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 No dealer, broker, salesman or other person has been authorized by DASNY, the Series 2015 
Participants or the Underwriter to give any information or to make any representations with respect to the       
Series 2015 Bonds, other than the information and representations contained in this Official Statement.  If 
given or made, any such information or representation must not be relied upon as having been authorized 
by DASNY, the Series 2015 Participants or the Underwriter. 

 This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, 
nor shall there be any sale of the Series 2015 Bonds by any person in any jurisdiction in which it is 
unlawful for such person to make such offer, solicitation or sale. 

 Certain information in this Official Statement has been supplied by the Series 2015 Participants, 
the Interagency Council of Developmental Disabilities Agencies, Inc. (the “Program Facilitator”) and 
other sources that DASNY believes are reliable.  DASNY does not guarantee the accuracy or 
completeness of such information and such information is not to be construed as a representation of 
DASNY. 

Each Series 2015 Participant has reviewed the portions of this Official Statement describing such 
Series 2015 Participant, its Series 2015 Facilities, its Mortgages, if any, “PART 1 – INTRODUCTION” 
(but solely with respect to the headings “The Series 2015 Participants,”  “Additional Security – Pledged 
Revenues and Standby Intercepts,” “The Mortgages,” and “Collateral Assignment of Leases”), “PART 2 
– SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS – Security for the 
Series 2015 Bonds - Pledged Revenues – OPWDD Funds,” “ – Security for the Series 2015 Bonds – 
Mortgages” and “ – Security for the Series 2015 Bonds – Collateral Assignment of Leases,” “PART 3 – 
THE SERIES 2015 BONDS – Principal, Sinking Fund Installment and Interest Requirements for the 
Series 2015 Bonds,” “PART 4 - THE SERIES 2015 PARTICIPANTS,” “PART 5 - SOURCES OF 
SERIES 2015 PARTICIPANT FUNDING,” PART 6 – THE REFUNDING PLAN,” “PART 7 - 
ESTIMATED SOURCES AND USES OF FUNDS,” “PART 12 - BONDHOLDERS’ RISKS,” PART 16 
– CONTINUING DISCLOSURE,” “PART 20 – VERIFICATION OF MATHEMATICAL 
CALCULATIONS,” and the information relating to it contained in Appendices A, B, and C.  It is a 
condition to the sale and delivery of the Series 2015 Bonds that each Series 2015 Participant certify that, 
as of each such date, such parts do not contain any untrue statement of a material fact and do not omit to 
state any material fact necessary in order to make the statements made therein, in the light of the 
circumstances under which the statements were made, not misleading.  The Series 2015 Participants make 
no representations as to the accuracy or completeness of any other information included in this Official 
Statement. 

The Underwriter has provided the following sentence for inclusion in this Official Statement.  
The Underwriter has reviewed the information in this Official Statement pursuant to its responsibility to 
investors under the federal securities law, but the Underwriter does not guarantee the accuracy or 
completeness of such information. 

References in this Official Statement to the Act, the Resolution, the Series 2015 Resolution and 
the Series 2015 Loan Agreements do not purport to be complete.  Refer to the Act, the Resolution, the 
Series 2015 Resolution and the Series 2015 Loan Agreements for full and complete details of their 
provisions.  Copies of the Resolution, the Series 2015 Resolution and the Series 2015 Loan Agreements 
are on file with DASNY and the Trustee. 

The order and placement of material in this Official Statement, including its appendices, are not 
to be deemed a determination of relevance, materiality or importance, and all material in this Official 
Statement, including its appendices, must be considered in its entirety. 
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Under no circumstances shall the delivery of this Official Statement or any sale made after its 
delivery create any implication that the affairs of DASNY or the Series 2015 Participants have remained 
unchanged after the date of this Official Statement. 

IN CONNECTION WITH THE OFFERING OF THE SERIES 2015 BONDS, THE 
UNDERWRITER MAY OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR 
MAINTAIN THE MARKET PRICE OF THE SERIES 2015 BONDS AT LEVELS ABOVE THOSE 
THAT MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF 
COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 



 

-iii- 

TABLE OF CONTENTS 
 

PART 1 - INTRODUCTION ................................................ 1 
Purpose of Official Statement ........................................ 1 
Purpose of the Issue ....................................................... 1 
Authorization of Issuance .............................................. 2 
DASNY ......................................................................... 2 
The Program Facilitator ................................................. 2 
The Series 2015 Participants ......................................... 3 
The Series 2015 Bonds .................................................. 3 
Payment of the Series 2015 Bonds ................................ 4 
Security for the Series 2015 Bonds ................................ 4 
Additional Security - Pledged Revenues and 

Standby Intercepts .................................................. 4 
Limitations on Payment and Security Upon the 

Occurrence of Certain Events of Default................ 6 
The Mortgages ............................................................... 6 
Collateral Assignment of Leases ................................... 7 

PART 2 - SOURCE OF PAYMENT AND 
SECURITY FOR THE SERIES 2015 
BONDS ................................................................ 7 

Payment of the Series 2015 Bonds ................................ 7 
Security for the Series 2015 Bonds ................................ 8 
Events of Default ......................................................... 12 
General ........................................................................ 14 

PART 3 - THE SERIES 2015 BONDS ............................... 14 
General ........................................................................ 15 
Description of the Series 2015 Bonds .......................... 15 
Redemption Provisions ................................................ 15 
Book-Entry-Only System ............................................ 18 
Principal, Sinking Fund Installment and Interest 

Requirements for the Series 2015 Bonds ............. 21 
PART 4 - THE SERIES 2015 PARTICIPANTS ................. 24 
PART 5 - SOURCES OF SERIES 2015 

PARTICIPANT FUNDING ............................... 25 
General ........................................................................ 25 
New York State Office for People with 

Developmental Disabilities .................................. 25 
PART 6 – THE REFUNDING PLAN ................................. 29 
PART 7 - ESTIMATED SOURCES AND USES OF 

FUNDS ............................................................... 29 
PART 8 - DASNY ............................................................... 30 

Background, Purposes and Powers .............................. 30 
Governance .................................................................. 31 
Claims and Litigation .................................................. 35 
Other Matters ............................................................... 35 

PART 9 - LEGALITY OF THE SERIES 2015 
BONDS FOR INVESTMENT AND 
DEPOSIT ........................................................... 35 

PART 10 - NEGOTIABLE INSTRUMENTS ..................... 36 
PART 11 - TAX MATTERS ............................................... 36 

Subseries 2015A-1 Bonds ........................................... 36 
Subseries 2015A-2 Bonds ........................................... 39 

PART 12 - BONDHOLDERS’ RISKS ............................... 43 
General ........................................................................ 43 
Special, Limited Obligations of DASNY .................... 43 
Several Obligations of Series 2015 Participants .......... 43 
Reliance on Credit of the Series 2015 

Participants ........................................................... 44 
Revenues of Series 2015 Participants .......................... 44 

Payment Defaults May Affect More Than One 
Series of Bonds Issued Under the 
Resolution ............................................................ 45 

Enforceability of Remedies; Effect of 
Bankruptcy of a Series 2015 Participant .............. 45 

Mortgages ................................................................... 46 
Non-Appropriation of State, County and City 

Departments’ Funds ............................................. 48 
Federal Medicaid Reform ........................................... 49 
Completion of the Projects; Zoning; Certificate 

of Occupancy ....................................................... 49 
Additional Indebtedness .............................................. 50 
Prior Pledges of Pledged Revenues ............................. 50 
Grant of Additional Security Interests......................... 50 
Effect of Changes in Tax-Exempt Status; 

Continued Legal Requirements of Tax-
Exempt Status ...................................................... 50 

Risk of Audit by Internal Revenue Service ................. 51 
Risk of Review by State and Federal Agencies ........... 51 
Specific Risks Related to Series 2015 Leased 

Facilities .............................................................. 51 
Right of Reacquisition of the Levittown Facility 

of QSAC, Inc. ...................................................... 52 
Right of Reacquisition of the Valentine Avenue 

Facilities of SUS-Developmental 
Disabilities Services, Inc. ..................................... 52 

Right of Reacquisition of the 261st Street 
Facility of Young Adult Institute, Inc.  ................ 53 

Right of Reacquisition of the 58th Place Facility 
of Young Adult Institute, Inc. .............................. 53 

PART 13 - STATE NOT LIABLE ON THE 
SERIES 2015 BONDS ....................................... 53 

PART 14 - COVENANT BY THE STATE ........................ 53 
PART 15 - LEGAL MATTERS ......................................... 54 
PART 16 - CONTINUING DISCLOSURE ........................ 54 
PART 17 - UNDERWRITING ........................................... 54 
PART 18 - RATING ........................................................... 56 
PART 19 - INDEPENDENT PUBLIC 

ACCOUNTANTS .............................................. 56 
PART 20 – VERIFICATION OF 

MATHEMATICAL CALCULATIONS ............ 56 
PART 21 - MISCELLANEOUS ......................................... 57 
 
APPENDIX A - DESCRIPTION OF SERIES 2015 

PARTICIPANTS............................................ A-1 
APPENDIX B - AUDITED FINANCIAL 

STATEMENTS OF SERIES 2015 
PARTICIPANTS............................................ B-1 

APPENDIX C - UNAUDITED FINANCIAL 
INFORMATION OF SERIES 2015 
PARTICIPANTS............................................ C-1 

APPENDIX D - CERTAIN DEFINITIONS .............. D-1 
APPENDIX E - SUMMARY OF CERTAIN 

PROVISIONS OF THE SERIES 2015 LOAN 
AGREEMENTS .............................................. E-1 

APPENDIX F - SUMMARY OF CERTAIN 
PROVISIONS OF THE RESOLUTIONS ...... F-1 

APPENDIX G - FORM OF APPROVING OPINION OF 
BOND COUNSEL ......................................... G-1 

 



[THIS PAGE INTENTIONALLY LEFT BLANK] 



 

-1- 
 

 
DORMITORY AUTHORITY - STATE OF NEW YORK 515 BROADWAY, ALBANY, N.Y. 12207
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OFFICIAL STATEMENT 
relating to 

$29,290,000 
INTERAGENCY COUNCIL POOLED LOAN PROGRAM 

REVENUE BONDS, SERIES 2015A 
Consisting of: 

 

$28,115,000 Subseries 2015A-1  $1,175,000 Subseries 2015A-2 (Federally Taxable) 

 
PART 1 - INTRODUCTION 

Purpose of Official Statement 

The purpose of this Official Statement, which includes the cover page, the inside cover page and 
the appendices hereto, is to provide information about  the Dormitory Authority of the State of New York 
(“DASNY”), Birch Family Services, Inc., Community Resource Center for the Developmental Disabled, 
Inc., Eden II School for Autistic Children, Inc., HASC Center, Inc., Lifespire, Inc., QSAC, Inc., Services 
for the Underserved, Inc. and SUS-Developmental Disabilities Services, Inc. (which shall be considered a 
single Series 2015 Participant), Wildwood Programs, Inc. and Young Adult Institute, Inc. (collectively, 
the “Series 2015 Participants”), in connection with the offering by DASNY of the $29,290,000 aggregate 
principal amount of InterAgency Council Pooled Loan Program Revenue Bonds, Series 2015A, 
consisting of $28,115,000 Subseries 2015A-1 Bonds and $1,175,000 Subseries 2015A-2 Bonds 
(Federally Taxable) (collectively, the “Series 2015 Bonds”). 

The following is a brief description of certain information concerning the Series 2015 Bonds, 
DASNY and the Series 2015 Participants.  A more complete description of such information and 
additional information that may affect decisions to invest in the Series 2015 Bonds is contained 
throughout this Official Statement, which should be read in its entirety.  Certain capitalized terms used in 
this Official Statement are defined in Appendix D hereto. 

Purpose of the Issue 

The Series 2015 Bonds are being issued for the purpose of (i) financing, refinancing or 
reimbursing a portion of the cost of the acquisition, renovation and furnishing, as applicable, of certain 
facilities (collectively, the “Series 2015 Facilities”) of the Series 2015 Participants for the provision of 
services to people with developmental disabilities or other special needs and the acquisition of equipment 
and other personal property with respect to such Series 2015 Facilities (collectively, the “Series 2015  
Project”), including the refunding of certain outstanding bonds issued by DASNY and other New York 
issuers for the benefit of the Series 2015 Participants (collectively referred to herein as the “Refunded 
Bonds”), (ii) making a deposit to each account of the Debt Service Reserve Fund securing the Series 2015 



 

-2- 
 

Bonds (the “Series 2015 Debt Service Reserve Fund”) in an amount equal to each Series 2015 
Participant’s Allocable Portion of the Series 2015 Debt Service Reserve Fund Requirement (defined 
herein) and (iii) paying certain costs of issuance of the Series 2015 Bonds.  The Loan Agreements entered 
into with DASNY by the Series 2015 Participants (the “Series 2015 Loan Agreements”) require, in the 
aggregate, the payment of amounts sufficient to provide for the payment of the principal or Redemption 
Price, if any, of, Sinking Fund Installments with respect to, and interest on, the Series 2015 Bonds as the 
same become due.  See “PART 6 – THE REFUNDING PLAN” and “PART 7 – ESTIMATED 
SOURCES AND USES OF FUNDS.”  For a description of the Series 2015 Facilities being financed or 
refinanced with proceeds of the Series 2015 Bonds, see “Appendix A - Description of Series 2015 
Participants.” 

Authorization of Issuance 

The Act authorizes DASNY, among other things, to issue its bonds for the purpose of financing 
or refinancing the costs of the acquisition, construction, reconstruction, renovation, development, 
improvement, expansion and equipping of certain educational, administrative, day program and 
residential facilities of the not-for-profit members (each a “Participant”) of the Interagency Council of 
Developmental Disabilities Agencies, Inc., which members include the Series 2015 Participants. 

The Resolution authorizes the issuance of multiple series of bonds (each a “Series of Bonds”) 
pursuant to separate series resolutions (each a “Series Resolution”).  Pursuant to the Resolution, each 
Series of Bonds issued thereunder, including the Series 2015 Bonds, is to be separately secured by (i) the 
funds and accounts established with respect to such Series of Bonds under a Series Resolution, and (ii) 
the Revenues pledged to such Series of Bonds and derived from payments made under the loan 
agreements entered into by DASNY and the applicable Participants in connection with the issuance of 
such Series of Bonds.  Neither the funds and accounts established under a Series Resolution nor any loan 
agreement entered into or any mortgage or other security granted in connection with the issuance of a 
Series of Bonds shall secure any other Series of Bonds.   

The Series 2015 Bonds will be issued pursuant to the Act, the Resolution and the Series 2015 
Resolution.  The term “Resolutions” shall mean the Resolution and the Series 2015 Resolution.  See 
“PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS.” 

DASNY 

DASNY is a public benefit corporation of the State of New York (the “State”), created for the 
purpose of financing and constructing a variety of public-purpose facilities for certain educational, 
healthcare, governmental and not-for-profit institutions. See “PART 7 - DASNY.” 

The Program Facilitator 

The InterAgency Council of Developmental Disabilities Agencies, Inc. (the “Program 
Facilitator”) will act as the facilitator for the InterAgency Council Pooled Loan Program.  The Program 
Facilitator is a not-for-profit membership organization voluntarily supported by 130 not-for-profit service 
provider agencies that conduct business primarily in the City of New York metropolitan area, but also 
throughout the State, including the Series 2015 Participants.  See “PART 4 - THE SERIES 2015 
PARTICIPANTS.” 
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The Series 2015 Participants 

Each of the Series 2015 Participants is a not-for-profit corporation organized and existing under 
the laws of the State.  See “PART 4 - THE SERIES 2015 PARTICIPANTS,” “PART 5 - SOURCES OF 
SERIES 2015 PARTICIPANT FUNDING,” “Appendix A - Description of Series 2015 Participants,” 
“Appendix B - Audited Financial Statements of Series 2015 Participants,” and “Appendix C - Unaudited 
Financial Information of Series 2015 Participants.”   

Upon delivery of the Series 2015 Bonds, the Series 2015 Participants will receive loans from 
DASNY from the proceeds thereof in the following principal amounts, representing each Series 2015 
Participant’s Allocable Portion of each Subseries of the Series 2015 Bonds: 

Series 2015 Participant 
Subseries 
2015A-1 

Subseries 
2015A-2 Total 

Birch Family Services, Inc. $1,385,000 $  45,000 $1,430,000 

Community Resource Center for the 
Developmental Disabled, Inc. 
 

715,000 25,000 740,000 

Eden II School for Autistic Children, Inc. 3,730,000 270,000 4,000,000 

HASC Center, Inc. 4,565,000 135,000 4,700,000 

Lifespire,  Inc. 3,360,000 90,000 3,450,000 

QSAC, Inc. 880,000 35,000 915,000 

Services for the Underserved, Inc. and SUS-
Developmental Disabilities Services, Inc. 

6,040,000 230,000 6,270,000 

Wildwood Programs, Inc. 290,000 25,000 315,000 

Young Adult Institute, Inc.  7,150,000 320,000 7,470,000 

No Series 2015 Participant is responsible for the payment obligations of any other Series 2015 
Participant.  If a Series 2015 Participant fails to pay amounts due under its Series 2015 Loan Agreement 
in respect of its Allocable Portion of the Series 2015 Bonds, DASNY’s sole remedy will be against the 
defaulting Series 2015 Participant and no other Series 2015 Participant.   

See “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS - 
Events of Default - Special Provisions Relating to Defaults” and “Appendix F  Summary of Certain 
Provisions of the Resolutions.”  See also, “PART 3 - THE SERIES 2015 BONDS - Redemption 
Provisions - Extraordinary Mandatory Redemption.” 

