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and Company

Independent Auditor’s Report

To the Board of Directors of

Shanti Project
San Francisco, Caltfornta

I have audited the accompanying statement of financial position of Shantt Project, (a California nonprofit
organization) as of June 30, 2010, and the related statements of activitics, functional expenses and cash
flows for the year then ended. These (inancial statements are the responsibility of the management of Shanti
Project (the “Project”). My responsibility is to express an opinion on these financial statements based on
my audit.

b conducted my audit in accordance with auditing standards generally accepted in the United States of
Americaand the standards applicable 1o financial audits contained in Govermment Auditing Stemdurds. issued
by the Comptrotler General of the United States. Those standards require that [ plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. Ao audit also inctudes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. [ believe that my audit
provides a reasonable basis for my opinon.

inmy opinion. the financial statements referred to above present fairly, in all material respects, the financial
positions of the Project as of June 30, 2010, and the changes in its net assets and its cash {lows for the years
then ended i conformity with accounting principles generally accepted in the United States of America,

in accordance with Goverament Auditing Standards. 1 have also issued my report dated January 18, 2011,
on my consideration of the Project’s internal control over financial reporting and on my tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters.
The purpose of that report is to describe the scope of my testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That reportis an integral part of an andit performed in accordance with
Crovermment Auditing Standards and should be considered in assessing the results of my audit.

My audit was conducted for the purpose of forming an opinion on the basic financial statements of the
Project taken as a whole. The accompanying schedule of expenditures of federal awards s presented for
purposes of additional analysis as required by U. 8. Office of Management and Budget Circular A-133,
Audies of Sraies, Local Gavernments, and Non-Profit Organizations, and 15 not a required part of the basic
financial statements. Such information has been subjected fo the auditing procedures applied in the audit
of the basic finuncial staterents and, in my opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

//Uo‘& 63’176?/ 567’7/%"’]/

Oakiand, Calitornia
January 18,2011

2105 Bdgewater Drive, Suite 220, Oakland, CAS4621 « Tell (51) 333-1231 » Fax (3103 333-1337 » www nogcpu.com



SHANTI PROJECT
STATEMENT OF FINANCIAL POSITION
June 30, 2010

Assets:

Current Assets:
Cash
Confracts Receivable
Grants Receivable
Pledges Receivable
Prepaid Assets
Total Current Assets

Property and Equipment, net

Other Assets:
Grants Receivable - Long Term
Deposits
Total Other Assets

Total Assets
Liabilities and Net Assets:

Current Liabilities:
Accounts Payable
Accrued Payroll and Payroll Taxes
Accrued Vacation
Obligation under Capital Leases - Current Portion
Notes Payable
Total Current Liabilities

Obligation under Capital Leases - Long Term Portion
Total Liabilities
Net Assets:
Unrestricted
Temporarily Restricted
Permanently Restricted

Total Net Assets

Total Liabilities and Net Assets

See accompanying notes to financial statements
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61,827
155,124
76,229
48,4352
6.843
348,475

10,240

30.000
8.500

58,500

s __417.215

$ 148,984
60,456
52,041

5.639
29.413
296,533

3022

299,555

(1255613
218221

25.000

117,660

417,215



SHANTI PROJECT
STATEMENT OF ACTIVITIES
Year Ended June 30, 2010

Temporarily Permanently

Unrestricted Restricted Restricted Total
Revenues and Supports:
Governmental Contracts $ 1.506,374 $ 1,506,374
Grants 286,841  § 218,221 565,062
Contributions 145,084 145,084
Program Service Fees 71231 71,231
Special Events Revenue 161,272 161,272
Special Events Direct Benefit Costs (34,038) (34,038)
Donated Services and Goods 147,910 147,910
Investment Income 303 305
Other Income 1,605 1,603
Net Assets Released from Restrictions 213.880 (213.880)
Total Revenues and Supports 2,480,464 4,341 2,484,803
Expenses:
Program Services;
HIV/AIDS Services 347219 547,219
Lifelines Program 477,941 477,941
The L.LF.E. Program 760,585 760,585
HIV Health Services Planning Council 356.086 356,086
Volunteer Services Program 37,378 37.37
Total Program Services 2,179,209 2,179,209
Supporting Services: -
Management and General 115,873 115,873
Development 183.550 183,530
Total Supporting Services 299,423 299,423
Total Fxpenses 2,478,632 2,478,632
Change in Net Assets 1,832 4,341 6,173
Net Assets, Beginning of the Year (1273933 213.880 % 25.000 111.487
Net Assets, End of the Year $ (125,561 § 218221 S 15,000 $ 117,660

