain future event. Donor-imposed restricted contributions whose restrictions are met in the same
reporting period, are reported as without donor-imposed restricted revenue on the statements of activities and

changes in net assets.
All net assets are currently classified as net assets without donor restrictions.

NOTE 3: CAPITAL ADVANCE - In January 2000, the Organization received their final Section 811 Capital
Advance from HUD. The total amount of advances received for the renovation and construction of the Project
totaled $670,400. The terms of the Capital Advance agreement do not require repayment of the advance as long as
the property financed is used solely as rental housing for very low-income elderly or disabled persons. The term of
the agreement is forty years with a final maturity date of January 1, 2040.

NOTE 4: RESTRICTED DEPOSITS
REPLACEMENT RESERVE - In accordance with the regulatory agreement with HUD, the Organization is

required to make monthly deposits to a federally insured bank account. Monthly deposits total $943. The balance is
to be used for the repair and replacement of property and withdrawals may not be made without the prior written
approval from HUD. As of June 30, 2022, the balance in the replacement reserve account totaled $17,065.

Balance, beginning of year $ 29415,
Deposits 12,259.
Interest income 6.
Withdrawals ( 24.615)
Balance, end of year $§ 17,065,

-10-



CASA MILAGRO
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2022

RESIDUAL RECEIPTS RESERVE — In accordance with the regulatory agreement with HUD, the Organization is
required to deposit surplus cash from the prior year into the residual receipts reserve. During 2022, there was no required
deposits per schedule of surplus cash as of June 30, 2021. As of June 30, 2022, the residual receipts reserve totaled
$15,561.

Balance, beginning of year $ 15,560.
Deposits 0.
Interest income 1.
Withdrawals ( 0)
Balance, end of year $ 15,561,

NOTE 5: LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS — The following reflects the Organization’s
financial assets as of June 30, 2022, reduced by amounts not available for general use because of contractual or donor-
imposed restrictions within one year of the statement of financial position date. 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. In addition to financial assets available to meet general expenditures over the next 12 months, the
Organization anticipates collecting sufficient revenue to cover general expenditures not covered by donor-restricted
sources. The Organization’s financial assets available within one year of the statement of financial position for general
expenditure are as follows:

Cash $ 76,385.
Accounts receivable 92.203.
$ 168,588,

NOTE 6: DISTRIBUTIONS — The Organization’s regulatory agreement with HUD stipulates, among other things, that
the Project will not make distributions of assets or income to any of its officers or directors.

NOTE 7: RENTAL INCOME - Tenant charges for apartment rentals range from $0 to $645 per month. The difference
between the amounts the tenant pays and the HUD approved operating cost is covered under the Project Rental Assistance
Contract. From August 1, 2021 through June 30, 2022, the HUD approved rental charge per apartment was $1.077 per
month. The Organization’s complex maintained an average occupancy rate of 84 percent for the year ended June 30, 2022.

NOTE 8: GRANT INCOME — Grant income represents support received by the Organization from the following funding
sources:

HUD Supportive Housing Program $ 102,120.
ERA Program-Santa Fe 89,258.
Santa Fe Community 42,250.
Santa Fe County 25,104.
MFA Grant 6,407.
Community Health Funders Alliance ' 60.,000.

$ 325,139,

NOTE 9: EMPLOYEE RETENTION TAX CREDIT RECEIVABLE — Employee Retention Tax Credit Receivable Under
the recently enacted American Rescue Plan Act and previously under the Consolidated Appropriations Act, the
Organization became eligible to apply for the employee retention tax credits (ERTC), a provision of the CARES Act. It
can be claimed through December 31, 2021, by eligible employers who retained employees during the COVID-19
pandemic. Employers are eligible for the credit if they experienced either a full or partial suspension of operations during
any calendar quarter because of governmental orders due to the pandemic or a significant decline in gross receipts based
on comparing quarterly revenue results for 2020 and/or 2021 with the comparable quarter in 2019. The ERTC is a
refundable credit that the Organization can claim on qualified wages paid to employees, including certain health insurance
costs. The Organization calculated the credit to be claimed for $158,429 with the Internal Revenue Service for the year

over the future payroll reporting periods.
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