The Series 2015 Bonds 

The Series 2015 Bonds are dated their date of delivery and bear interest from such date (payable 
July 1, 2015, and on each January 1 and July 1 thereafter) at the rates and will mature at the times set 
forth on the inside cover page of this Official Statement.  See “PART 3 - THE SERIES 2015 BONDS - 
Description of the Series 2015 Bonds.” 
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Payment of the Series 2015 Bonds 

The Series 2015 Bonds are special obligations of DASNY payable from the applicable Revenues, 
which consist of certain payments required to be made by the Series 2015 Participants pursuant to their 
respective Series 2015 Loan Agreements on account of the principal, Sinking Fund Installments and 
Redemption Price, if any, of and interest due on the Outstanding Series 2015 Bonds.  The Revenues are 
pledged and assigned to the Trustee.   

Pursuant to its Series 2015 Loan Agreement, each Series 2015 Participant will be required to pay, 
among other things, its Allocable Portion of the principal, Sinking Fund Installments and Redemption 
Price of and interest due on the Outstanding Series 2015 Bonds, in each case corresponding to the 
proceeds of each maturity of each Subseries of the Series 2015 Bonds loaned to it by DASNY.  The 
obligation of each Series 2015 Participant to make payments under its Series 2015 Loan Agreement 
constitutes a general obligation of such Series 2015 Participant.  The payment obligations of the Series 
2015 Participants are several, not joint and are not cross-collateralized with the obligations of any other 
Series 2015 Participant.  For a listing of each Series 2015 Participant’s Allocable Portion of the principal 
and Sinking Fund Installments of and interest on the Series 2015 Bonds, see “PART 3 – THE SERIES 
2015 BONDS – Principal, Sinking Fund Installment and Interest Requirements for the Series 2015 
Bonds.” 

Security for the Series 2015 Bonds 

The Series 2015 Bonds will be secured by the pledge and assignment to the Trustee of the 
Revenues, the proceeds from the sale of the Series 2015 Bonds (until disbursed as provided by the 
Resolution) and all funds and accounts authorized by the Resolution and established by the Series 2015 
Resolution (with the exception of the Arbitrage Rebate Fund), including the Series 2015 Debt Service 
Reserve Fund, which will be funded at its requirement with proceeds of the Series 2015 Bonds.  See 
“PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS - Security for 
the Series 2015 Bonds.” 

The Series 2015 Bonds are separately secured from all other Series of Bonds.  The Holders of any 
Series of Bonds other than the Series 2015 Bonds are not entitled to the rights, benefits and security 
conferred upon the Holders of the Series 2015 Bonds.   

The Series 2015 Bonds will not be a debt of the State nor will the State be liable thereon.  
DASNY has no taxing power. 

Additional Security - Pledged Revenues and Standby Intercepts  

The Series 2015 Bonds will also be secured by the pledge and assignment to the Trustee of 
DASNY’s security interest in the applicable Pledged Revenues granted by each of the Series 2015 
Participants to DASNY pursuant to its Series 2015 Loan Agreement, subject to Prior Pledges.  Certain of 
the Series 2015 Participants have previously pledged their Public Funds (a portion of which consists of 
the Pledged Revenues) to DASNY, an industrial development agency or a bank or other financial 
institution as security for their obligations in connection with bonds previously issued by DASNY or such 
industrial development agency or their accounts receivable (including Public Funds) in connection with 
lines of credit.  The pledge of the Pledged Revenues granted by each such Series 2015 Participant is 
subject, and subordinate, to such Prior Pledges in all respects.  See “Appendix A - Description of Series 
2015 Participants” for a description of which Series 2015 Participants have Prior Pledges of their 
respective Pledged Revenues.     
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Pledged Revenues are all Public Funds payable to a Series 2015 Participant with respect to its 
Series 2015 Facilities.  In the case of each Series 2015 Participant, Public Funds includes amounts 
payable by the New York State Office for People with Developmental Disabilities, formerly known as the 
New York State Office of Mental Retardation and Developmental Disabilities (“OPWDD”) in connection 
with its Series 2015 Facilities.  

With respect to each Series 2015 Facility, pursuant to separate Prior Property Approvals (each a 
“PPA”), OPWDD has pre-approved the applicable Series 2015 Facility for reimbursement of amounts 
calculated to be sufficient to pay the principal and interest costs incurred by the related Series 2015 
Participant in connection with its financing or refinancing of the acquisition, renovation and furnishing, as 
applicable, of such Series 2015 Facility, in each case subject to annual appropriation by the State 
Legislature and so long as such Series 2015 Participant operates the applicable Series 2015 Facility in 
accordance with certain defined standards.  Assuming annual appropriation of sufficient funds and 
continued compliance with operational standards, it is expected that the amounts received by such Series 
2015 Participants pursuant to their respective PPAs will be sufficient to pay the principal of and interest 
on their respective Allocable Portions of the Series 2015 Bonds. See “PART 5 - SOURCES OF SERIES 
2015 PARTICIPANT FUNDING - New York State Office for People with Developmental Disabilities.” 

The Pledged Revenues will be paid directly to each Series 2015 Participant and may be disposed 
of by such Series 2015 Participant for any of its corporate purposes.  However, pursuant to the Act, the 
respective Series 2015 Loan Agreements and certain agreements entered into by DASNY, OPWDD and 
the respective Series 2015 Participants (each an “Intercept Agreement”), upon the occurrence of certain 
events described herein but subject to any Prior Pledges of the Pledged Revenues, DASNY may direct 
OPWDD to remit the revenues payable by OPWDD to a Series 2015 Participant pursuant to its PPA or 
PPAs (the “Intercept Funds”) directly to DASNY or the Trustee for application to the payment of such 
Series 2015 Participant’s Allocable Portion of the Outstanding Series 2015 Bonds.   

Pledged Revenues of one Series 2015 Participant will not be available to satisfy the obligations of 
any other Series 2015 Participant.  See “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR 
THE SERIES 2015 BONDS - Security for the Series 2015 Bonds - Pledged Revenues - OPWDD Funds” 
and “- Standby Intercepts.”  See also, “Appendix A - Description of Series 2015 Participants” and 
“Appendix E - Summary of Certain Provisions of the Series 2015 Loan Agreements.” 

The ability of the Series 2015 Participants to satisfy their payment obligations under the 
respective Loan Agreements with respect to the Series 2015 Bonds and DASNY’s ability to realize upon 
its security interests in the respective Pledged Revenues are largely dependent upon the continued 
operation by the Series 2015 Participants of their respective Series 2015 Facilities, which may be 
adversely affected by a number of risk factors.  Such risk factors include, but are not limited to, (i) the 
financial condition of the Series 2015 Participants and their ability to continue to generate sufficient 
revenues to support all of their respective facilities, including their Series 2015 Facilities, (ii) the 
continued compliance by the Series 2015 Participants with State and local operational standards with 
respect to their Series 2015 Facilities, and (iii) the continued commitment of public funds to support the 
programs and facilities operated by the Series 2015 Participants, particularly with respect to the Series 
2015 Facilities, the continued appropriations by the State in amounts sufficient for OPWDD to make 
payments to the Series 2015 Participants pursuant to their respective PPAs or otherwise.  For a more 
detailed discussion of risk factors affecting the ability of the Series 2015 Participants to pay amounts 
owed under their Loan Agreements and the Pledged Revenues, as well as other risk factors affecting 
payment on the Series 2015 Bonds, see “PART 12 - BONDHOLDERS’ RISKS” herein.  See also, 
“PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING.” 
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Limitations on Payment and Security Upon the Occurrence of Certain Events of Default 

A failure by a Series 2015 Participant to timely pay its obligations under its Series 2015 Loan 
Agreement might result in an event of default under the Resolutions if either (a) such Series 2015 
Participant’s loan is accelerated in accordance with the provisions of its Series 2015 Loan Agreement, or 
(b) as a result of such nonpayment, there is failure to pay the principal, Sinking Fund Installments, and 
Redemption Price of and interest on the Series 2015 Bonds when due.  In either event, the Resolution 
provides that an event of default will have occurred only with respect to the portion of each maturity of 
each Subseries of the Outstanding Series 2015 Bonds that corresponds to a principal installment on the 
defaulting Series 2015 Participant’s loan under the terms of its Series 2015 Loan Agreement (referred to 
as the “Defaulted Allocable Portion”).  The funds available for the payment of a Defaulted Allocable 
Portion of the Series 2015 Bonds are limited by the Resolution to only those Revenues payable by or on 
behalf of such defaulting Series 2015 Participant pursuant to its Series 2015 Loan Agreement, funds on 
deposit with the Trustee attributable to such Series 2015 Participant and amounts recovered upon the 
realization on any collateral granted to DASNY as security for such Series 2015 Participant’s obligations 
under its Series 2015 Loan Agreement and pledged to the payment of the Series 2015 Bonds.   

After the application of all such amounts to the payment of the Defaulted Allocable Portion 
of the Series 2015 Bonds following the acceleration or extraordinary mandatory redemption thereof 
in accordance with the Resolutions, such Defaulted Allocable Portion of the Series 2015 Bonds will 
be deemed paid and discharged and the event of default cured, whether or not payment in full of all 
of the principal of and interest on such Defaulted Allocable Portion has been made to the Holders 
thereof.  See “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS 
- Events of Default - Special Provisions Relating to Defaults” and “Appendix F - Summary of Certain 
Provisions of the Resolutions.”  See also, “PART 3 - THE SERIES 2015 BONDS - Redemption 
Provisions - Extraordinary Mandatory Redemption.” 

NO SERIES 2015 PARTICIPANT IS RESPONSIBLE FOR THE PAYMENT OBLIGATIONS 
OF ANY OTHER SERIES 2015 PARTICIPANT.  IF A SERIES 2015 PARTICIPANT FAILS TO PAY 
AMOUNTS DUE UNDER ITS SERIES 2015 LOAN AGREEMENT IN RESPECT OF ITS 
ALLOCABLE PORTION OF THE SERIES 2015 BONDS, DASNY’S SOLE REMEDY WILL BE 
AGAINST THE DEFAULTING SERIES 2015 PARTICIPANT AND NO OTHER SERIES 2015 
PARTICIPANT. 

The Mortgages  

In the event that a Series 2015 Participant owns its Series 2015 Facilities, such Series 2015 
Participant’s obligations under its Series 2015 Loan Agreement will be additionally secured by one or 
more  mortgages (each a “Mortgage”) from such Series 2015 Participant to DASNY, granting a mortgage 
lien on such owned Series 2015 Facilities, and by a security interest in the fixtures, furniture and 
equipment financed with the proceeds of the Series 2015 Bonds located therein or used in connection 
therewith, such liens and security interests subject to applicable Permitted Encumbrances.   

The Mortgages do not presently provide any security for the Series 2015 Bonds.  However, under 
certain circumstances described herein, one or more of the Mortgages are required to be assigned to the 
Trustee.  Prior to any such assignment of a Mortgage to the Trustee, each Series 2015 Loan Agreement 
provides that DASNY, without the consent of the Trustee or the Holders of the applicable Series 2015 
Bonds, may consent to the amendment, modification, termination, subordination or satisfaction of such 
Mortgage and of any security interest in furniture, fixtures or equipment financed with the proceeds of the 
Series 2015 Bonds located in or on or used in connection therewith and the property subject to such 
Mortgage or security interest may be released from the lien thereof, all upon such terms and conditions as 
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DASNY may require.  See “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 
2015 BONDS - Security for the Series 2015 Bonds - The Mortgages.” 

In the event that a Series 2015 Participant does not own its Series 2015 Facilities, such Series 
2015 Participant’s obligations under its Series 2015 Loan Agreement will not be secured by any mortgage 
or real property security interest. 

See “Appendix A - Description of Series 2015 Participants” for a description of which Series 
2015 Participants (i) own or lease their respective Series 2015 Facilities and (ii) will grant mortgages (and 
the nature of such mortgages) on their respective Series 2015 Facilities.   

Collateral Assignment of Leases 

Community Resource Center for the Developmental Disabled, Inc. leases its Series 2015 Facility 
located at 631 Pelham Parkway North, Bronx, New York, HASC Center, Inc. leases its Series 2015 
Facility located at 1221 East 14th Street, Brooklyn, New York and Lifespire, Inc. leases its Series 2015 
Facility located at 163 East 125th Street, New York, New York.  In order to secure its obligations under its 
Series 2015 Loan Agreement, Community Resource Center for the Developmental Disabled, Inc., HASC 
Center, Inc., and Lifespire, Inc. will collaterally assign to DASNY pursuant to a Collateral Assignment of 
Leases its right, title and interest (but not its obligations) in the lease for such Series 2015 Facilities. Each 
landlord under the leases has consented to such collateral assignment. 

PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS 

Set forth below is a narrative description of certain contractual provisions relating to the source of 
payment of and security for the Series 2015 Bonds and certain related covenants.  These provisions have 
been summarized, and this description does not purport to be complete.  Reference should be made to the 
Act, the Resolution, the Series 2015 Resolution and the Series 2015 Loan Agreements, copies of which are 
on file with DASNY and the Trustee.  See also “Appendix E - Summary of Certain Provisions of the Series 
2015 Loan Agreements” and “Appendix F - Summary of Certain Provisions of the Resolutions” for a 
more complete statement of the rights, duties and obligations of the parties thereto.  

Payment of the Series 2015 Bonds 

The Series 2015 Bonds are special obligations of DASNY.  The principal, Sinking Fund 
Installments, and Redemption Price of and interest on the Series 2015 Bonds are payable solely from the 
Revenues.  With respect to the Series 2015 Participants, the Revenues consist of the payments required to 
be made by each of the Series 2015 Participants under its respective Series 2015 Loan Agreement on 
account of such Series 2015 Participant’s Allocable Portion of (i) the principal, Sinking Fund 
Installments, and Redemption Price of and interest due on the Series 2015 Bonds, and (ii) the Series 2015 
Debt Service Reserve Fund Requirement (as defined below).  The Revenues and the right to receive them 
have been pledged to the Trustee for the benefit of the Holders of the Series 2015 Bonds.  The aggregate 
of payments due and payable to DASNY under all of the Series 2015 Loan Agreements will be sufficient 
to pay (i) the principal, Sinking Fund Installments and Redemption Price of and interest on the Series 
2015 Bonds when due, (ii) amounts necessary to maintain the Series 2015 Debt Service Reserve Fund at 
its required level, and (iii) the annual fees of DASNY and the Trustee.   

Each Series 2015 Loan Agreement is a general obligation of the respective Series 2015 
Participant, pursuant to which such Series 2015 Participant will be required to make payments in amounts 
sufficient to satisfy its Allocable Portion of the principal, Sinking Fund Installments, and Redemption 
Price of and interest due on the Series 2015 Bonds as reflected in the debt service table set forth in 
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“PART 3 – THE SERIES 2015 BONDS – Principal, Sinking Fund Installment and Interest Requirements 
for the Series 2015 Bonds.”  The payment obligations of the Series 2015 Participants with respect to the 
Series 2015 Bonds are several, not joint.  Each Series 2015 Participant is obligated to repay only its 
Allocable Portion of the Series 2015 Bonds.  Each Series 2015 Participant’s payments under its respective 
Series 2015 Loan Agreement will be applied pro rata to its Allocable Portion of the principal, Sinking 
Fund Installments, and Redemption Price of and interest due on each Subseries of the Outstanding Series 
2015 Bonds. 

Payments under each of the Series 2015 Loan Agreements are to be made monthly on the 10th day 
of each month.  Each payment under the Series 2015 Loan Agreements is to be equal to one-sixth of the 
respective Series 2015 Participant’s Allocable Portion of the interest coming due on the next succeeding 
interest payment date and one-twelfth of its Allocable Portion of the principal and Sinking Fund 
Installments coming due on the next succeeding July l.  See “PART 3 – THE SERIES 2015 BONDS – 
Principal, Sinking Fund Installment and Interest Requirements for the Series 2015 Bonds.”  Each of the 
Series 2015 Loan Agreements also obligates the respective Series 2015 Participant to pay, at least 45 days 
prior to a redemption date of Series 2015 Bonds called for redemption, its Allocable Portion of the 
amount, if any, required to pay the Redemption Price of such Series 2015 Bonds.  See “PART 3 – THE 
SERIES 2015 BONDS – Redemption Provisions.” 

Security for the Series 2015 Bonds 

 General 

The Series 2015 Bonds will be secured ratably by the pledge and assignment to the Trustee of the 
Revenues and DASNY’s security interest in the applicable Pledged Revenues, subject to Prior Pledges. 
See “Appendix A - Description of the Series 2015 Participants” for a description of which Series 2015 
Participants have Prior Pledges of their respective Pledged Revenues. 

 
 The Series 2015 Bonds will also be secured by the proceeds from the sale of such Series 2015 

Bonds (until disbursed as provided in the Resolutions) and all funds and accounts authorized by the 
Resolution and established by the Series 2015 Resolution (with the exception of the Arbitrage Rebate 
Fund), including the Series 2015 Debt Service Reserve Fund. 

Pursuant to the terms of the Resolution, the Series 2015 Bonds are separately secured from all 
other Series of Bonds.  The Holders of a Series of Bonds are not entitled to the rights, benefits and 
security conferred upon the Holders of any other Series of Bonds. 

 Pledged Revenues - OPWDD Funds 

Pursuant to the Act and the respective Series 2015 Loan Agreements, each Series 2015 
Participant has pledged and assigned to DASNY its Pledged Revenues in an amount sufficient to satisfy 
its payment obligations under its Series 2015 Loan Agreement, subject to any Prior Pledges.  With respect 
to each Series 2015 Participant, the Pledged Revenues are all Public Funds payable to a Series 2015 
Participant with respect to its Series 2015 Facilities, including any Intercept Funds.  See “PART 5 - 
SOURCES OF SERIES 2015 PARTICIPANT FUNDING - New York State Office for People with 
Developmental Disabilities.” 