See accompanying notes to financial statements
3
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SHANTI PROJECT
STATEMENT OF CASH FLOWS
Year Ended June 39, 2010

Operating Activities:
Change in Net Assets

Adjustments to Reconcile Change in Net Assets
to Net Cash Used in Operating Activities:
Depreciation
Changes in Operating Assets and Liabilities;
Decrease in Contracts Receivable
Increase in Grants Receivable
Increase in Pledges Receivable
Decrease in Prepaid Assets
fnerease in Accounts Payvable
Increase in Accrued Payroll and Payroll Taxes
Decrease in Accrued Vacation
Decrease in Refundable Advances
Net Cash Used in Operating Activities
Investing Activities:

Proceeds from Sale of Certificate of Deposit
Net Cash Provided by Investing Activities

Financing Activities:
Principal Payments on Notes Payable
Principal Payments on Obligation under Capital Leuse
Net Cash Used in Financing Activities
Net Decrease in Cash

Cash, Beginning of Year

Cash, End of Year

Suppiemental Disclosure of Cash Flow Information:
Cash Paid for Interest

Donatad Services and Goods

See accompanying notes to financial statements
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6,173

13,899

70,940
(100,352)
{32,300}
3.823
9,913
2,849
(2,289
{5,209)
(30,553}

14,050
14.050

(33.760)
(4.979)
(38.739)

(55.242)

117,069

PRSI

s 61,827

§

b3

4676

147 910



1.

SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

ORGANIZATION

The Shanti Project (the “Project”) was founded in 1974. The Project exists to enhance the health,
quality of life and well-being of people living with life-threatening illnesses, Each year, the Project
serves over 2,000 women and men living with HIV/AIDS and over 450 living with breast cancer,
many of whom are low-income and medically underserved. The Project provides culturally and
linguistically competent Care Navigation. basic in-home assistance including practical and emotional
support through trained staff and long-term volunteer care-givers, as well as health education,
wellness and survivorship classes and events. Founded by Dr. Charlie Garlield at the UCSF Cancer
Institute, the Project was one of the first-ever volunteer organizations to work with terminally-ill
individuals, and later became one of the very first community-based HIV/AIDS organizations in the
world. For so many clients, the Project represents the difference between zero and one-the difference
between a client having to face a life-threatening illness alone or having at least one caring presence
at his or her side.

HIV/AIDS Services

"The Project’s HIV/AIDS Services program targets San Francisco's most challenged and at-risk HIV+
communities: the socially isolated, the homeless or marginally housed, communities of color, women,
the trans communities, the aging community, individuals challenged with mental health and/or
substance use issues, individoals co-infected with other diseases (such as Hepatitis C), individuals
with complex/high-needs issues, the newly diagnosed, and residents of neighborhoods where HIV and
poverty are co-prevalent. The program ofters care navigation, information and referral, peer and client
advocacy, outreach, peer support volunteer matches, a range of free activities and events, educational
workshops, support groups, and a drop-in center. HIV Services has two contractual collaborations (St.
Mary’s Medical Center and Westside Community Services) and maintains direct linkages with the
range of medical, mental health, and social service agencies within the San Francisco continuum of
care.

Inaddition, the Project's newest program targets MSM (men who have sex with men) individuals with
a diagnosis of cancer. Services are currently the provision of an ongoing support group oceurring
twice monthly. care navigation. and matches with trained peer support volunteers. This is the only
such program targeting the MSM community in San Francisco. Services are also availabe to the trans
community and are available to all individuals with cancer, regardless of HIV/sero status.



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

1. ORGANIZATION (Continued)

LifeLines Program

LifeLinesis San Francisco's most organized and sustained effort to serve underserved populations of
women with breast cancer from diverse cthnic and cultural communities. The program provides a
one-of-a-kind direct service approach which can be delivered in non-clinical settings, including a
client’s home, hospital room or our office. Integral to the success of LifeLines s the ability to provide
all interaction with our clients directly in English, Spanish, Cantonese and Mandarin. The quality of
staff-client relationships is further enhanced because all staff is trained in the Shanti Model of Peer
Support*™, a non-directive, humanistic and client-centered mode of communication.