 Each Series 2015 Facility is supported by an OPWDD PPA, which the applicable Series 2015 
Participant has received.  The PPA represents OPWDD’s pre-approval of the applicable Series 2015 
Facility for reimbursement of amounts calculated to be sufficient to pay the principal and interest costs 
incurred by the related Series 2015 Participant in connection with its financing or refinancing of the 
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acquisition, renovation and furnishing, as applicable, of such Series 2015 Facility, in each case subject to 
annual appropriation by the State Legislature and so long as such Series 2015 Participant operates the 
applicable Series 2015 Facility in accordance with certain defined standards.  Assuming annual 
appropriation of sufficient funds and continued compliance with operational standards, it is expected by 
the Series 2015 Participants that the amounts received by the Series 2015 Participants pursuant to their 
respective PPAs will be sufficient to pay the principal of and interest on their respective Allocable 
Portions of the Series 2015 Bonds. See “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT 
FUNDING - New York State Office for People with Developmental Disabilities.”  Certain of the Series 
2015 Facilities may also be supported by additional OPWDD PPAs, but such other OPWDD PPAs were 
issued with respect to other projects at such Series 2015 Facilities and not those being financed with the 
Series 2015 Bonds. 
  
 Standby Intercepts 

The Act authorizes, and each Series 2015 Loan Agreement and Intercept Agreement establishes, 
an intercept mechanism whereby OPWDD officials are authorized and required to pay a Series 2015 
Participant’s Intercept Funds to DASNY in accordance with a certificate filed by DASNY with such State 
officer.  Until the occurrence of an event with respect to a Series 2015 Participant described in clause (a) 
or (b) below, a Series 2015 Participant’s Intercept Funds will be paid directly to such Series 2015 
Participant and applied towards any of its corporate purposes.  However, pursuant to the respective Series 
2015 Loan Agreements and Intercept Agreements, upon the occurrence of (a) an event of default under a 
Series 2015 Participant’s Series 2015 Loan Agreement, or an event which with the passage of time or 
giving of notice, or both, would become an event of default under such Series 2015 Participant’s Series 
2015 Loan Agreement, or (b) a drawing of funds from the Series 2015 Debt Service Reserve Fund for the 
benefit of such Series 2015 Participant that has not been repaid by such Series 2015 Participant as 
required by its Series 2015 Loan Agreement and the Resolutions, DASNY may, in addition to all other 
remedies available pursuant to such Series 2015 Participant’s Series 2015 Loan Agreement, cause such 
Series 2015 Participant’s Intercept Funds to be deducted, withheld and paid directly to DASNY or the 
Trustee, as appropriate, in an amount sufficient to make the payments required by such Series 2015 
Participant pursuant to its Series 2015 Loan Agreement.  See “PART 5 - SOURCES OF SERIES 2015 
PARTICIPANT FUNDING - New York State Office for People with Developmental Disabilities.”  
Intercept Funds of one Series 2015 Participant will not be available to satisfy the payment obligations of 
any other Series 2015 Participant. 

There can be no assurance that the amount of a Series 2015 Participant’s Intercept Funds will be 
sufficient to satisfy its payment obligations with respect to its Allocable Portion of the Series 2015 Bonds.  
In the event that amounts received from OPWDD upon the intercept of a Series 2015 Participant’s 
Intercept Funds are insufficient to pay all of a Series 2015 Participant’s Allocable Portion of the principal 
of and interest on the Series 2015 Bonds when due, such amounts received will be applied pro rata to such 
Series 2015 Participant’s Allocable Portion of each Subseries of the Series 2015 Bonds. 

The ability of the Series 2015 Participants to satisfy their payment obligations under the 
respective Series 2015 Loan Agreements with respect to the Series 2015 Bonds and DASNY’s ability to 
realize upon its security interests in the respective Pledged Revenues are largely dependent upon the 
continued operation by the Series 2015 Participants of their respective Series 2015 Facilities, which may 
be adversely affected by a number of risk factors.  Such risk factors include, but are not limited to, (i) the 
financial condition of the Series 2015 Participants and their ability to continue to generate sufficient 
revenues to support all of their respective facilities, including their Series 2015 Facilities, (ii) the 
continued compliance by the Series 2015 Participants with State and local operational standards with 
respect to their Series 2015 Facilities, and (iii) the continued commitment of Public Funds to support the 
programs and facilities operated by the Series 2015 Participants, particularly with respect to the Series 
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2015 Facilities, the continued appropriations by the State in amounts sufficient for OPWDD to make 
payments to the Series 2015 Participants pursuant to their respective PPAs or otherwise.  For a more 
detailed discussion of risk factors affecting the ability of the Series 2015 Participants to pay amounts 
owed under their Series 2015 Loan Agreements and the Pledged Revenues, as well as other risk factors 
affecting payment on the Series 2015 Bonds, see “PART 12 - BONDHOLDERS’ RISKS” herein.  See 
also, “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING” and “Appendix A - 
Description of the Series 2015 Participants” for a description of which Series 2015 Participants have Prior 
Pledges of their respective Pledged Revenues. 

 
Debt Service Reserve Fund  

The Resolution authorizes, and the Series 2015 Resolution establishes, the Series 2015 Debt 
Service Reserve Fund, which is required to be maintained in an amount equal to one-half of the greatest 
amount required in the then current or any future calendar year to pay the sum of (i) interest on the 
Outstanding Series 2015 Bonds payable during such year, excluding interest accrued thereon prior to July 
1 of the next preceding year and (ii) the principal and the Sinking Fund Installments of such Series 2015 
Bonds (the “Series 2015 Debt Service Reserve Fund Requirement”). 

Proceeds of the Series 2015 Bonds will be deposited in separate accounts established in the Series 
2015 Debt Service Reserve Fund for each Series 2015 Participant in amounts equal to the respective 
Series 2015 Participant’s Allocable Portion of the Series 2015 Debt Service Reserve Fund Requirement.  
If, on the fourth Business Day preceding an interest payment date for the Series 2015 Bonds, the amount 
on deposit in the account established for a Series 2015 Participant in the Debt Service Fund is less than 
the amount necessary to pay such Series 2015 Participant’s Allocable Portion of the principal or Sinking 
Fund Installments of and interest on the Outstanding Series 2015 Bonds payable on such interest payment 
date, the Trustee is required to transfer moneys from the applicable account of the Series 2015 Debt 
Service Reserve Fund to the corresponding account of the Debt Service Fund in an amount sufficient to 
provide for such payment.  Each Series 2015 Loan Agreement requires the respective Series 2015 
Participant to restore in full any amount withdrawn from the Series 2015 Debt Service Reserve Fund for 
its benefit within five days after receiving notice of a withdrawal.  Each Series 2015 Loan Agreement also 
requires the respective Series 2015 Participant to restore in full its Allocable Portion of the Series 2015 
Debt Service Reserve Fund Requirement within five days after receiving notice of a deficiency in the 
Series 2015 Debt Service Reserve Fund resulting from a devaluation of the investments held therein.  
Each Series 2015 Participant is responsible for only its Allocable Portion of the Series 2015 Debt Service 
Reserve Fund Requirement.  Moneys in the Series 2015 Debt Service Reserve Fund in excess of its 
requirement shall be applied in accordance with the Resolutions. 

Reserve Fund Facilities 

In lieu of or in substitution for moneys in the Series 2015 Debt Service Reserve Fund, DASNY 
may deposit or cause to be deposited with the Trustee a Reserve Fund Facility satisfying the requirements 
of the Resolutions for all or any part of the Series 2015 Debt Service Reserve Fund Requirement or any 
Series 2015 Participant’s Allocable Portion thereof.  See “Appendix F - Summary of Certain Provisions 
of the Resolutions.” 

 Mortgages 

In the event that a Series 2015 Participant owns its Series 2015 Facilities, such Series 2015 
Participant’s obligations to DASNY under its Series 2015 Loan Agreement will be additionally secured 
by its Mortgage granting a mortgage lien on such owned Series 2015 Facilities to DASNY, and by a 
security interest granted to DASNY in the fixtures, furnishings and equipment financed with the proceeds 
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of the Series 2015 Bonds now or hereafter located on the property subject to such Mortgage, such 
mortgage liens and security interests subject to applicable Permitted Encumbrances.  See “Appendix A - 
Description of Series 2015 Participants” for a description of which Series 2015 Facilities are owned by a 
Series 2015 Participant. 

DASNY may, but has no present intention to, assign all or a portion of any of the Mortgages or 
such security interests to the Trustee.  Upon (a) a withdrawal from an applicable account of the Series 
2015 Debt Service Reserve Fund, which has not been restored by the respective Series 2015 Participant to 
its requirement within 30 days from the date of such withdrawal or (b) the occurrence and continuance of 
an event of default under a Series 2015 Participant’s Series 2015 Loan Agreement and the acceleration of 
the loan thereunder, DASNY is required to assign such Series 2015 Participant’s Mortgage and the related 
security interest in the fixtures, furnishings and equipment financed with the proceeds of the Series 2015 
Bonds to the Trustee for the benefit of the Holders of such Series 2015 Participant’s Allocable Portion of 
the Outstanding Series 2015 Bonds.  Unless a Mortgage is assigned to the Trustee, none of the Mortgages 
or the security interests in the related fixtures, furnishings and equipment or any proceeds therefrom will 
be pledged to the Holders of the Series 2015 Bonds.  Each Mortgage secures only the obligations of the 
Series 2015 Participant granting the Mortgage, and, in the event of a default by a Series 2015 
Participant which may lead to the assignment of its Mortgage, only the Mortgage of that defaulting 
Series 2015 Participant may be assigned. 

Prior to any assignment of a Mortgage to the Trustee, each Series 2015 Loan Agreement provides 
that DASNY, without the consent of the Trustee or the Holders of the applicable Series 2015 Bonds, may 
consent to the amendment, modification, termination, subordination or satisfaction of such Mortgage and 
of any security interest in furniture, fixtures or equipment financed with the proceeds of the Series 2015 
Bonds located in or on or used in connection therewith and the property subject to such Mortgage or 
security interest may be released from the lien thereof, all upon such terms and conditions as DASNY 
may require.  Notwithstanding the foregoing, a Series 2015 Participant may remove such furniture, 
fixtures or equipment from the Mortgaged Property provided that such Series 2015 Participant shall 
replace such furniture, fixtures or equipment with furniture, fixtures or equipment having equivalent value 
and utility. 

Each Series 2015 Participant may incur debt secured on parity with or subordinate to the lien of 
its Mortgage, including debt incurred in connection with the issuance of other Series of Bonds under the 
Resolution, with the prior consent of DASNY.   

The liens and security interest granted to DASNY by a Mortgage are subject to Permitted 
Encumbrances.  The lien of and security interest in each Series 2015 Participant’s owned Series 2015 
Facility(ies) as described in its Mortgage may also be limited by certain factors.  See “PART 12- 
BONDHOLDERS’ RISKS” and “Appendix A – Description of Series 2015 Participants” herein. 

 Collateral Assignment of Leases 

In order to secure its obligations under its Series 2015 Loan Agreement, (i)  Community Resource 
Center for the Developmental Disabled, Inc. will collaterally assign to DASNY pursuant to a Collateral 
Assignment of Leases its right, title and interest (but not its obligations) in the lease for its Series 2015 
Facility located at 631 Pelham Parkway North, Bronx, New York, (ii) HASC Center, Inc. will collaterally 
assign to DASNY pursuant to a Collateral Assignment of Leases its right, title and interest (but not its 
obligations) in the lease for its Series 2015 Facility located at 1221 East 14th Street, Brooklyn, New York 
and (iii) Lifespire, Inc. will collaterally assign to DASNY pursuant to a Collateral Assignment of Leases 
its right, title and interest (but not its obligations) in the lease for its Series 2015 Facility located at 163 
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East 125th Street, New York, New York.  Each landlord under the leases has consented to such collateral 
assignment. 

Events of Default 

Events of Default 

The Resolutions provide that events of default thereunder constitute events of default with respect 
to the Series 2015 Bonds.  The following are events of default under the Resolutions:   

(i) a default in the payment of the principal, Sinking Fund Installments or 
Redemption Price of or interest on the Series 2015 Bonds of any Subseries; provided, however, if 
the failure to make any such payment is caused by a failure of a Series 2015 Participant to timely 
pay its Allocable Portion of the principal, Sinking Fund Installments or Redemption Price of or 
interest on the Series 2015 Bonds pursuant to the terms of its Series 2015 Loan Agreement, then 
it shall be an event of default under the Resolutions only with respect to the Defaulted Allocable 
Portion of the Series 2015 Bonds Outstanding; 

(ii) DASNY shall default in the due and punctual performance of its tax covenants 
contained in the Resolutions with the result that the interest on the Subseries 2015A-1 Bonds 
shall no longer be excludable from gross income for federal income tax purposes; 

(iii) a default by DASNY in the due and punctual performance of any other covenant, 
condition, agreement or provision contained in the Series 2015 Bonds or in the Resolutions which 
continues for 30 days after written notice thereof is given to DASNY by the Trustee (such notice 
to be given at the Trustee’s discretion or at the written request of Holders of not less than 25% in 
principal amount of Outstanding Series 2015 Bonds); or 

(iv) an event of default under a Series 2015 Loan Agreement shall have occurred and 
is continuing and, as a result thereof, all sums payable by a Series 2015 Participant under such 
Series 2015 Loan Agreement shall have been declared to be immediately due and payable, which 
declaration shall not have been annulled; provided, however, that such event of default under a 
Series 2015 Loan Agreement shall constitute an event of default under the Resolutions only with 
respect to the Defaulted Allocable Portion of the Series 2015 Bonds. 

With respect to an event of default affecting only the Defaulted Allocable Portion of the Series 
2015 Bonds and not any other portion of the Series 2015 Bonds, the Trustee will determine such 
Defaulted Allocable Portion in the manner described in “PART 3 - THE SERIES 2015 BONDS - 
Redemption Provisions - Extraordinary Mandatory Redemption” herein. 

The Series 2015 Bonds are separately secured from all other Series of Bonds which may be 
issued pursuant to the Resolution.   While an event of default with respect to another Series of Bonds 
will not necessarily result in an event of default with respect to the Series 2015 Bonds, an event of 
default by a Series 2015 Participant under a loan agreement entered into in connection with the 
issuance of another Series of Bonds will result in an event of default under such Series 2015 
Participant’s Series 2015 Loan Agreement.   

Acceleration; Control of Proceedings 

The Resolution provides that if an event of default (other than an event of default described in 
clause (i) under the first paragraph of the subheading “Events of Default” above resulting from a Series 
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2015 Participant’s failure to timely pay its Allocable Portion of the Series 2015 Bonds or an event as 
described in clauses (ii) or (iv) under the first paragraph of the subheading “Events of Default”) occurs 
and continues, the Trustee shall, upon the written request of the Holders of not less than 25% in principal 
amount of the Outstanding Series 2015 Bonds, by a notice in writing to DASNY, declare the principal of 
and interest on all of the Outstanding Series 2015 Bonds to be due and payable immediately.  At the 
expiration of 30 days from the giving of such notice, such principal and interest shall become 
immediately due and payable.  The Trustee may, with the written consent of the Holders of not less than 
25% in principal amount of the Series 2015 Bonds then Outstanding, annul such declaration and its 
consequences under the terms and conditions specified in the Resolution with respect to such annulment. 

In the case of a default described in clause (i) under the first paragraph of the subheading “Events 
of Default” above resulting from a failure of a Series 2015 Participant to timely pay its Allocable Portion 
of the Series 2015 Bonds pursuant to its Series 2015 Loan Agreement or a default described in clause (iv) 
under the first paragraph of the subheading “Events of Default” above then and in every such case the 
Trustee shall, upon the written request of the Holders of not less than 25% in principal amount of the 
Defaulted Allocable Portion of the Outstanding Series 2015 Bonds declare the principal of and interest on 
the Defaulted Allocable Portion of the Outstanding Series 2015 Bonds to be due and payable 
immediately.   

At the expiration of 30 days after notice of such declaration has been given, such principal and 
interest shall become immediately due and payable.  The Trustee may, with the written consent of the 
Holders of not less than 25% in principal amount of the Defaulted Allocable Portion of the Series 2015 
Bonds then Outstanding, annul such declaration and its consequences under the terms and conditions 
specified in the Resolution with respect to such annulment. 

With respect to the Series 2015 Bonds, the Holders of not less than 25% in principal amount of 
the Outstanding Series 2015 Bonds or 25% in principal amount of Defaulted Allocable Portion of the 
Outstanding Series 2015 Bonds, as applicable, or, in the case of a default described in clause (ii) in the 
first paragraph under the subheading “Events of Default” above, the Holders of not less than a majority in 
principal amount of the Outstanding Series 2015 Bonds, shall have the right to direct the method and 
place of conducting all remedial actions to be taken by the Trustee with respect to the Series 2015 Bonds.  

Notice of Events of Default 

The Resolution provides that the Trustee is to give notice in accordance with the Resolution of 
each event of default actually known to the Trustee to the Holders of the Series 2015 Bonds within 30 
days, after knowledge of the occurrence thereof unless such default has been remedied or cured before the 
giving of such notice; provided, however, that except in the case of default in the payment of principal, 
Sinking Fund Installments or Redemption Price of or interest due on any of the Series 2015 Bonds, the 
Trustee is protected in withholding such notice thereof to the Holders if and as long as the Trustee in good 
faith determines that the withholding of such notice is in the best interests of the Holders of the Series 
2015 Bonds. 

Special Provisions Relating to Defaults  
 
The Resolution provides that upon the happening and continuance of an event of default affecting 

only a Defaulted Allocable Portion of the Series 2015 Bonds as described in clauses (i) and (iv) above 
under the subheading “Events of Default,” payment of the principal, Sinking Fund Installments, if any, 
and Redemption Price of and interest on such Defaulted Allocable Portion of Series 2015 Bonds (either 
by their terms, by acceleration or by the extraordinary mandatory redemption thereof) shall be limited 
solely to (i) those Revenues received or receivable by DASNY pursuant to the defaulting Series 2015 
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Participant’s Series 2015 Loan Agreement, including such Series 2015 Participant’s Pledged Revenues 
and other amounts derived from the exercise of any remedies under such Series 2015 Loan Agreement 
and the realization of any security or collateral granted by such defaulting Series 2015 Participant as 
security for its loan, and (ii) the moneys and securities on deposit in only those accounts established 
pursuant to the Series 2015 Resolution for the payment of such defaulting Series 2015 Participant’s 
Allocable Portion of the Series 2015 Bonds.  Holders of a Defaulted Allocable Portion of the Series 2015 
Bonds will have no right to any other Revenues or any other funds held by the Trustee under the 
Resolution derived from payments made by or on behalf of any other Series 2015 Participant for the 
payment of the Series 2015 Bonds or any other security pledged by such other non-defaulting Series 2015 
Participants as security for their loans. 

 
If, following the exercise of all remedies available to the Trustee under the Resolutions and the 

realization on all security and collateral available for the payment of a Defaulted Allocable Portion of the 
Outstanding Series 2015 Bonds, moneys derived from the sources specified above are available to pay 
only a portion of the principal and interest due on such Defaulted Allocable Portion of the Series 2015 
Bonds upon the extraordinary mandatory redemption or acceleration thereof, then after application by the 
Trustee of all available moneys to the partial payment of such Defaulted Allocable Portion of the Series 
2015 Bonds on a pro rata basis in accordance with the Resolution, (i) the remaining Defaulted Allocable 
Portion of the Series 2015 Bonds shall be cancelled with the same effect as if paid in full and the event of 
default shall be deemed cured, (ii) all obligations of DASNY and the Trustee under the Resolutions with 
respect to such Defaulted Allocable Portion of the Series 2015 Bonds shall be deemed to have been 
discharged and satisfied, and (iii) the Holders of the Defaulted Allocable Portion of the Series 2015 
Bonds shall no longer be entitled to the benefits of the Resolutions by virtue of their ownership of such 
Defaulted Allocable Portion of the Series 2015 Bonds.  Upon such payment and/or cancellation of a 
Defaulted Allocable Portion of the Outstanding Series 2015 Bonds, DASNY shall execute and the Trustee 
shall authenticate a new Series 2015 Bond or Series 2015 Bonds in a principal amount equal to the 
Outstanding principal amount of the Series 2015 Bonds of each applicable maturity less the principal 
amount of the Defaulted Allocable Portion thereof so paid and/or cancelled. 

Payments made to Holders of the Series 2015 Bonds of less than all of the principal of and 
interest on a Defaulted Allocable Portion of the Outstanding Series 2015 Bonds following an 
acceleration or extraordinary mandatory redemption of such Defaulted Allocable Portion of the 
Series 2015 Bonds and the application by the Trustee of all funds available for the payment thereof 
as described above, will not be deemed a payment default on the Series 2015 Bonds under the 
Resolutions. 

General 

The Series 2015 Bonds will not be a debt of the State nor will the State be liable thereon.  
DASNY has no taxing power.  DASNY has never defaulted in the timely payment of principal or sinking 
fund installments of or interest on its bonds or notes.  See “PART 7 – DASNY.” 

PART 3 - THE SERIES 2015 BONDS 

 Set forth below is a narrative description of certain provisions relating to the Series 2015 Bonds.  
These provisions have been summarized, and this description does not purport to be complete.  Reference 
should be made to the Resolution, the Series 2015 Resolution and the Series 2015 Loan Agreements, 
copies of which are on file with DASNY and the Trustee.  See also “Appendix E - Summary of Certain 
Provisions of the Series 2015 Loan Agreements” and “Appendix F - Summary of Certain Provisions of 
the Resolutions,” for a more complete description of certain provisions of the Series 2015 Bonds. 



 

-15- 
 

General 

The Series 2015 Bonds will be issued pursuant to the Resolutions.  The Series 2015 Bonds will 
be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York, 
New York (“DTC”), pursuant to DTC’s Book-Entry Only System.  Purchases of beneficial interests in the 
Series 2015 Bonds will be made in book-entry form, without certificates.  So long as DTC or its nominee, 
Cede & Co., is the registered owner of the Series 2015 Bonds, payments of principal, Sinking Fund 
Installments, Redemption Price and interest on the Series 2015 Bonds will be made by the Trustee 
directly to Cede & Co.  Disbursement of such payments to the Direct Participants (as hereinafter defined) 
is the responsibility of DTC and disbursement of those payments to the Beneficial Owners of the Series 
2015 Bonds is the responsibility of the Direct Participants and the Indirect Participants (as hereinafter 
defined).  If at any time the Book-Entry Only System is discontinued for the Series 2015 Bonds, the 
Series 2015 Bonds will be exchangeable for fully registered Series 2015 Bonds in any authorized 
denominations of the same Subseries and maturity, without charge, except the payment of any tax, fee or 
other governmental charge required to be paid with respect to such exchange, subject to the conditions 
and restrictions set for in the Resolution.  See “ - Book-Entry Only System” herein and “Appendix F - 
Summary of Certain Provisions of the Resolutions.” 

Description of the Series 2015 Bonds 

The Series 2015 Bonds will be dated their date of delivery and will bear interest from such date 
(payable on July 1, 2015 and on each January 1 and July 1 thereafter) at the rates per annum, and will 
mature on July 1 in each of the years set forth on the inside cover page of this Official Statement.  The 
Series 2015 Bonds will be issuable in fully registered book-entry-only form, without coupons, in 
denominations of $5,000 or any integral multiple in excess thereof. 

Each Subseries of the Series 2015 Bonds may be exchanged for other Series 2015 Bonds of the 
same Subseries in any other authorized denominations upon payment of a charge sufficient to reimburse 
DASNY or the Trustee for any tax, fee or other governmental charge required to be paid with respect to 
such exchange and for the cost of preparing the new bond, and otherwise as provided in the Resolution. 

Redemption Provisions 

 Optional Redemption 

The Subseries 2015A-1 Bonds maturing after July 1, 2024 are subject to redemption, on or after 
July 1, 2024, as a whole or in part at any time at the option of DASNY, at the Redemption Price equal to 
par, plus accrued interest to the redemption date. 

The Subseries 2015A-2 Bonds are not subject to optional redemption. 

 Extraordinary Mandatory Redemption 

Each Defaulted Allocable Portion of the Series 2015 Bonds is subject to extraordinary mandatory 
redemption at any time prior to maturity in whole, within 45 days following the realization by the Trustee 
pursuant to the Resolution on all security and collateral granted by the applicable defaulting Series 2015 
Participant as security for its loan upon an acceleration of such loan under its Series 2015 Loan 
Agreement.  The Series 2015 Bonds to be so redeemed shall be redeemed at a redemption price equal to 
(a) the principal amount of the Outstanding Defaulted Allocable Portion of the Series 2015 Bonds to be 
redeemed on the redemption date, times the lesser of (i) 100% or (ii) the quotient, expressed as a 
percentage, obtained by dividing (A) the amount of funds available to the Trustee to pay the principal of 
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and interest on such Defaulted Allocable Portion of the Series 2015 Bonds on the redemption date less the 
amount of accrued interest to be paid on such Defaulted Allocable Portion of the Series 2015 Bonds on 
such date, by (B) the principal amount of the Defaulted Allocable Portion of the Series 2015 Bonds to be 
redeemed, plus (b) accrued interest to the redemption date. 

The Trustee shall, as reasonably practicable, determine the Defaulted Allocable Portion of the 
Series 2015 Bonds to be redeemed based upon the schedule of amortization of the defaulting Series 2015 
Participant’s loan which has been accelerated.  All Series 2015 Bonds of each maturity that correspond to 
a principal installment of the defaulted loan shall be called for redemption in part.  The Trustee shall 
redeem only that portion of each Series 2015 Bond which represents the quotient obtained by dividing the 
principal scheduled to be paid on such defaulted loan in the year of maturity of such Series 2015 Bond by 
the total principal scheduled to be paid in the year of maturity of such Series 2015 Bond on all loans made 
with the proceeds of the Series 2015 Bonds, including the defaulted loan. 

The particular Series 2015 Bonds of each affected maturity to be redeemed will be selected in the 
manner described below under “- Selection of Series 2015 Bonds to be Redeemed.” 

 Special Redemption 

The Series 2015 Bonds are also subject to redemption at the option of DASNY, as a whole or in 
part, on any interest payment date at 100% of the principal amount thereof, from (a) the proceeds of a 
condemnation or insurance award, which is not to be used to repair, restore or replace a Series 2015 
Facility of a Series 2015 Participant and (b) the proceeds of the sale of a Series 2015 Facility. 

 Mandatory Sinking Fund Redemption 

The Subseries 2015A-1 Bonds maturing on July 1, 2029 shall be subject to mandatory 
redemption prior to maturity, in part on July 1 of the years and in the respective principal amounts set 
forth below, at a Redemption Price equal to the principal amount thereof, together with accrued interest to 
the date of redemption, from mandatory Sinking Fund Installments required to be made in amounts 
sufficient to redeem on July 1 of each year the principal amount of the Subseries 2015A-1 Bonds 
specified for each such year below: 

 
Year 

Sinking Fund 
Installment 

2026 $745,000 
2027 770,000 
2028 720,000 
2029† 735,000 

 

†Final maturity.  

The Subseries 2015A-2 Bonds maturing on July 1, 2016 shall be subject to mandatory 
redemption prior to maturity, in part on July 1 of the years and in the respective principal amounts set 
forth below, at a Redemption Price equal to the principal amount thereof, together with accrued interest to 
the date of redemption, from mandatory Sinking Fund Installments required to be made in amounts 
sufficient to redeem on July 1 of each year the principal amount of the Subseries 2015A-2 Bonds 
specified for each such year below: 
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Year 

Sinking Fund 
Installment 

2015 $370,000 
2016† 805,000 

 

†Final maturity.  

The Series 2015 Participants may elect to have the Series 2015 Bonds purchased as a credit, at 
100% of the principal amount thereof, against and in fulfillment of a required Sinking Fund Installment 
on the Series 2015 Bonds of the same Subseries and maturity.  To the extent DASNY’s obligation to 
make Sinking Fund Installments in a particular year is fulfilled through such purchases, the likelihood of 
redemption through mandatory Sinking Fund Installments of any Holder’s Series 2015 Bonds of the 
Subseries and maturity so purchased will be reduced for such year. 

 Selection of Series 2015 Bonds to be Redeemed 

In the case of redemptions of Subseries 2015A-1 Bonds described above under the heading 
“Optional Redemption,” DASNY will select the maturities of the Allocable Portion of the Subseries 
2015A-1 Bonds to be redeemed.  In the case of redemption of Series 2015 Bonds described above under 
the heading “Special Redemption,” Series 2015 Bonds will be redeemed to the extent practicable pro rata 
among maturities of the Allocable Portion of the Series 2015 Bonds, but only in integral multiples of 
$5,000 within each maturity.  If less than all of the Series 2015 Bonds of a maturity are to be redeemed 
(pursuant to an optional, special, extraordinary mandatory or mandatory sinking fund redemption), the 
Series 2015 Bonds of such maturity to be redeemed will be selected by the Trustee, by lot, using such 
method of selection as the Trustee shall consider proper in its discretion. 

 Notice of Redemption 

The Trustee is to give notice of the redemption of a Series 2015 Bond in the name of DASNY 
which notice shall be given by first-class mail, postage prepaid, not less than 30 days nor more than 45 
days prior to the redemption date to the registered owners of any Series 2015 Bonds which are to be 
redeemed, at their last known addresses appearing on the registration books of DASNY not more than 10 
days prior to the date such notice is to be given.  If DASNY’s obligation to redeem Series 2015 Bonds is 
subject to one or more conditions, then such notice must describe the conditions to such redemption.  The 
failure of any owner of a Series 2015 Bond to be redeemed to receive notice of redemption thereof will 
not affect the validity of the proceedings for the redemption of such Series 2015 Bond.  If directed in 
writing by an Authorized Officer of DASNY, the Trustee shall publish or cause to be published such 
notice in an Authorized Newspaper not less than 30 days nor more than 45 days prior to the redemption 
date, but such publication is not a condition precedent to such redemption and failure to publish such 
notice or any defect in such notice or publication will not affect the validity of the proceedings for the 
redemption of such Series 2015 Bonds. 

If, on the redemption date, moneys for the redemption of the Series 2015 Bonds of like Subseries 
and maturity to be redeemed, together with interest thereon to the redemption date, are held by the 
Trustee so as to be available for payment of the Redemption Price, and if notice of redemption has been 
mailed, then interest on the Series 2015 Bonds of such Subseries and maturity will cease to accrue from 
and after the redemption date and such Series 2015 Bonds will no longer be considered to be Outstanding 
under the Resolutions. 
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For a more complete description of the redemption and other provisions relating to the Series 
2015 Bonds, see “Appendix F - Summary of Certain Provisions of the Resolutions.” 

 Purchase in Lieu of Optional Redemption 

The Subseries 2015A-1 Bonds maturing after July 1, 2025 are also subject to purchase prior to 
maturity, at the election of DASNY, on or after July 1, 2024, in any order, in whole or in part at any time, 
at the prices set forth in “PART 3 - THE SERIES 2015 BONDS - Redemption Provisions - Optional 
Redemption” (the “Purchase Price”), plus accrued interest to the date set for purchase (the “Purchase 
Date”) set forth in the notice of purchase to the registered owners of the Subseries 2015A-1 Bonds to be 
so purchased. 

Notice of Purchase and its Effect 

Notice of the purchase of Subseries 2015A-1 Bonds will be given by DASNY in the name of the 
Series 2015 Participants to the registered owners of the Subseries 2015A-1 Bonds to be purchased by 
first-class mail, postage prepaid, not less than 30 days nor more than 45 days prior to the Purchase Date 
specified in such notice.  The Subseries 2015A-1 Bonds to be purchased are required to be tendered on 
the applicable Purchase Date to the Trustee.  Subseries 2015A-1 Bonds to be purchased that are not so 
tendered will be deemed to have been properly tendered for purchase.  Such purchase shall not operate to 
extinguish the indebtedness of DASNY evidenced thereby and such Subseries 2015A-1 Bonds need not 
be cancelled, but shall remain Outstanding under the Resolution and in such case shall continue to bear 
interest. 

DASNY’s obligation to purchase a Subseries 2015A-1 Bond to be purchased or cause it to be 
purchased is conditioned upon the availability of sufficient money to pay the Purchase Price for all of the 
Subseries 2015A-1 Bonds to be purchased on such Purchase Date.  If sufficient money is available on the 
applicable Purchase Date to pay the applicable Purchase Price of the Subseries 2015A-1 Bonds to be 
purchased, the former registered owners of such Subseries 2015A-1 Bonds will have no claim thereunder 
or under the Resolution or otherwise for payment of any amount other than the applicable Purchase Price.  
If sufficient money is not available on the applicable Purchase Date for payment of the applicable 
Purchase Price, the Subseries 2015A-1 Bonds tendered or deemed tendered for purchase will continue to 
be registered in the name of the registered owners on the applicable Purchase Date, who will be entitled to 
the payment of the principal of and interest on such Subseries 2015A-1 Bonds in accordance with their 
terms. 

In the event not all of the Outstanding Subseries 2015A-1 of a maturity are to be purchased, the 
Subseries 2015A-1 Bonds of such maturity to be purchased will be selected by lot in the same manner as 
Subseries 2015A-1 Bonds of a maturity to be redeemed in part are to be selected. 

Book-Entry-Only System 

DTC will act as securities depository for the Series 2015 Bonds.  The Series 2015 Bonds will be 
issued as fully-registered securities in the name of Cede & Co. (DTC’s partnership nominee) or such 
other name as may be requested by an authorized representative of DTC.  One fully-registered Series 
2015 Bond certificate will be issued for each maturity of the respective Subseries of Series 2015 Bonds, 
each in the aggregate principal amount of such maturity, and will be deposited with DTC. 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of 
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the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues and money 
market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with 
DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales and other 
securities transactions in deposited securities through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts.  This eliminates the need for physical movement of 
securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies, clearing corporations and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding company 
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which 
are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the 
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, 
banks, trust companies and clearing corporations that clear through or maintain a custodial relationship 
with a Direct Participant, either directly or indirectly (“Indirect Participants”).  DTC has a Standard & 
Poor’s rating of AA+.  The DTC rules applicable to its Direct and Indirect Participants are on file with the 
Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

Purchases of Series 2015 Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Series 2015 Bonds on DTC’s records.  The ownership 
interest of each actual purchaser of each Series 2015 Bond (“Beneficial Owner”) is in turn to be recorded 
on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written confirmation 
from DTC of their purchase, but Beneficial Owners are expected to receive written confirmations 
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or 
Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of 
ownership interests in the Series 2015 Bonds are to be accomplished by entries made on the books of 
Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not 
receive certificates representing their ownership interests in Series 2015 Bonds, except in the event that 
use of the book-entry system for the Series 2015 Bonds is discontinued. 

To facilitate subsequent transfers, all Series 2015 Bonds deposited by Direct Participants with 
DTC are registered in the name of DTC’s partnership nominee, Cede & Co. or such other name as may be 
requested by an authorized representative of DTC.  The deposit of the Series 2015 Bonds with DTC and 
their registration in the name of Cede & Co. or such other nominee effect no change in beneficial 
ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series 2015 Bonds; DTC’s 
records reflect only the identity of the Direct Participants to whose accounts such Series 2015 Bonds are 
credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will 
remain responsible for keeping account of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to Cede & Co.  If less than all of the Series 2015 Bonds within 
an issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each 
Direct Participant in such maturity to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Series 2015 Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  
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Under its usual procedures, DTC mails an omnibus proxy (the “Omnibus Proxy”) to DASNY as soon as 
possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to 
those Direct Participants to whose accounts the Series 2015 Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal, redemption premium, if any, and interest payments on the Series 2015 Bonds will be 
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding 
detail information from DASNY or the Trustee on the payable date in accordance with their respective 
holdings shown on DTC’s records.  Payments by Direct and Indirect Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities held for 
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of 
such Direct or Indirect Participant and not of DTC, the Trustee or DASNY, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Payment of redemption proceeds and 
principal and interest payments to Cede & Co. (or such other nominee as may be requested by an 
authorized representative of DTC) is the responsibility of the Trustee, disbursement of such payments to 
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the 
Beneficial Owners will be the responsibility of Direct and Indirect Participants. 