LifeLines’ staff tollows clients from diagnosis through active treatment and beyond, making sure that
the continuum of ecare is maintained between medical providers and clients for treatment and follow-
up care, as well as palliative/end-of-life support.  Care Navigation services provide
culturally/linguistically competent, individualized care advocacy, including: translation services;
assistance with applying for social services, emergency funds for rent/utilities and childcare needs;
mammography support services: appointment transportation and accornpaniment. In addition, we offer
free health education and survivorship activities year-round to encourage self-advocacy and peer
support.

The L.LF.E. Program

The L.LEFE. program ("L.ILFLE" being an acronym for Learning Immune Function
Enhancement) promotes the health of persons living with HIV/AIDS and other life threatening
diseases through compassionate and culturally competent health education and counseling programs,
training of health professionals, and research on the role of psychological factors in health,

The L.LF.E.program is offered across the country, at more than 15 sites, and provides implementation
support, curriculum development, technical assistance, and an easily accessible informational website
to community-based agencies and government providers who wish to implement the L.LFE.
workshop.

~3



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2019

L. ORGANIZATION (Continued)

The L.LE.E. Program (Continued)

The Project provides the L.LF.E. program in San Francisco (called “Positive LLF.E.”) and
primarily targets MSM population, although services have some availability for women, the trans
community, and heterosexuals. Positive L.LF.E. promotes the health of its participants through a
wide range of single and multi session workshops and individual health counseling and risk reduction
support. All program activities are based on engaging participants with the role of bio-psycho-social
cofactors in health and are designed with the comunon goals of assisting individuals in reducing risk
behavior that might transmit HIV, increasing participants' adherence to medication protocols,
increasing their psychological functioning, and enhancing immunity and health. The program offers
12 and 16 week multi-session workshops. Positive L.IF.E. has several long-standing partners and
maintains direct linkages with the range of medical, mental health, and social service agencies within
the San Francisco continuum of care.

HIV Health Services Planning Council

The HIV Health Services Planning Council (HHSPC) prioritizes all service categories within the San
Francisco EMA ("Eligible Metropolitan Area", comprising San Francisco, Marin, and San Mateo
counties) and allocates resources/dollar amounts to each service catogory. The Council also conducts
regular community-wide needs assessments and targeted focus groups to assess current areas of need
and to maintain quality assurance protocols. The HHSPC Support program provides administrative
oversight and support, education, and training to council members, all of whom are volunteers and
are individuals living with HIV, service providers, and/or government representatives. HHSPC
Support also provides information and public policy assistance to any interested parties including
service providers, other community bodies, governmental agencies, and individuals living with HIV.
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SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30,2010

ORGANIZATION (Continued)

Volunteer Services Program

The Volunteer Services Program offers opportunities for members of the community to be of service,
to put their compassion, their skills, and their interests into action to support people living with the
challenges of HIV/AIDS and breast cancer. Volunteers are trained to provide emotional support and
practical assistance to individuals living with life-threatening illnesses, using the internationally
recognized the Shanti Model of Peer Support™. Volunteers serve clients through one-on-one
client/volunteer matches, short-term or one-time only support, our drop-in center, our activities
program and by offering workshops and classes. The Project has also trained over 600 volunteer
organizations worldwide in how to provide compassionate service to clients with life-threatening
illnesses and/or at the end-of-life. Over 250 the Project’s volunteers provide emotional and peer
support services o people living with HIV/ALDS and Breast Cancer every year. And there are over
15,000 men and women in and around the Bay Area who have been the Project’s volunteers in the
past. ' '

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of the Project have been prepared on the accrual basis of accounting whereby
revenues are recognized when earned and expenses as incurred.

Cost Reimbursement Contracts

Grant revenue from federal, state and county contracts is recognized based on the terms of the
respective contracts. Revenue [rom government agencies for contract services provided by the Project
to third-party organizations is recognized upon completion of services and is reflected as
“Governmental Contracts Revenue” in the accompanying Statement of Activities.

Concentration of Revenue

The Project receives approximately 61% of its revenue from governmental sources.



2.

SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation
Net assets of the Project and changes therein are classified and reported as follows:

Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations. Also,
contributions that are restricted by the donor are reported as increases in unrestricted net assets
if the restrictions expire (that is, when a stipulated time restriction ends or purposc restriction is
accomplished) in the reporting period in which the revenue is recognized.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that may
or will be met, either by actions of the Project and/or passage of time. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that they
be maintained permanently by the Project. Generally, the donors of these assets permit the Project
1o use all or part of the income earned on any related investments for general or specific purposes.

Fair Value Measurements

The Project reports its fair value measurements using a three level hicrarchy that prioritizes the inputs
used to measure fair value. This hierarchy, established by generally accepted accounting standards,
requires that entities maxiniize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. The three levels of inputs used to measure fair value are as follows:

Level | - Quoted prices for identical assets or liabilities in active markets to which the organization
has access at the measurement date.

Level 2 - Inputs other than quoted prices included in level 1 that are observable for assets or
iiabilities, either directly or indirectly, Level 2 inputs include quoted prices in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data for
substantially the full terms of the assets or liabilities.

Level 3 - Unobservable inputs for assets or liabilities. Unobservable inputs should be used to
measure the fair value to the extent that observable inputs are not available.

10



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
' June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment

Purchased property and equipment are recorded at cost. Donated property and equipment are stated
at estimated fair market value when received. Depreciation and amortization are recorded using the
straight-line method over estimated useful lives ranging from three to five years. The Project’s policy
is to capitalize long-term asset expenditures in excess of $1,000,

Grants and Contributions

Grants and contributions, including unconditional promises to give, are recorded as made. All grants
and coniributions are available for unrestricted use unless specifically restricted by the donor.
Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give that are expected to be collected in future years are
recorded at the present value of their estimated future cash flows, Conditional promises to give are
not included as support until the conditions are substantially met.

Donated Services and Goods

Donated services are recognized as contributions, if the services (a) create or enhance nonfinancial
assets or (b) require specialized skills, that are performed by people with those skills, and that would
typically need to be purchased if not provided by donation. During the year ended June 30, 2010, the
value of contributed services included in the accompanying statement of activities amounted to
$3.250. Local arts and entertainment organizations and various corporations contributed $144.660 in
the fiscal year ended June 30, 2010 of donated tickets and entry fees and goods used for the benefit
of the Project’s clients.

A substantial number of volunteers have donated significant amounts of time in the Project’s program
services and development activities. During the year ended June 30, 2010, the Project had
approximately 250 volunteers who provided in excess of 14,600 volunteer service hours. The value
of these contributed services is not reflected in the financial statements because the criteria for
recognition of such volunteer effort have not been satistied.



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses

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

Credit Risk

Financial instruments that potentially subject the Project to concentrations of credit risk are primarily
cash, investments and accounts receivable, The Project places its cash in financial institutions that are
insured in limited amounts by the U.S. government,

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, These
estimates and assumptions atfect 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

revenue and expenses during the reporting period. Actual results could differ from those estimates.
Income Tax Status

The Project is exempt from federal income tax under Section 501(¢)(3) of the 11.S. Internal Revenue
Code and is exempt {rom California franchise taxes under Section 23701d of the Revenue and
Taxation Code, Itis the opinion of managerment that all income earned has been related to the Project’s
tax-exempt status and there has been no unrelated business income. ‘

‘The accounting standard requires that a tax position be recognized or derecognized based on a “more-
likely-than-not” threshold. Based on the management’s analysis of the Project’s tax positions, the
accounting for any uncertainty in the Project’s tax positions is not expected to have a material impact
on the financial statements.



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events

The Project has evaluated subsequent events through January 18, 2011, which is the date the tmanczai
statements were available to be issued.

3. CONTRACTS RECEIVABLE

A sumimary of contracts receivable as of June 30, 2010, is as follows:
City and County of San Francisco § 155,124

4. PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2010, consisted of the following:

Furniture and Liquipment $ 71,846
[easehold Improvements 1.700
Total Property and Equipment 73,546
Less: Accumulated Depreciation (63.306)
Net Property and Equipment 5 _10.240

Depreciation and amortization expenses for the year ended June 30, 2010, was $13.899.