DASNY and the Trustee may treat DTC (or its nominee) as the sole and exclusive registered 
owner of the Series 2015 Bonds registered in its name for the purposes of payment of the principal and 
redemption premium, if any, of, or interest on, the Series 2015 Bonds, giving any notice permitted or 
required to be given to registered owners under the Resolutions, registering the transfer of the Series 2015 
Bonds, or other action to be taken by registered owners and for all other purposes whatsoever.  DASNY 
and the Trustee shall not have any responsibility or obligation to any Direct or Indirect Participant or any 
person claiming a beneficial ownership interest in the Series 2015 Bonds under or through DTC or any 
Direct or Indirect Participant, or any other person which is not shown on the registration books of 
DASNY (kept by the Trustee) as being a registered owner, with respect to the accuracy of any records 
maintained by DTC or any Direct or Indirect Participant; the payment by DTC or any Direct or Indirect 
Participant of any amount in respect of the principal, redemption premium, if any, or interest on the Series 
2015 Bonds; any notice which is permitted or required to be given to registered owners thereunder or 
under the conditions to transfers or exchanges adopted by DASNY; or other action taken by DTC as a 
registered owner.  

For every transfer and exchange of beneficial ownership of the Series 2015 Bonds, a Beneficial 
Owner may be charged a sum sufficient to cover any tax, fee or other governmental charge that may be 
imposed in relation thereto. 

DTC may discontinue providing its services as depository with respect to the Series 2015 Bonds 
at any time by giving notice to DASNY and discharging its responsibilities with respect thereto under 
applicable law, or DASNY may terminate its participation in the system of book-entry transfer through 
DTC at any time by giving notice to DTC.  In either event, DASNY may retain another securities 
depository for the Series 2015 Bonds or may direct the Trustee to deliver bond certificates in accordance 
with instructions from DTC or its successor.  If DASNY directs the Trustee to deliver such bond 
certificates, such Series 2015 Bonds may thereafter be exchanged for an equal aggregate principal amount 
of Series 2015 Bonds in any other authorized denominations and of the same Subseries and maturity as 
set forth in the Resolution, upon surrender thereof at the principal corporate trust office of the Trustee, 
who will then be responsible for maintaining the registration books of DASNY. 

Unless otherwise noted, certain of the information contained in the preceding paragraphs of this 
subsection “Book-Entry Only System” has been extracted from information given by DTC.  None of 
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DASNY, the Trustee or the Underwriter make any representation as to the completeness or the accuracy 
of such information or as to the absence of material adverse changes in such information subsequent to 
the date hereof. 

Principal, Sinking Fund Installment and Interest Requirements for the Series 2015 Bonds 

The following table sets forth the amounts required to be paid by each of the Series 2015 
Participants during each twelve month period ending June 30 of the Bond Years shown for the payment 
of the interest on the Series 2015 Bonds payable on January 1 of such year and the principal and Sinking 
Fund Installments of and interest on the Series 2015 Bonds payable on the succeeding July 1 and the 
aggregate payments to be made by the Series 2015 Participants during each such period with respect to 
the Series 2015 Bonds. 

 

[The Remainder of this Page is Intentionally Blank]
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Total Debt Service by Series 2015 Participant 

 

FY 
Ending 

 

Birch Family Services, 
Inc. 

Community Resource 
Center for the 
Developmental 
Disabled, Inc. 

 

Eden II School for 
Autistic Children, Inc. 

 

HASC Center, Inc. 

 

Lifespire, Inc. 

 Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest  

           

6/30/2015 $15,000  $16,835  $10,000  $8,458 $115,000 $45,107  $75,000  $54,822  $145,000 $38,939 
6/30/2016 80,000  43,110  50,000  21,630 560,000 113,440 495,000  139,350  505,000 96,320 
6/30/2017 85,000  41,250  55,000  20,400 570,000 100,600 490,000  126,300  490,000 82,250 
6/30/2018 90,000  38,700  55,000  18,750 560,000 83,500 500,000  111,600  480,000 67,550 
6/30/2019 90,000  36,000  55,000  17,100 570,000 66,700 420,000  96,600  325,000 53,150 
6/30/2020 95,000  33,300  60,000  15,450 520,000 49,600 420,000  84,000  330,000 43,400 
6/30/2021 95,000  29,500  60,000  13,050 210,000 28,800 410,000  67,200  335,000 30,200 
6/30/2022 95,000  25,700  60,000  10,650 255,000 20,400 435,000  50,800  330,000 16,800 
6/30/2023 105,000  23,800  65,000  9,450 170,000 15,300 350,000  42,100  300,000 10,200 
6/30/2024 105,000  21,700  65,000  8,150 220,000 11,900 180,000  35,100  210,000 4,200 
6/30/2025 105,000  19,600  65,000  6,850 250,000 7,500 175,000  31,500  0 0 
6/30/2026 110,000  16,450  70,000  4,900 0 0 180,000  26,250  0 0 
6/30/2027 115,000  12,600  70,000  2,450 0  0 190,000  19,950  0 0 
6/30/2028 120,000  8,575  0  0 0  0 190,000  13,300  0 0 
6/30/2029 125,000  4,375   0 0  0  0 190,000  6,650  0 0 
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Total Debt Service by Series 2015 Participant (continued) 
 

FY 
Ending 

 

QSAC, Inc. 

Services for the 
Underserved, Inc. and 
SUS-Developmentally 
Disabilities Services, 
Inc. 

 

 

Wildwood Programs, 
Inc. 

 

Young Adult Institute, 
Inc. 

 Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest  Principal & 
Sinking 
Fund 
Installments 

Interest  

         

6/30/2015 $10,000 $10,722 $210,000 $75,273 $5,000 $3,597 $590,000 $85,824 
6/30/2016 55,000 27,450 620,000 189,150 20,000 9,190 1,265,000 204,970 
6/30/2017 55,000 26,250 635,000 172,800 20,000 8,950 1,100,000 170,800 
6/30/2018 55,000 24,600 650,000 153,750 20,000 8,350 1,100,000 137,800 
6/30/2019 55,000 22,950 670,000 134,250 20,000 7,750 1,110,000 104,800 
6/30/2020 60,000 21,300 660,000 114,150 20,000 7,150 930,000 71,500 
6/30/2021 60,000 18,900 515,000 87,750 20,000 6,350 340,000 34,300 
6/30/2022 65,000 16,500 255,000 67,150 20,000 5,550 230,000 20,700 
6/30/2023 65,000 15,200 290,000 62,050 20,000 5,150 805,000 16,100 
6/30/2024 65,000 13,900 275,000 56,250 25,000 4,750 0 0 
6/30/2025 70,000 12,600 280,000 50,750 25,000 4,250 0 0 
6/30/2026 70,000 10,500 290,000 42,350 25,000 3,500 0 0 
6/30/2027 75,000 8,050 295,000 32,200 25,000 2,625 0 0 
6/30/2028 75,000 5,425 310,000 21,875 25,000 1,750 0 0 
6/30/2029 80,000 2,800 315,000 11,025 25,000 875 0 0 
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PART 4 - THE SERIES 2015 PARTICIPANTS 

Descriptions of the Series 2015 Participants, their operations and the Series 2015 Facilities they 
will finance or refinance with the proceeds of the Series 2015 Bonds are set forth in Appendix A hereto.  
Copies of the most recent audited financial statements for each of the Series 2015 Participants are set 
forth in Appendix B hereto and copies of recent unaudited financial information for each of the Series 
2015 Participants are set forth in Appendix C.  Prospective purchasers of the Series 2015 Bonds should 
carefully review Appendix A, Appendix B and Appendix C. 

The Series 2015 Participants are not-for-profit corporations, organized and existing under the 
laws of the State.  All of the Series 2015 Participants have received Section 501(c)(3) designations from 
the Internal Revenue Service and as such qualify for exemption from certain federal income taxes.  
Typically, management of each Series 2015 Participant has as an operational goal the acquisition of 
sufficient revenues to cover programmatic expenses, including debt service and the provision for capital 
improvements.  When revenues exceed expenses, the excess revenues are reflected in a fund balance (or 
net assets) category and may be used for any lawful purpose consistent with the Series 2015 Participant’s 
charitable purposes.  When revenues are not sufficient to cover expenses, the Series 2015 Participant must 
cover the deficit from fund reserves or other assets or reduce its services and expenses to match its 
income.  Trustees or members of the Board of Directors of a Series 2015 Participant typically serve 
without remuneration, though expenses associated with attendance at board meetings or other official 
board functions may be reimbursed. 

Each of the Series 2015 Participants owns and/or leases and operates one or more facilities, 
including the Series 2015 Facilities as described in Appendix A, in the State, to provide services to 
individuals who are developmentally disabled or have other special needs.  Each of the Series 2015 
Participants has represented that it has the appropriate licenses and authority to provide its services under 
State statutes.  The Series 2015 Participants all currently have one or more contracts or approved 
reimbursement arrangements with one or more departments of the State, The City of New York or a 
county in the State.  Such contracts or arrangements have been typically for a period of one fiscal year.  
No independent investigation or verification has been made of the status of compliance with State, city, 
county or federal agency standards of licensing and operations of the Series 2015 Participants in order to 
continue to receive payments of State, city, county, and/or federal funds under such contracts or 
arrangements.  The contracts or arrangements provide a substantial portion of the total revenues of each 
of the Series 2015 Participants.  A careful review should be made of Appendix A, Appendix B and 
Appendix C to this Official Statement to determine the creditworthiness of each of the Series 2015 
Participants.  See “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING” herein. 

The Series 2015 Participants have engaged the Program Facilitator to act as the facilitator for the 
InterAgency Council Pooled Loan Program.  For its services, the Series 2015 Participants will pay the 
Program Facilitator a fee of .25% of the principal amount of the Series 2015 Bonds at closing for new 
money loans, a fee of .125% of the principal amount of the Series 2015 Bonds at closing for refunding 
loans and an annual fee of .125% of all outstanding Series 2015 Bonds. The Program Facilitator fee will 
not exceed $15,000 per year for any Series 2015 Participant. Each of the Series 2015 Participants are 
members of the Program Facilitator. 

All of the Series 2015 Facilities financed by the Series 2015 Bonds are covered by PPAs funded 
by OPWDD.  All of the Series 2015 Participants have over 30 years of experience providing services.  
See “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING.” 

Also see “Appendix A - Description of Series 2015 Participants” for a description of which Series 
2015 Participants (i) have Prior Pledges of their respective Pledged Revenues, (ii) own or lease their 



 

-25- 
 

respective Series 2015 Facilities and (iii) will grant mortgages (and the nature of such mortgages) on their 
respective Series 2015 Facilities. 

PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING 

General  

OPWDD provides a portion of the revenues of the Series 2015 Participants through contracts and 
reimbursement arrangements for the provision of their services.  The current methodology used by 
OPWDD in determining the amounts to be paid to the Series 2015 Participants for provision of services is 
set forth below.  Other government funding sources for one or more of the Series 2015 Participants are 
described in “Appendix A - Description of Series 2015 Participants.”   

New York State Office for People with Developmental Disabilities  

 OPWDD is responsible for coordinating services for more than 126,000 New Yorkers with 
developmental disabilities, including intellectual disabilities, cerebral palsy, Down syndrome, autism 
spectrum disorders, and other disabilities. It provides services directly and through a network of 
approximately 700 non-profit “service provider” agencies, with about 80% of services provided by the 
non-profit service provider agencies and 20% provided directly by the State.  Although the community 
residential program statewide has grown from 9,000 community beds in 1980 to over 41,000 community 
beds in 2014, additional development of community services will be required to serve individuals needing 
out-of-home placement who cannot be served within the existing capacity.  Funding for new services is 
distributed through a Request for Services process, and is targeted to the locally identified priority 
services and populations.  Awards are based upon an agency’s demonstrated ability to identify and serve 
the various priority populations.  

OPWDD is charged with developing a comprehensive, cost-effective and integrated system of 
services to serve the full range of needs of persons with developmental disabilities.  OPWDD recently 
reorganized its regional structure in order to implement a consistent approach and culture to the entire 
service system.  There are now five regional offices specifically dedicated to oversee the non-profit 
operations and six regional offices dedicated to the operation and oversight of State provided services. 
Additionally, families who care for nearly 43,000 disabled family members at home are supported by a 
variety of services, including respite, family training, in-home services, and service coordination.  These 
services are provided almost entirely by the non-profit sector. 

In connection with the foregoing, OPWDD is responsible for, among other things, the regulation 
and certification of the Series 2015 Facilities expected to be financed or refinanced with the proceeds of 
the Series 2015 Bonds.  Such regulation and certification includes, among other things, participation in 
the determination as to the need for such Series 2015 Facilities, review of plans and specifications for 
construction/rehabilitation of such Series 2015 Facilities, the right to conduct inspections and program 
audits, and the establishment of a reimbursement rate for an individual’s care. 

 Effective July 1, 2014, OPWDD, in conjunction with the New York State Department of Health 
(“DOH”), implemented a new reimbursement methodology for Intermediate Care Facilities, Supervised 
and Supportive Community Residences (including Individualized Residential Alternatives) and Day 
Habilitation programs. The development of a new methodology was initiated at the request of the Federal 
Centers for Medicare and Medicaid Services (“CMS”) to establish a more rational system that would 
result in uniformity, transparency, predictability and stability. The process of creating the new 
methodology was the result of a two-year collaborative effort among representatives of OPWDD, DOH, 
and provider associations, and with the oversight of CMS. The cost components incorporated in the new 
methodology included: direct care and clinician salaries and hours, employment related expenditures, 
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(i.e., employee benefits, FICA, unemployment, etc.), program support expenditures, administrative costs, 
costs of transportation of service recipients to and from programs, facility operational costs, property 
costs from the PPA, and other factors that can serve as predictors of service hours needed by the 
recipients.  The provider cost data used for the new rates was extracted from the 2011 Consolidated Fiscal 
Reports, which is a report that is submitted annually to OPWDD and other State agencies. The outcome 
of the new methodology potentially results in either of positive or negative change in reimbursement of 
varying degrees for individual agencies; overall the total amount of funding for the service system 
remains the same unless additional funding is added to the system, but is distributed differently. However, 
funding for the capital portion of PPA projects will not change as a result of the new rate methodology.  
The new rates will be phased in over four years, and will include an adjustment in July 2015 based upon 
the 2013 Consolidated Fiscal Reports cost reports.  For a description of the impact of the new 
methodology on each of the Series 2015 Participants, see “Appendix A - Description of Series 2015 
Participants.” As a safety net for providers for whom the transition to a lower reimbursement would be 
difficult to manage, OPWDD/DOH is developing a Vital Access Provider pool to provide financial 
support to assist such providers in creating efficiencies in their operations. 

  Population 

Consistent with its comprehensive Five Year Plan, OPWDD serves a diverse population of 
individuals with developmental disabilities including persons with mental retardation, cerebral palsy, 
autism and epilepsy.  OPWDD’s programs are characterized by two related service systems: a State-
operated institutional system and a community-based system with programs run by both the State and 
voluntary non-profit agencies. 

The State-operated institutional system provides residential care and habilitative services to 
consumers at nine developmental centers and related special population units located throughout the 
State. In 2012 Governor Cuomo issued Executive Order 84 to create the Olmstead Development and 
Implementation Cabinet (the “Olmstead Cabinet”) which is charged with developing a plan consistent 
with New York’s obligations under a United States Supreme Court decision in 1999.  The Olmstead 
ruling held that the State’s services programs and activities for people with disabilities must be 
administered in the most integrated setting appropriate to a person’s needs. In response, OPWDD 
accelerated its plan to move people from institutional to small community settings. Two of these 
institutions, Monroe Developmental Center in Rochester and Wassaic Developmental Center in Wassaic, 
were closed in 2013. As of January 2014, approximately 800 people remain living in OPWDD’s 
developmental centers or specialized units.  The remaining developmental centers will be closed or 
reduced to a total census of 150 by 2017.  

Additionally, during 2013-14 OPWDD initiated a “system transformation” to address the 
principles of the Olmstead Act, as well as the guidance of the Federal Centers for Medicaid and Medicare 
Services (“CMS”).  The effort thus far has resulted in more individuals securing employment through 
supported employment programs operated by the non-profit provider agencies.  As of September 2014, 
approximately 7,400 people are employed.  

 Population Statistics 

The following are actual population statistics for the residential programs for 
intellectually/disabled individuals provided by OPWDD.  Consistent with its plan, the State Operated 
Development Center census as of December 31, 2013 was slightly under 1,000.  (Source: OPWDD):  
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Year 
(as of 3/31) 

State-Operated 
Development 

Centers 
Community 
Residences 

2008 1,593 36,760 
2009 1,500 37,500 
2010 
2011 
2012 
2013 

1,300 
1,300 
1,300 
1,100 

37,500 
39,000 
40,000 
41,077 

2014 800 41,334 
 

The actual expenditures made for the operations and costs of OPWDD for State Fiscal Years 
2009-2010 through 2012-2013 and the projected expenditures for the operations and costs of OPWDD for 
State Fiscal Years 2013-14 and 2014-15 are as follows. (Source: OPWDD):  

Year State Operations Aid to Localities Total Operations Capital 

2009-2010 2,227,012,000  2,138,785,000 4,365,797,000 31,784,000 

2010-2011 2,130,407,000 2,179,873,000 4,310,280,000 24,369,000 

2011-2012 2,009,106,000 2,320,147,000 4,329,253,000 41,719,000 

2012-2013 

2013-2014 

2014-2015 

2,052,554,000 

1,983,243,000 

1,955,006,000 

2,204,415,000 

2,150,192,000 

2,204,667,000 

4,256,969,000 

4,133,435,000 

4,159,673,000 

38,710,000 

43,099,000 

43,099,000 

The funding received by the Series 2015 Participants from OPWDD is appropriated through Aid 
to Localities appropriations. 

Prior Property Approval Process 

Prior to initiating the development of a project to serve developmentally disabled/mentally 
retarded individuals, a not-for-profit provider is required under Title 14, New York State Codes, Rules 
and Regulations Part 620 to complete a Certificate of Need (“CON”) process.  The CON is reviewed by 
the OPWDD Developmental Disabilities Services Office for compliance with local government and 
general State plans for needed development as to type of individuals to be served and the program to be 
provided. 

If CON approval is received and an appropriate program site is identified, a PPA proposal that 
details the capital costs associated with the development of the site is prepared by the provider and 
regional Developmental Disabilities Services Office.  The PPA process, inaugurated in the early 1980’s, 
was developed to satisfy the regulatory requirement for OPWDD and New York State Division of the 
Budget approval of capital costs for program sites.  This regulatory requirement is incorporated in Title 
14, New York State Codes, Rules and Regulations Parts 635, 681, 686, and 690.  The PPA identifies 
funding and financing sources for capital costs and the level and method of reimbursement for such costs. 

Securing PPA approval establishes commitments of the voluntary provider, as well as OPWDD.  
The provider commits to develop the program to serve a specific number of individuals in a specific type 
of facility and program.  OPWDD commits to support the development and operation of the project if it is 
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completed in conformance with the PPA, subject to annual appropriation of sufficient moneys by the 
State Legislature. 

 Commissioner’s Ability to Request a Receiver for a Facility; Security Interests 

Pursuant to the State’s Mental Hygiene Law, facilities, such as the Series 2015 Facilities, are 
required to have an operating certificate issued by the New York State Commissioner of the Office for 
People with Developmental Disabilities (the “Commissioner”).  The Commissioner, upon issuing a notice 
that he or she will revoke or suspend an operating certificate of a residential facility, or he or she will 
disapprove an application for a renewal of such certificate, or prior to suspending an operating certificate 
for up to 60 days, may ask a court to appoint a receiver for the facility in the event that the health, safety 
and welfare of the residents are in jeopardy.  The court shall appoint a receiver, upon making certain 
findings as described in the Mental Hygiene Law, which should be a voluntary association or not-for-
profit corporation approved by the Commissioner and which holds a valid and current operating 
certificate for a facility similar to the one going into receivership.  The Mental Hygiene Law explicitly 
provides that the receiver so appointed shall honor all existing leases, mortgages and chattel mortgages 
that had previously been undertaken as obligations of the owners or operators of the facility.  However, 
such receiver may make application to the appointing court for rescission, reformation or such other relief 
as may be appropriate with respect to executory covenants or provisions of any contractual obligations of 
such owners or operators as may be necessary or appropriate to protect the best interests of the persons 
with developmental disabilities residing within such facility.  It further provides that no security interest 
in any real or personal property comprising the facility, contained within the facility or in any fixture of 
the facility shall be impaired or diminished in priority by the receiver. 

 OPWDD Rights With Respect to Series 2015 Facilities 

In addition to the statutory receivership remedy described above, each Series 2015 Loan 
Agreement provides for a contractual remedy upon the failure of a Series 2015 Participant to operate its 
Series 2015 Facilities in accordance with regulatory standards.  Each Series 2015 Participant has 
covenanted and agreed in its Series 2015 Loan Agreement that in the event that it fails to operate a 
certified program for the developmentally disabled at one or more of its Series 2015 Facilities in 
accordance with the valid operating certificate issued by OPWDD for such Series 2015 Facility, in 
addition to any other legal remedies OPWDD may have, OPWDD shall have the right (after written 
notice and a request to remedy such failure and without resort to judicial proceedings) to use, possess and 
occupy such Series 2015 Facility for the remaining term during which such Series 2015 Participant has 
agreed to operate such certified program at the Series 2015 Facility and, further, may assign such rights to 
another operator.  In such event, OPWDD or any assignee will be required to make the payments owed by 
the Series 2015 Participant under its Series 2015 Loan Agreement with respect to such Series 2015 
Facility as they become due and owing.  See “Appendix D - Summary of Certain Provisions of the Series 
2015 Loan Agreements” for further details of OPWDD’s rights with respect to the Series 2015 Facilities 
and DASNY’s remedy upon an event of default by a Series 2015 Participant under its Series 2015 Loan 
Agreement to request OPWDD to exercise such rights. 
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PART 6 – THE REFUNDING PLAN 

 A portion of the proceeds of the Subseries 2015A-1 Bonds, together with other available funds, if 
any, will be used to refund allocable portions of various series of outstanding bonds issued by DASNY 
and other New York issuers* for the benefit of the Series 2015 Participants.   

 Simultaneously with the issuance and delivery of the Series 2015 Bonds, a portion of the 
proceeds of the Subseries 2015A-1 Bonds  will be deposited in escrow with the various trustees for the 
respective Refunded Bonds and, together with other available funds, if any, will be used (i) in the case of 
Refunded Bonds that are currently callable, to pay the redemption price of and interest due on the such 
Refunded Bonds to their respective redemption dates to occur within 90 days, and (ii) in the case of 
Refunded Bonds to be advance refunded, to purchase direct non-callable obligations of the United States 
of America (the “Defeasance Securities”), the maturing principal and interest on which will be sufficient, 
together with any uninvested cash, to pay the principal or redemption price of and interest due on such 
Refunded Bonds to their respective maturity or redemption dates.  At the time of such deposits, DASNY 
and the other issuers will give the respective trustees irrevocable instructions to give notice of the 
redemption of the Refunded Bonds and, as applicable, to apply (i) the cash or (ii) the maturing principal 
of and interest on the Defeasance Securities, together with any uninvested cash held in escrow, to the 
payment of the principal or redemption price of and interest coming due on the applicable Refunded 
Bonds to their respective maturity or redemption dates. 

PART 7 - ESTIMATED SOURCES AND USES OF FUNDS 

The following table sets forth the estimated sources and uses of proceeds of the Series 2015 
Bonds: 

  Subseries Subseries  
  2015A-1 2015A-2  
  Bonds Bonds  
Estimated Sources of Funds 

 Principal Amount of Series 2015 Bonds  $28,115,000 $1,175,000 
 Net Original Issue Premium (Discount)  1,542,258              0  
 Other Sources   8,244,619              0 
   
Total Sources of Funds  $37,901,877 $1,175,000   

   

 
Estimated Uses of Funds 

 Deposit to Project Loan Fund  9,541,175 138,983 
 Deposit to Escrows for Refunded Bonds  25,534,726 0 
 Deposit to Series 2015 Debt Service Reserve Fund  2,160,840 92,087 
 Underwriter’s Discount   553,420 63,225 
 Costs of Issuance   111,716     880,705        

Total Uses of Funds  $37,901,877  $1,175,000   

                                                      
*  The other New York issuers are comprised of the County of Nassau Industrial Development Agency, the 
County of Westchester Industrial Development Agency, New York City Industrial Development Agency and 
Suffolk County Industrial Development Agency. 
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PART 8 - DASNY 

Background, Purposes and Powers 

DASNY is a body corporate and politic constituting a public benefit corporation.  DASNY was 
created in 1944 to finance and build dormitories at State teachers’ colleges to provide housing for the 
large influx of students returning to college on the G.I. Bill following World War II.  Over the years, the 
State Legislature has expanded DASNY’s scope of responsibilities.  Today, pursuant to the Dormitory 
Authority Act, DASNY is authorized to finance, design, construct or rehabilitate facilities for use by a 
variety of public and private not-for-profit entities. 

DASNY provides financing services to its clients in three major areas: public facilities; not-for-
profit healthcare; and independent higher education and other not-for-profit institutions.  DASNY issues 
State-supported debt, including State Personal Income Tax Revenue Bonds and State Sales Tax Revenue 
Bonds, on behalf of public clients such as The State University of New York, The City University of New 
York, the Departments of Health and Education of the State, the Office of Mental Health, the Office of 
People with Developmental Disabilities, the Office of Alcoholism and Substance Abuse Services, the 
Office of General Services, and the Office of General Services of the State on behalf of the Department of 
Audit and Control.  Other public clients for whom DASNY issues debt include Boards of Cooperative 
Educational Services (“BOCES”), State University of New York, the Workers’ Compensation Board, 
school districts across the State and certain cities and counties that have accessed DASNY for the purpose 
of providing court facilities.  DASNY’s private clients include independent colleges and universities, 
private hospitals, certain private secondary schools, special education schools, facilities for the aged, 
primary care facilities, libraries, museums, research centers and government-supported voluntary 
agencies, among others. 

To carry out its programs, DASNY is authorized to issue and sell negotiable bonds and notes to 
finance the construction of facilities for such institutions, to issue bonds or notes to refund outstanding 
bonds or notes and to lend funds to such institutions.  At December 31, 2014, DASNY had approximately 
$46.5 billion aggregate principal amount of bonds and notes outstanding.  DASNY also is authorized to 
make tax-exempt leases, with its Tax-Exempt Leasing Program (TELP).  As part of its operating 
activities, DASNY also administers a wide variety of grants authorized by the State for economic 
development, education and community improvement and payable to both public and private grantees 
from proceeds of State Personal Income Tax Revenue Bonds issued by DASNY. 

DASNY is a conduit debt issuer.  Under existing law, and assuming continuing compliance with 
tax law, interest on most bonds and notes issued by DASNY has been determined to be excludable from 
gross income for federal tax purposes under Section 103 of the Internal Revenue Code of 1986, as 
amended.  All of DASNY’s outstanding bonds and notes, both fixed and variable rate, are special 
obligations of DASNY payable solely from payments required to be made by or for the account of the 
client institution for which the particular special obligations were issued.  DASNY has no obligation to 
pay its special obligations other than from such payments.  DASNY has always paid the principal of and 
interest on all of its obligations on time and in full; however, as a conduit debt issuer, payments on 
DASNY’s special obligations are solely dependent upon payments made by DASNY’s client for which 
the particular special obligations were issued and the security provisions relating thereto. 

DASNY also offers a variety of construction services to certain educational, governmental and 
not-for-profit institutions in the areas of project planning, design and construction, monitoring project 
construction, purchasing of furnishings and equipment for projects, interior design of projects and 
designing and managing projects to rehabilitate older facilities. 
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In connection with the powers described above, DASNY has the general power to acquire real 
and personal property, give mortgages, make contracts, operate certain facilities and fix and collect 
rentals or other charges for their use, contract with the holders of its bonds and notes as to such rentals 
and charges, borrow money and adopt a program of self-insurance. 

DASNY has a staff of approximately 520 employees located in three main offices (Albany, New 
York City and Buffalo) and at approximately 55 field sites across the State. 

Governance 

DASNY is governed by an eleven-member board.  Board members include the Commissioner of 
Education of the State, the Commissioner of Health of the State, the State Comptroller or one member 
appointed by him or her who serves until his or her successor is appointed, the Director of the Budget of 
the State, one member appointed by the Temporary President of the State Senate, one member appointed 
by the Speaker of the State Assembly and five members appointed by the Governor, with the advice and 
consent of the Senate, for terms of three years.  The Commissioner of Education of the State, the 
Commissioner of Health of the State and the Director of the Budget of the State each may appoint a 
representative to attend and vote at DASNY meetings.  The members of DASNY serve without 
compensation, but are entitled to reimbursement of expenses incurred in the performance of their duties.  
One of the appointments to the Board by the Governor is currently vacant.   

The Governor of the State appoints a Chair from the members appointed by him or her and the 
members of DASNY annually choose the following officers, of which the first two must be members of 
DASNY: Vice-Chair, Secretary, Treasurer, Assistant Secretaries and Assistant Treasurers. 

The current members of DASNY are as follows: 

ALFONSO L. CARNEY, JR., Chair, New York. 

Alfonso L. Carney, Jr. was reappointed as a Member of DASNY by the Governor on June 19, 
2013. Mr. Carney is a principal of Rockwood Partners, LLC, which provides medical consulting services 
in New York City. He has served as Acting Chief Operating Officer and Corporate Secretary for the 
Goldman Sachs Foundation in New York where, working with the President of the Foundation, he 
managed the staff of the Foundation, provided strategic oversight of the administration, communications 
and legal affairs teams, and developed selected Foundation program initiatives. Mr. Carney has held 
senior level legal positions with Altria Group Inc., Philip Morris Companies Inc., Philip Morris 
Management Corporation, Kraft Foods, Inc. and General Foods Corporation. Mr. Carney holds a 
Bachelor’s degree in philosophy from Trinity College and a Juris Doctor degree from the University of 
Virginia School of Law. His current term expires on March 31, 2016.  

JOHN B. JOHNSON, JR., Vice-Chair, Watertown. 

John B. Johnson, Jr. was reappointed as a Member of DASNY by the Governor on June 19, 2013.  
Mr. Johnson is Chairman of the Board of the Johnson Newspaper Corporation, which publishes the 
Watertown Daily Times, Batavia Daily News, Malone Telegram, Catskill Daily Mail, Hudson Register 
Star, Ogdensburg Journal, Massena-Potsdam Courier Observer, seven weekly newspapers and three 
shopping newspapers.  He holds a Bachelor’s degree from Vanderbilt University, and Master’s degrees in 
Journalism and Business Administration from the Columbia University Graduate School of Journalism 
and Business.  Mr. Johnson was awarded an Honorary Doctor of Science degree from Clarkson 
University.  Mr. Johnson’s term expires on March 31, 2016. 



 

-32- 
 

SANDRA M. SHAPARD, Secretary, Delmar. 

Sandra M. Shapard was appointed as a Member of DASNY by the State Comptroller on January 
21, 2003.  Ms. Shapard served as Deputy Comptroller for the Office of the State Comptroller from 1995 
until her retirement in 2001, during which time she headed the Office of Fiscal Research and Policy 
Analysis and twice served as Acting First Deputy Comptroller. Previously, Ms. Shapard held the 
positions of Deputy Director and First Deputy Director for the New York State Division of the Budget 
from 1991 to 1994.  She began her career in New York State government with the Assembly where she 
held the positions of Staff Director of the Office of Counsel to the Majority, Special Assistant to the 
Speaker, and Deputy Director of Budget Studies for the Committee on Ways and Means.  A graduate of 
Mississippi University for Women, Ms. Shapard received a Masters of Public Administration from 
Harvard University, John F. Kennedy School of Government, where she has served as visiting lecturer, 
and has completed graduate work at Vanderbilt University. 

JONATHAN H. GARDNER, Esq., Buffalo. 

Jonathan H. Gardner was appointed as a Member of DASNY by the Governor on June 17, 2014.  
Mr. Gardner is a partner of the law firm Kavinoky Cook, LLP in Buffalo, New York.  His practice areas 
include corporate and securities law, commercial transactions, private placements, venture capital 
financing and business combinations representing private and public companies.  Mr. Gardner is also an 
adjunct professor at the University of Buffalo Law School.  He holds a Bachelor of Arts degree from 
Brown University and a Juris Doctor degree from the University of Chicago Law School.  Mr. Gardner’s 
term expires on March 31, 2015. 

BERYL L. SNYDER, J.D., New York. 

Beryl L. Snyder was reappointed as a member of DASNY by the Governor on June 19, 2013.  
Ms. Snyder is a principal in HBJ Investments, LLC, an investment company where her duties include 
evaluation and analysis of a wide variety of investments in, among other areas: fixed income, equities, 
alternative investments and early stage companies.  She holds a Bachelor of Arts degree in History from 
Vassar College and a Juris Doctor degree from Rutgers University.  Her current term expires on August 
31, 2016. 

GERARD ROMSKI, Esq., Mount Kisco. 

Gerard Romski was reappointed as a Member of DASNY by the Temporary President of the 
State Senate on June 21, 2012.  He is Counsel and Project Executive for “Arverne by the Sea,” where he 
is responsible for advancing and overseeing all facets of “Arverne by the Sea,” one of New York City’s 
largest mixed-use developments located in Queens, New York.  Mr. Romski is also of counsel to the New 
York City law firm of Rich, Intelisano & Katz, LLP.  Mr. Romski holds a Bachelor of Arts degree from 
the New York Institute of Technology and a Juris Doctor degree from Brooklyn Law School. 

ROMAN B. HEDGES, Ph.D., Delmar. 

Roman B. Hedges was appointed as a Member of DASNY by the Speaker of the State Assembly 
on February 24, 2003.  Dr. Hedges serves on the Legislative Advisory Task Force on Demographic 
Research and Reapportionment.  He is the former Deputy Secretary of the New York State Assembly 
Committee on Ways and Means.  He was an Associate Professor of Political Science and Public Policy at 
the State University of New York at Albany where he taught graduate and undergraduate courses in 
American politics, research methodology, and public policy.  Dr. Hedges previously served as the 
Director of Fiscal Studies of the Assembly Committee on Ways and Means.  Dr. Hedges holds a Doctor 
of Philosophy and a Master of Arts degree from the University of Rochester and a Bachelor of Arts 
degree from Knox College. 
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ELIZABETH BERLIN, Acting Commissioner of Education of the State of New York, Bethlehem; 
ex-officio. 

Elizabeth Berlin was appointed by the Board of Regents to serve as Acting Commissioner of 
Education on January 3, 2015.  As Acting Commissioner of Education, Ms. Berlin serves as Executive 
Deputy Commissioner of the State Education Department, part of the University of the State of New 
York, which is comprised of public and non-public elementary and secondary schools, public and 
independent colleges and universities, libraries, museums, broadcasting facilities, historical repositories, 
proprietary schools and services for children and adults with disabilities.  Formerly, Ms. Berlin served as 
the Executive Deputy Commissioner of the New York State Office of Temporary and Disability 
Assistance.  Prior thereto she served as Commissioner of the Albany County Department of Social 
Services. Ms. Berlin holds a Bachelor of Arts degree from Siena College. 

HOWARD A. ZUCKER, M.D., J.D., Acting Commissioner of Health of the State of New York, 
Albany; ex-officio. 