5. NOTE PAYABLE

Effective March 25, 2009, the Project’s line of credit agreement with Wells Fargo Bank was
converted to aterm loan payable with a fixed interest rate of 8%. The loan balance as of June 30, 2010
s $29.413.

o,
fad



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

OPERATING LEASES

The Project rents two office spaces in San Francisco, on Polk Street and on Market Street, The Market
Street location is rented on a month to month basis while the Polk Street location is rented under a
lease agreement, renewed for 3 years on July 1, 2008. Rent expense amounted to $77,601 for the year
ended June 30, 2010. Minimum lease payments as of June 30, 2010, are as follows:

Year Ending June 30, 2011 $ __69914

OBLIGATIONS UNDER CAPITAL LEASES

The Project leases office equipment under various capital lease agreements, As of June 30, 2010, the
carrying value of the equipment net of the related accumulated amortization included in property and
equipment was $5,379 at June 30, 2010, Future minimum lease payment under the capital leases and
the present value of the future minimum lease payments at June 30, 2010, are as follows:

Year Bnding June 30,

2011 $ 6,230

2012 3054

Total 9,284

Less: Amounts Representing Interest (623)
Present Value of Future Minimum Lease Payments 8,661
Less: Current Portion (3,639
Obligation under Capital Leases, Long-Term $__3022

t4
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SHANTI PROJECT

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2010

NET ASSETS RELEASED FROM RESTRICTIONS

Net assels were released from donor restrictions by incurring expenses satisfving the restricted
purposes or by occurrence of other events specified by donors during the vear ended June 30, 2010,

as follows:

HIV/AIDS Services

$ 73382

LifeLines Program 13,080
The L.LF.E Program 116,580
Management and General 500
Endowment 10338

Total $ 213,880

9. TEMPORARILY RESTRICTED NET ASSETS

As of June 30. 2010, temporarily restricted net assets were available for the following purposes:

LifeLines Program $ 199272
Volunteer Services 18.949
Total $ 218221

10. RETIREMENT PLAN

The Project has adopted a defined contribution retirement plan (the “Plan”) under Section 403 (b} of
the Internal Revenue Code. The Plan covers all full-time employees of the Project and provides for
voluntary salary deferrals up to certain limits, The Project did not contribute to the plan for the fiscal
year ended June 30, 2010,

11. COMPLIANCE WITH GRANTOR OR DONOR RESTRICTIONS

Financial awards from federal, state, and local governmental entities in the form of grants or loans are
subject to special audits. Such audits could result in claims against the Project for disallowed costs
or noncompliance with grantor restrictions. No provision has been made for any liabilities that may
arise from such audits since the amounts, if any, cannot be determined at this date.



SHANTI PROJECT
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2010

12. ENDOWMENT

The Project’s endowment consists of $23,000 of a donor restricted fund recetved in 2003, The donor
requested that the Project should set up an endowment account and use the income from the
endowment account for the LileLines program. ‘

The Board of Directors of the Project has interpreted the Uniform Prudent Management of
institutional Funds Act ("UPMIFA™) as requiring the preservation of the original gift as the gift date
of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As aresult
of this interpretation, the Project classifies as permanently restricted net assets {a) the original value
of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and ( ¢) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument as the time the accumulation is added to the fund.
The remaining portion of the donor-restricted endowment fund that is not classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Project in a manner consistent with the standard of prudence
prescribed by UPMIFA,

Changes in endowment net assets for the year ended June 30, 2010 consist of the following:

Temporarily  Permanently

Unrestricted Restricted Restricted Total

Pndowment Net Assels
As of June 30, 2009 $ . $ 10,338 $ 25000 % 35,338
Investment Income 8 - - 8
Appropriation of Endowment

Assets for Expenditure - {10.338) - (10.338)
Endowment Net Assets

As of June 30, 20106 5 8 3 - $ 25000 & 25008

16
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SHANTI PROJECT
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2010

BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards includes the federal grant activities
of Shanti Project {the “Project”) and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of, the
financial statements. Revenues for the federal awards are received as reimbursement for specific
purposes or projects and are recognized based upon eligible recorded expenditures. Insome cases
total expenditures for programs exceed amounts awarded. Such excess amounts are not included
in the accompanying schedule of expenditures of federal awards. The federal awards to the Project
are primarily from the U.S. Department of Health and Human Services and the U.S. Department
of Housing and Urban Development.
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Noe and Company

Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Governmment Auditing Standards