Howard A. Zucker, M.D., J.D., was appointed Acting Commissioner of Health on May 5, 2014.  
Prior to his appointment he served as First Deputy Commissioner leading the state Department of 
Health’s preparedness and response initiatives in natural disasters and emergencies.  Before joining the 
state Department of Health, Dr. Zucker was professor of Clinical Anesthesiology at Albert Einstein 
College of Medicine of Yeshiva University and a pediatric cardiac anesthesiologist at Montefiore Medical 
Center.  He was also an adjunct professor at Georgetown University Law School where he taught 
biosecurity law.  Dr. Zucker earned his medical degree from George Washington University School of 
Medicine.  He also holds a J.D. from Fordham University School of Law and a LL.M. from Columbia 
Law School. 

MARY BETH LABATE, Budget Director of the State of New York, Albany; ex-officio. 

Mary Beth Labate was appointed Budget Director on January 16, 2015.  She is responsible for the 
overall development and management of the State’s fiscal policy, including overseeing the preparation of 
budget recommendations for all State agencies and programs, economic and revenue forecasting, tax 
policy, fiscal planning, capital financing and management of the State’s debt portfolio.  Ms. Labate 
previously served as First Deputy Budget Director where she was responsible for managing the day to day 
operations of the Division of the Budget and playing a lead role in negotiating, establishing and executing 
the State Budget.  Prior thereto, she held leadership positions at the Division of the Budget, the New York 
State Office of Parks, Recreation and Historic Preservation, and the New York State Division of Housing 
and Community Renewal.  Ms. Labate holds a Bachelor of Arts degree from the University of Notre 
Dame and a Masters degree in Public Administration from the Rockefeller School of Public Affairs 

The principal staff of DASNY is as follows: 

PAUL T. WILLIAMS, JR. is the President and chief executive officer of DASNY. Mr. Williams 
is responsible for the overall management of DASNY’s administration and operations.  Prior to joining 
DASNY, Mr. Williams spent the majority of his career in law including 15 years as a founding partner in 
Wood, Williams, Rafalsky & Harris, where he helped to develop a national bond counsel practice, then as 
a partner in Bryan Cave LLP, where he counseled corporate clients in a range of areas.  Mr. Williams 
later left the practice of law to help to establish a boutique Wall Street investment banking company 
where he served as president for several years.  Throughout his career, Mr. Williams has made significant 
efforts to support diversity and promote equal opportunity, including his past service as president of One 
Hundred Black Men, Inc. and chairman of the Eagle Academy Foundation.  Mr. Williams is licensed to 
practice law in the State of New York and holds a Bachelor’s degree from Yale University and a Juris 
Doctor degree from Columbia University School of Law. 
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MICHAEL T. CORRIGAN is the Vice President of DASNY, and assists the President in the 
administration and operation of DASNY.  Mr. Corrigan came to DASNY in 1995 as Budget Director, and 
served as Deputy Chief Financial Officer from 2000 until 2003.  He began his government service career 
in 1983 as a budget analyst for Rensselaer County and served as the County’s Budget Director from 1986 
to 1995.  Immediately before coming to DASNY, he served as the appointed Rensselaer County 
Executive for a short period.  Mr. Corrigan holds a Bachelor’s degree in Economics from the State 
University of New York at Plattsburgh and a Master’s degree in Business Administration from the 
University of Massachusetts. 

PORTIA LEE is the Managing Director of Public Finance and Portfolio Monitoring.  She is 
responsible for supervising and directing DASNY bond issuance in the capital markets, implementing and 
overseeing financing programs, overseeing DASNY’s compliance with continuing disclosure 
requirements and monitoring the financial condition of existing DASNY clients.  Ms. Lee previously 
served as Senior Investment Officer at the New York State Comptroller’s Office where she was 
responsible for assisting in the administration of the long-term fixed income portfolio of the New York 
State Common Retirement Fund, as well as the short-term portfolio, and the Securities Lending Program.  
From 1995 to 2005, Ms. Lee worked at Moody’s Investors Service where she most recently served as 
Vice President and Senior Credit Officer in the Public Finance Housing Group.  She holds a Bachelor’s 
degree from the State University of New York at Albany. 

LINDA H. BUTTON is the Acting Chief Financial Officer and Treasurer of DASNY.  Ms. 
Button oversees and directs the activities of the Office of Finance.  She is responsible for supervising 
DASNY’s investment program, general accounting, accounts payable, accounts receivable and financial 
reporting functions, as well as the development and implementation of financial policies, financial 
management systems and internal controls for financial reporting.  Ms. Button has served in various 
capacities at DASNY over a long career, most recently as Director, Financial Management in the Office 
of Finance.  She holds a Bachelor of Business Administration degree in Accounting from Siena College. 

MICHAEL E. CUSACK is General Counsel to DASNY.  Mr. Cusack is responsible for all legal 
services including legislation, litigation, contract matters and the legal aspects of all DASNY financings.  
He is licensed to practice law in the State of New York and the Commonwealth of Massachusetts, as well 
as the United States District Court for the Northern District of New York.  Mr. Cusack has over twenty 
years of combined legal experience, including management of an in-house legal department and external 
counsel teams (and budgets) across a five-state region.  He most recently served as of counsel to the 
Albany, New York law firm of Young/Sommer, LLC, where his practice included representation of 
upstate New York municipalities, telecommunications service providers in the siting of public 
utility/personal wireless service facilities and other private sector clients.  He holds a Bachelor of Science 
degree from Siena College and a Juris Doctor degree from Albany Law School of Union University. 

STEPHEN D. CURRO, P.E. is the Managing Director of Construction.  Mr. Curro is responsible 
for DASNY’s construction groups, including design, project management, purchasing, contract 
administration, interior design, and engineering and other technology services.  Mr. Curro joined DASNY 
in 2001 as Director of Technical Services, and most recently served as Director of Construction Support 
Services.  He is a registered Professional Engineer in New York and has worked in the construction 
industry for more than 30 years.  He holds a Bachelor of Science in Civil Engineering from the University 
of Rhode Island, a Master of Engineering in Structural Engineering from Rensselaer Polytechnic Institute 
and a Master of Business Administration from Rensselaer Polytechnic Institute’s Lally School of 
Management. 

 



 

-35- 
 

Claims and Litigation 

Although certain claims and litigation have been asserted or commenced against DASNY, 
DASNY believes that such claims and litigation either are covered by insurance or by bonds filed with 
DASNY, or that DASNY has sufficient funds available or the legal power and ability to seek sufficient 
funds to meet any such claims or judgments resulting from such matters. 

 
Other Matters 

New York State Public Authorities Control Board 

The New York State Public Authorities Control Board (the “PACB”) has authority to approve the 
financing and construction of any new or reactivated projects proposed by DASNY and certain other 
public authorities of the State.  The PACB approves the proposed new projects only upon its 
determination that there are commitments of funds sufficient to finance the acquisition and construction 
of the projects.  DASNY obtains the approval of the PACB for the issuance of all of its bonds and notes. 

Legislation 

From time to time, bills are introduced into the State Legislature which, if enacted into law, 
would affect DASNY and its operations.  DASNY is not able to represent whether such bills will be 
introduced or become law in the future.  In addition, the State undertakes periodic studies of public 
authorities in the State (including DASNY) and their financing programs.  Any of such periodic studies 
could result in proposed legislation which, if adopted, would affect DASNY and its operations. 

Environmental Quality Review 

DASNY complies with the New York State Environmental Quality Review Act and with the New 
York State Historic Preservation Act of 1980, and the respective regulations promulgated thereunder to 
the extent such acts and regulations are applicable. 

Independent Auditors 

The accounting firm of KPMG LLP audited the financial statements of DASNY for the fiscal 
year ended March 31, 2014.  Copies of the most recent audited financial statements are available upon 
request at the offices of DASNY. 

PART 9 - LEGALITY OF THE SERIES 2015 BONDS 
FOR INVESTMENT AND DEPOSIT 

Under New York State law, the Series 2015 Bonds are securities in which all public officers and 
bodies of the State and all municipalities and municipal subdivisions, all insurance companies and 
associations, all savings banks and savings institutions, including savings and loan associations, 
administrators, guardians, executors, trustees, committees, conservators and other fiduciaries in the State 
may properly and legally invest funds in their control. 

The Series 2015 Bonds may be deposited with the State Comptroller to secure deposits of State 
moneys in banks, trust companies and industrial banks. 
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PART 10 - NEGOTIABLE INSTRUMENTS 

The Series 2015 Bonds are negotiable instruments as provided in the Act, subject to the 
provisions for registration and transfer contained in the Resolution, the Series 2015 Resolution and in the 
Series 2015 Bonds. 

PART 11 - TAX MATTERS 

Subseries 2015A-1 Bonds 

Opinion of Bond Counsel 

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to DASNY, under existing 
statutes and court decisions and assuming continuing compliance with certain tax covenants described 
herein, (i) interest on the Subseries 2015A-1 Bonds is excluded from gross income for Federal income tax 
purposes pursuant to Section 103 of the  Internal Revenue Code of 1986, as amended (the “Code”), and 
(ii) interest on the Subseries 2015A-1 Bonds is not treated as a preference item in calculating the 
alternative minimum tax imposed on individuals and corporations under the Code; such interest, however, 
is included in the adjusted current earnings of certain corporations for purposes of calculating the 
alternative minimum tax imposed on such corporations.  In rendering its opinion, Bond Counsel has relied 
on certain representations, certifications of fact, and statements of reasonable expectations made by 
DASNY, each of the Series 2015 Participants, as applicable, the Program Facilitator, and others, and 
Bond Counsel has assumed compliance by DASNY, and each of the Series 2015 Participants, as 
applicable, with certain ongoing covenants to comply with applicable requirements of the Code to assure 
the exclusion of interest on the Subseries 2015A-1 Bonds from gross income under Section 103 of the 
Code.  In addition, in rendering its opinion, Bond Counsel has relied on the opinion of counsel to the 
Series 2015 Participants regarding, among other matters, the current qualifications of the Series 2015 
Participants as organizations described in Section 501(c)(3) of the Code. 

In addition, in the opinion of Bond Counsel, under existing statutes, interest on the Subseries 
2015A-1 Bonds is exempt from personal income taxes imposed by the State of New York or any political 
subdivision thereof, including The City of New York. 

Bond Counsel expresses no opinion regarding any other Federal or state tax consequences with 
respect to the Series 2015 Bonds.  Bond Counsel renders its opinion under existing statutes and court 
decisions as of the issue date, and assumes no obligation update, revise or supplement its opinion to 
reflect any action hereafter taken or not taken, or any facts or circumstances that may hereafter come to its 
attention, or changes in law or in interpretations thereof that may hereafter occur, or for any other reason.  
Bond Counsel expresses no opinion on the effect of any action hereafter taken or not taken in reliance 
upon an opinion of other counsel on the exclusion from gross income for Federal income tax purposes of 
interest on the Subseries 2015A-1 Bonds, or under state and local tax law. 

Reference is made to Appendix G hereto for the proposed form of the approving opinion, in 
substantially final form, expected to be rendered by Hawkins Delafield & Wood LLP, Bond Counsel to 
the Authority, in connection with the issuance of the Series 2015 Bonds. 

Certain Ongoing Federal Tax Requirements and Covenants 

The Code establishes certain ongoing requirements that must be met subsequent to the issuance 
and delivery of the Subseries 2015A-1 Bonds in order that interest on the Subseries 2015A-1 Bonds be 
and remain excluded from gross income under Section 103 of the Code.  These requirements include, but 
are not limited to, requirements relating to use and expenditure of gross proceeds of the Subseries 
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2015A-1 Bonds, yield and other restrictions on investments of gross proceeds, and the arbitrage rebate 
requirement that certain excess earnings on gross proceeds be rebated to the Federal government.  
Noncompliance with such requirements may cause interest on the Subseries 2015A-1 Bonds to become 
included in gross income for Federal income tax purposes retroactive to their issue date, irrespective of 
the date on which such noncompliance occurs or is discovered.  DASNY and the Series 2015 Participants, 
as applicable, have covenanted to comply with certain applicable requirements of the Code to assure the 
exclusion of interest on the Subseries 2015A-1 Bonds from gross income under Section 103 of the Code.* 

Certain Collateral Federal Tax Consequences 

The following is a brief discussion of certain collateral Federal income tax matters with respect to 
the Subseries 2015A-1 Bonds.  It does not purport to address all aspects of Federal taxation that may be 
relevant to a particular owner of a Subseries 2015A-1 Bond.  Prospective investors, particularly those 
who may be subject to special rules, are advised to consult their own tax advisors regarding the Federal 
tax consequences of owning and disposing of the Subseries 2015A-1 Bonds. 

Prospective owners of the Subseries 2015A-1 Bonds should be aware that the ownership of such 
obligations may result in collateral Federal income tax consequences to various categories of persons, 
such as corporations (including S corporations and foreign corporations), financial institutions, property 
and casualty and life insurance companies, individual recipients of Social Security and railroad retirement 
benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed to have 
incurred or continued indebtedness to purchase or carry obligations the interest on which is excluded from 
gross income for Federal income tax purposes.  Interest on the Subseries 2015A-1 Bonds may be taken 
into account in determining the tax liability of foreign corporations subject to the branch profits tax 
imposed by Section 884 of the Code. 

Original Issue Discount 

“Original issue discount” (“OID”) is the excess of the sum of all amounts payable at the stated 
maturity of a Subseries 2015A-1 Bond (excluding certain “qualified stated interest” that is 
unconditionally payable at least annually at prescribed rates) over the issue price of that maturity.  In 
general, the “issue price” of a maturity means the first price at which a substantial amount of the 
Subseries 2015A-1 Bonds of that maturity was sold (excluding sales to bond houses, brokers, or similar 
persons acting in the capacity as underwriters, placement agents, or wholesalers).  In general, the issue 
price for each maturity of Subseries 2015A-1 Bonds is expected to be the initial public offering price set 
forth on the inside cover page of this Official Statement.  Bond Counsel further is of the opinion that, for 
any Subseries 2015A-1 Bonds having OID (a “Discount Bond”), OID that has accrued and is properly 
allocable to the owners of the Discount Bonds under Section 1288 of the Code is excludable from gross 
income for Federal income tax purposes to the same extent as other interest on the Subseries 2015A-1 
Bonds.   

In general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant 
yield method, based on periodic compounding of interest over prescribed accrual periods using a 
compounding rate determined by reference to the yield on that Discount Bond.  An owner’s adjusted basis 
in a Discount Bond is increased by accrued OID for purposes of determining gain or loss on sale, 
exchange, or other disposition of such bond.  Accrued OID may be taken into account as an increase in 

                                                      
*  Such covenants include agreements with respect to the use and disposition of certain facilities not being 
financed or refinanced with proceeds of the Series 2015 Bonds and not constituting a part of the Project.  See 
“PART 12 - BONDHOLDER RISKS - Effect of Changes in Tax-Exempt Status; Continued Legal Requirements of 
Tax-Exempt Status.”  
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the amount of tax-exempt income received or deemed to have been received for purposes of determining 
various other tax consequences of owning a Discount Bond even though there will not be a corresponding 
cash payment. 

Owners of Discount Bonds should consult their own tax advisors with respect to the treatment of 
original issue discount for Federal income tax purposes, including various special rules relating thereto, 
and the state and local tax consequences of acquiring, holding, and disposing of Discount Bonds. 

Bond Premium 

In general, if an owner acquires a Subseries 2015A-1 Bond for a purchase price (excluding 
accrued interest) or otherwise at a tax basis that reflects a premium over the sum of all amounts payable 
on the Subseries 2015A-1 Bond after the acquisition date (excluding certain “qualified stated interest” 
that is unconditionally payable at least annually at prescribed rates), that premium constitutes “bond 
premium” on that Subseries 2015A-1 Bond (a “Premium Bond”).  In general, under Section 171 of the 
Code, an owner of a Premium Bond must amortize the bond premium over the remaining term of the 
Premium Bond, based on the owner’s yield over the remaining term of the Premium Bond determined 
based on constant yield principles (in certain cases involving a Premium Bond callable prior to its stated 
maturity date, the amortization period and yield may be required to be determined on the basis of an 
earlier call date that results in the lowest yield on such bond).  An owner of a Premium Bond must 
amortize the bond premium by offsetting the qualified stated interest allocable to each interest accrual 
period under the owner’s regular method of accounting against the bond premium allocable to that period.  
In the case of a tax-exempt Premium Bond, if the bond premium allocable to an accrual period exceeds 
the qualified stated interest allocable to that accrual period, the excess is a nondeductible loss.  Under 
certain circumstances, the owner of a Premium Bond may realize a taxable gain upon disposition of the 
Premium Bond even though it is sold or redeemed for an amount less than or equal to the owner’s original 
acquisition cost.  Owners of any Premium Bonds should consult their own tax advisors regarding the 
treatment of bond premium for Federal income tax purposes, including various special rules relating 
thereto, and state and local tax consequences, in connection with the acquisition, ownership, amortization 
of bond premium on, sale, exchange, or other disposition of Premium Bonds. 

Information Reporting and Backup Withholding 

Information reporting requirements apply to interest paid on tax-exempt obligations, including the 
Subseries 2015A-1 Bonds.  In general, such requirements are satisfied if the interest recipient completes, 
and provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and 
Certification,” or if the recipient is one of a limited class of exempt recipients.  A recipient not otherwise 
exempt from information reporting who fails to satisfy the information reporting requirements will be 
subject to “backup withholding,” which means that the payor is required to deduct and withhold a tax 
from the interest payment, calculated in the manner set forth in the Code.  For the foregoing purpose, a 
“payor” generally refers to the person or entity from whom a recipient receives its payments of interest or 
who collects such payments on behalf of the recipient. 