1o the Board of Directors of
Shanti Project
San Franeisco, California

I have audited the financial statements of Shanti Project (the “Project”™), as of and for the yearended June
30, 2010, and have issued my report thereon dated January 18, 2011. | conducted my audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to Imancial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and pecforming my audit, I considered the Project’s internal control over financial reporting
as a basis for designing my auditing procedures for the purpose of expressing my opinion on the
financial statements, but not for the purpose of expressing an opinion on the eftectiveness of the
Project’s internal control over {inancial reporting. Accordingly, I do not express an opinion on the
effectiveness of the Project’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of pertorming their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness isadeficiency, oracombination
of deficiencies. in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

My consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. 1 do not
identify any deficiencies in internal control over financial reporting that I consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Project’s financial statements are free of
material misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts., However, providing an opinion on comphiance with
those provisions was not an objective of my audit, and accordingly, I do not express such an opinion,
The results of my tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the board of directors, management. others
within the Project, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

/(\,/g%,/ and é’ml;?"'”/\/

Oakland, California
January 18, 2011
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Noe and Company

Independent Auditor’s Report on Compliance with Requirements Applicable to Each Major Program
and on Internal Control over Compliance in Accordance with OMB Circular A-133

To the Board of Directors of
Shanti Project
San Francisco, California

v

Compliance

I have audited the compliance of Shanti Project (the “Project”™) with the types of compliance requirements
deseribed in the UL S Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major federal programs for the year ended June 30. 2010, The Project’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable
to each of its major federal programs is the responsibility of the Project’s management. My responsibility is to
express an opinion on the Project’s compliance based on my audit.

{ conducted my audit ol compliance in accordance with auditing standards generally accepted in the United States
of America: the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptrotler General of the United States; and OMB Circular A-133, dudits of States, Local Governments,
und Non-Protit Organizations. Those standards and OMB Circular A-133 require that | plan and perform the
audit to obrain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred, An audit
includes examining, on a test basis, evidence about the Project’s compliance with those requirements and
performing such other procedures as [ considered necessary in the circumstances. [ believe that my audit
provides a reasonable basis for my opinion. My audit does not provide a legal determination of the Project’s
compliance with those requirements.

[n my opinion, the Project complied, in all material respeets, with the requirements referred to above that are
applicable to each of its major federal programs for the vear ended June 30, 2010,

Internal Control Over Compliance

The Project’s management is responsible for establishing and maintaiming effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
plamuing and performing my audit, ] considered the Project’s intermnal control over compliance with requirements
that could have a direct and material effect on a major federal program in order to determine my auditing
procedures for the purpose of expressing my opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal controt over compliance. Accordingly, [ do not express an opinion on the effectiveness
of the Project’s internal control over compliance,

o)
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A deficiency in internal control over compliance exists when the design or operation of acontrol over compliance
does not allow management or employees, in the normal course of performing their assigned functions,
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal programon a
timely basis. A material weakness in internal control over compliance 15 a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis,

My consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might
be deficiencies, significant deficiencies or material wesknesses. 1 did not identify any deficiencies in internal
conttrol over compliance that | consider to be material weaknesses, as defined above,

This report is intended solely for the information and use of the board of directors, management, others
within the Project, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

//L/cn?/ m:dl Cm/ﬂaﬂ/

Oakland, California
January 18, 2011
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SHANTI PROJECT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 36, 2010

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements:

i. The type of auditor’s report of Shanti Project (the “Project”) issued: Ungualified opinion

o

Internal control over financial reporting;

« Material weaknesses identified? No,

+» Significant deficiencies identified that are not considered to be muterial weaknesses? No.
3. Noncompliance which is material to the financial statements: No.

Federal Awards:

i. Internal control over major programs:

» Material weaknesses identified: No,

« Significant deficiencies identified that are not considered to be material weaknesses? No.

2. The type of the auditor’s report issucd on compliance for major federal programs: Unqualified
3. Any audit findings which are required to be reported under section 510(a) of OMB Circular A-133:

No.

4. The programs tested as major program:

PROGRAM NAME CFDA No.
HIV Emergency Relief Project Grants 93.914

HIV Prevention Activities-Health Department Based
HIV Prevention Program 93.940

5. The dollar threshold used to distinguish between type A and type B programs: £ 300,000

6. The Project gualified as a low-risk auditee: No.



SHANTI PROJECT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS {Continued)
June 30, 2010

SECTION I - FINANCIAL STATEMENT FINDINGS

None,

SECTION 111 - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None,
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SHANTI PROJECT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2010

1. There were no prior year audit findings.