If an owner purchasing a Subseries 2015A-1 Bond through a brokerage account has executed a 
Form W-9 in connection with the establishment of such account, as generally can be expected, no backup 
withholding should occur.  In any event, backup withholding does not affect the excludability of the 
interest on the Subseries 2015A-1 Bonds from gross income for Federal income tax purposes.  Any 
amounts withheld pursuant to backup withholding would be allowed as a refund or a credit against the 
owner’s Federal income tax once the required information is furnished to the Internal Revenue Service. 
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Miscellaneous 

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the 
Federal or state level, may adversely affect the tax-exempt status of interest on the Subseries 2015A-1 
Bonds under Federal or state law or otherwise prevent beneficial owners of the Subseries 2015A-1 Bonds 
from realizing the full current benefit of the tax status of such interest.  In addition, such legislation or 
actions (whether currently proposed, proposed in the future, or enacted) and such decisions could affect 
the market price or marketability of the Subseries 2015A-1 Bonds.  For example, the Fiscal Year 2015 
Budget proposed on March 4, 2014, by the Obama Administration recommends a 28% limitation on “all 
itemized deductions, as well as other tax benefits” including “tax-exempt interest.”  The net effect of such 
proposal, if enacted into law, would be that an owner of a Subseries 2015A-1 Bond with a marginal tax 
rate in excess of 28% would pay some amount of federal income tax with respect to the interest on such 
Subseries 2015A-1 Bond.  Similarly, on February 26, 2014, Dave Camp, Chairman of the United States 
House Ways and Means Committee, released a discussion draft of a proposed bill which would 
significantly overhaul the Code, including the repeal of many deductions; changes to the marginal tax 
rates; elimination of tax-exempt treatment of interest for certain bonds issued after 2014; and a provision 
similar to the 28% limitation on tax-benefit items described above (at 25%) which, as to certain high 
income taxpayers, effectively would impose a 10% surcharge on their “modified adjusted gross income,” 
defined to include tax-exempt interest received or accrued on all bonds, regardless of issue date. 

Prospective purchasers of the Subseries 2015A-1 Bonds should consult their own tax advisors 
regarding the foregoing matters. 

Subseries 2015A-2 Bonds 

General 

The following discussion is a summary of the principal United States Federal income tax 
consequences of the acquisition, ownership and disposition of the Subseries 2015A-2 Bonds by original 
purchasers thereof who are U.S. Holders (as defined below).  This summary is based on the Code, 
Treasury regulations, revenue rulings and court decisions, all as now in effect and all subject to change at 
any time, possibly with retroactive effect.  This summary assumes that the Subseries 2015A-2 Bonds will 
be held as “capital assets” under the Code, and it does not discuss all of the United States Federal income 
tax consequences that may be relevant to a holder in light of its particular circumstances or to holders 
subject to special rules, such as insurance companies, financial institutions, tax-exempt organizations, 
dealers in securities or foreign currencies, persons holding any Subseries 2015A-2 Bonds as a position in 
a “hedge” or “straddle” for United States Federal income tax purposes, holders whose functional currency 
(as defined in Section 985 of the Code) is not the United States dollar, holders who acquire Subseries 
2015A-2 Bonds in the secondary market, or individuals, estates and trusts subject to the tax on unearned 
income imposed by Section 1411 of the Code.  Each prospective purchaser of Subseries 2015A-2 Bonds 
should consult with its own tax advisor concerning the United States Federal income tax and other tax 
consequences to it of the acquisition, ownership and disposition of Subseries 2015A-2 Bonds as well as 
any tax consequences that may arise under the laws of any state, local or foreign tax jurisdiction. 

As used herein, the term “U.S. Holder” means a beneficial owner of a Subseries 2015A-2 Bond 
that is for United States Federal income tax purposes (i) a citizen or resident of the United States, (ii) a 
corporation, partnership or other entity created or organized in or under the laws of the United States or of 
any political subdivision thereof, (iii) an estate the income of which is subject to United States Federal 
income taxation regardless of its source or (iv) a trust whose administration is subject to the primary 
jurisdiction of a United States court and which has one or more United States fiduciaries who have the 
authority to control all substantial decisions of the trust. 
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U.S. Holders – Interest Income 

In the opinion of Bond Counsel, under existing statutes, interest and original issue discount (as 
defined below) on the Subseries 2015A-2 Bonds (i) are included in gross income for United States 
Federal income tax purposes and (ii) are exempt from personal income taxes imposed by the State of New 
York or any political subdivision thereof, including The City of New York. 

Original Issue Discount 

For United States Federal income tax purposes, a Subseries 2015A-2 Bond will be treated as 
issued with OID if the excess of a Subseries 2015A-2 Bond’s “stated redemption price at maturity” over 
its “issue price” equals or exceeds a statutorily determined de minimis amount.  The “issue price” of each 
Subseries 2015A-2 Bond in a particular issue equals the first price at which a substantial amount of such 
issue is sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in 
the capacity of underwriters, placement agents or wholesalers).  The “stated redemption price at maturity” 
of a Subseries 2015A-2 Bond is the sum of all payments provided by such Subseries 2015A-2 Bond other 
than “qualified stated interest” payments.  The term “qualified stated interest” generally means stated 
interest that is unconditionally payable in cash or property (other than debt instruments of the issuer) at 
least annually at a single fixed rate.  In general, if the excess of a Subseries 2015A-2 Bond’s stated 
redemption price at maturity over its issue price is less than 0.25 percent of the Subseries 2015A-2 
Bond’s stated redemption price at maturity multiplied by the number of complete years to its maturity (the 
“de minimis amount”), then such excess, if any, constitutes de minimis OID, and the Subseries 2015A-2 
Bond is not treated as being issued with OID and all payments of stated interest (including stated interest 
that would otherwise be characterized as OID) is treated as qualified stated interest, as described below. 

Payments of qualified stated interest on a Subseries 2015A-2 Bond are taxable to a U.S. Holder as 
ordinary interest income at the time such payments are accrued or are received in accordance with the 
U.S. Holder’s regular method of tax accounting.  A U.S. Holder of a Subseries 2015A-2 Bond having a 
maturity of more than one year from its date of issue generally must include OID in income as ordinary 
interest as it accrues on a constant-yield method in advance of receipt of the cash payments attributable to 
such income, regardless of such U.S. Holder’s regular method of tax accounting.  The amount of OID 
included in income by the U.S. Holder of a Subseries 2015A-2 Bond is the sum of the daily portions of 
OID with respect to such Subseries 2015A-2 Bond for each day during the taxable year (or portion of the 
taxable year) on which such U.S. Holder held such Subseries 2015A-2 Bond.  The daily portion of OID 
on any Subseries 2015A-2 Bond is determined by allocating to each day in any “accrual period” a ratable 
portion of the OID allocable to the accrual period.  All accrual periods with respect to a Subseries 2015A-
2 Bond may be of any length and the accrual periods may vary in length over the term of the Subseries 
2015A-2 Bond, provided that each accrual period is no longer than one year and each scheduled payment 
of principal or interest occurs either on the first or final day of an accrual period.  The amount of OID 
allocable to an accrual period is generally equal to the difference between (i) the product of the Subseries 
2015A-2 Bond’s “adjusted issue price” at the beginning of such accrual period and such Subseries 
2015A-2 Bond’s yield to maturity (determined on the basis of compounding at the close of each accrual 
period and appropriately adjusted to take into account the length of the particular accrual period) and (ii) 
the amount of any qualified stated interest payments allocable to such accrual period.  The “adjusted issue 
price” of a Subseries 2015A-2 Bond at the beginning of any accrual period is the issue price of the 
Subseries 2015A-2 Bond plus the amount of accrued OID includable in income for all prior accrual 
periods minus the amount of any prior payments on the Subseries 2015A-2 Bond other than qualified 
stated interest payments.  The amount of OID allocable to an initial short accrual period may be computed 
using any reasonable method if all other accrual periods other than a final short accrual period are of 
equal length.  The amount of OID allocable to the final accrual period is the difference between (i) the 
amount payable at the maturity of the Subseries 2015A-2 Bond (other than a payment of qualified stated 
interest) and (ii) the Subseries 2015A-2 Bond’s adjusted issue price as of the beginning of the final 
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accrual period.  Under the OID rules, U.S. Holders generally will have to include in income increasingly 
greater amounts of OID in successive accrual periods. 

A U.S. Holder may elect to include in gross income all interest that accrues on a Subseries 
2015A-2 Bond using the constant-yield method described above under the heading “Original Issue 
Discount,” with the modifications described below.  For purposes of this election, interest includes, 
among other things, stated interest, OID and de minimis OID, as adjusted by any amortizable bond 
premium described below under the heading “Bond Premium.”  In applying the constant-yield method to 
a Subseries 2015A-2 Bond with respect to which this election has been made, the issue price of the 
Subseries 2015A-2 Bond will equal its cost to the electing U.S. Holder, the issue date of the Subseries 
2015A-2 Bond will be the date of its acquisition by the electing U.S. Holder, and no payments on the 
Subseries 2015A-2 Bond will be treated as payments of qualified stated interest.  The election will 
generally apply only to the Subseries 2015A-2 Bond with respect to which it is made and may not be 
revoked without the consent of the Internal Revenue Service.  If this election is made with respect to a 
Subseries 2015A-2 Bond with amortizable bond premium, then the electing U.S. Holder will be deemed 
to have elected to apply amortizable bond premium against interest with respect to all debt instruments 
with amortizable bond premium (other than debt instruments the interest on which is excludable from 
gross income) held by the electing U.S. Holder as of the beginning of the taxable year in which the 
Subseries 2015A-2 Bond with respect to which the election is made is acquired or thereafter acquired.  
The deemed election with respect to amortizable bond premium may not be revoked without the consent 
of the Internal Revenue Service. 

U.S. Holders of any Subseries 2015A-2 Bonds issued with OID should consult their own tax 
advisors with respect to the treatment of OID for Federal income tax purposes, including various special 
rules relating thereto, and state and local tax consequences, in connection with the acquisition, ownership, 
and disposition of Subseries 2015A-2 Bonds. 

Bond Premium 

In general, if a U.S. Holder acquires a Subseries 2015A-2 Bond for a purchase price (excluding 
accrued interest) or otherwise at a tax basis that reflects a premium over the sum of all amounts payable 
on the Subseries 2015A-2 Bond after the acquisition date (excluding certain “qualified stated interest” 
that is unconditionally payable at least annually at prescribed rates), that premium constitutes “bond 
premium” on that Subseries 2015A-2 Bond (a “Taxable Premium Bond”).  In general, if a U.S. Holder of 
a Taxable Premium Bond elects to amortize the premium as “amortizable bond premium” over the 
remaining term of the Taxable Premium Bond, determined based on constant yield principles (in certain 
cases involving a Taxable Premium Bond callable prior to its stated maturity date, the amortization period 
and yield may be required to be determined on the basis of an earlier call date that results in the highest 
yield on such bond), the amortizable premium is treated as an offset to interest income; the U.S. Holder 
will make a corresponding adjustment to such holder’s basis in the Taxable Premium Bond.  Any such 
election applies to all debt instruments of the U.S. Holder (other than tax-exempt bonds) held at the 
beginning of the first taxable year to which the election applies and to all such debt instruments thereafter 
acquired, and is irrevocable without the Internal Revenue Service's consent.  A U.S. Holder of a Taxable 
Premium Bond that so elects to amortize bond premium does so by offsetting the qualified stated interest 
allocable to each interest accrual period under the U.S. Holder’s regular method of Federal tax accounting 
against the bond premium allocable to that period.  If the bond premium allocable to an accrual period 
exceeds the qualified stated interest allocable to that accrual period, the excess is treated as a bond 
premium deduction under Section 171(a)(1) of the Code, subject to certain limitations.  If a Taxable 
Premium Bond is optionally callable before maturity at a price in excess of its stated redemption price at 
maturity, special rules may apply with respect to the amortization of bond premium.  Under certain 
circumstances, the U.S. Holder of a Taxable Premium Bond may realize a taxable gain upon disposition 



 

-42- 
 

of the Taxable Premium Bond even though it is sold or redeemed for an amount less than or equal to the 
U.S. Holder’s original acquisition cost. 

 
U.S. Holders of any Taxable Premium Bonds should consult their own tax advisors with respect 

to the treatment of bond premium for Federal income tax purposes, including various special rules 
relating thereto, and state and local tax consequences, in connection with the acquisition, ownership, and 
disposition of Taxable Premium Bonds. 

U.S. Holders – Disposition of Subseries 2015A-2 Bonds 

Except as discussed above, upon the sale, exchange, redemption, or other disposition (which 
would include a legal defeasance) of a Subseries 2015A-2 Bond, a U.S. Holder generally will recognize 
taxable gain or loss in an amount equal to the difference between the amount realized (other than amounts 
attributable to accrued interest not previously includable in income) and such U.S. Holder’s adjusted tax 
basis in the Subseries 2015A-2 Bond.  A U.S. Holder’s adjusted tax basis in a Subseries 2015A-2 Bond 
generally will equal such U.S. Holder’s initial investment in the Subseries 2015A-2 Bond, increased by 
any OID included in the U.S. Holder’s income with respect to the Subseries 2015A-2 Bond and decreased 
by the amount of any payments, other than qualified stated interest payments, received and bond premium 
amortized with respect to such Subseries 2015A-2 Bond.  Such gain or loss generally will be long-term 
capital gain or loss if the Subseries 2015A-2 Bond was held for more than one year. 

U.S. Holders – Defeasance 

U.S. Holders of the Subseries 2015A-2 Bonds should be aware that, for Federal income tax 
purposes, the deposit of moneys or securities in escrow in such amount and manner as to cause the 
Subseries 2015A-2 Bonds to be deemed to be no longer outstanding under the Resolution (a 
“defeasance”), could result in a deemed exchange under Section 1001 of the Code and a recognition by 
such owner of taxable income or loss, without any corresponding receipt of moneys.  In addition, for 
Federal income tax purposes, the character and timing of receipt of payments on the Subseries 2015A-2 
Bonds subsequent to any such defeasance could also be affected.  U.S. Holders of the Subseries 2015A-2 
Bonds are advised to consult with their own tax advisors regarding the consequences of a defeasance for 
Federal income tax purposes, and for state and local tax purposes. 

U.S. Holders – Backup Withholding and Information Reporting 

In general, information reporting requirements will apply to non-corporate U.S. Holders with 
respect to payments of principal, payments of interest, and the accrual of OID on a Subseries 2015A-2 
Bond and the proceeds of the sale of a Subseries 2015A-2 Bond before maturity within the United States.  
Backup withholding at a rate provided in the Code will apply to such payments and to payments of OID 
unless the U.S. Holder (i) is a corporation or other exempt recipient and, when required, demonstrates that 
fact, or (ii) provides a correct taxpayer identification number, certifies under penalties of perjury, when 
required, that such U.S. Holder is not subject to backup withholding and has not been notified by the 
Internal Revenue Service that it has failed to report all interest and dividends required to be shown on its 
United States Federal income tax returns. 

Any amounts withheld under the backup withholding rules from a payment to a beneficial owner, 
and which constitutes over-withholding, would be allowed as a refund or a credit against such beneficial 
owner’s United States Federal income tax provided the required information is furnished to the Internal 
Revenue Service. 



 

-43- 
 

 Miscellaneous 

 Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the 
Federal or state level, may adversely affect the tax-exempt status of interest on the Subseries 2015A-2 
Bonds under state law and could affect the market price or marketability of the Taxable Bonds.   

 Prospective purchasers of the Subseries 2015A-2 Bonds should consult their own tax advisors 
regarding the foregoing matters. 

See “Appendix G – Form of Approving Opinion of Bond Counsel.” 

PART 12 - BONDHOLDERS’ RISKS  
 

General 

The Series 2015 Bonds involve a certain degree of risk.  Prospective investors in the Series 2015 
Bonds should review all of the information in this Official Statement and information pertaining to the 
Series 2015 Participants incorporated herein by reference carefully prior to purchasing any of the Series 
2015 Bonds.  This Official Statement contains only summaries of the Resolution, the Series 2015 
Resolution, the Series 2015 Loan Agreements and the related documents.  Prospective investors are urged 
to read such documents in their entirety prior to investing in the Series 2015 Bonds.  Copies of such 
documents may be obtained from the Underwriter prior to the issuance of the Series 2015 Bonds.  In 
addition, prospective investors should carefully review Appendix A for a discussion of the financial 
condition and results of operations of the Series 2015 Participants, Appendix B for copies of the audited 
financial statements of the Series 2015 Participants and Appendix C for copies of recent unaudited 
financial information for each of the Series 2015 Participants. 

Set forth below are certain risk factors, among others, that could adversely affect a Series 2015 
Participant’s operation and revenues and expenses of its Series 2015 Facilities to an extent which cannot 
be determined at this time.  Such risk factors should be considered before any investment in the Series 
2015 Bonds is made.  These risk factors should not be considered definitive or exhaustive. 

Special, Limited Obligations of DASNY 

The Series 2015 Bonds are special, limited obligations of DASNY payable solely from revenues 
to be received by DASNY from the Series 2015 Participants under the applicable Series 2015 Loan 
Agreement and from amounts held in the funds established pursuant to the Resolutions (other than the 
Arbitrage Rebate Fund).  The Series 2015 Bonds will not be a debt of the State nor will the State be liable 
thereon.  DASNY has no taxing power. 

Several Obligations of Series 2015 Participants  

The obligations of each Series 2015 Participant under its Series 2015 Loan Agreement are 
independent of the obligations of the other Series 2015 Participants under their Series 2015 Loan 
Agreements.  A failure by a Series 2015 Participant to timely pay its obligations under its Series 2015 
Loan Agreement might result in an event of default under the Resolutions with respect to such Series 
2015 Participant’s Allocable Portion of the Series 2015 Bonds.  Upon the happening and continuance of 
an event of default affecting only a Defaulted Allocable Portion of the Series 2015 Bonds, payment on 
such Defaulted Allocable Portion of Series 2015 Bonds will be limited to amounts received from or 
payable by or on behalf of such Series 2015 Participant and amounts derived upon the realization of any 
security or collateral granted by such defaulting Series 2015 Participant.  Holders of a Defaulted 
Allocable Portion of the Series 2015 Bonds will have no right to any other Revenues or any other funds 
held by the Trustee under the Resolution derived from payments made by or on behalf of any other Series 
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2015 Participant for the payment of the Series 2015 Bonds or any other security pledged by such other 
non-defaulting Series 2015 Participants as security for their loans.  See “PART 1 - INTRODUCTION - 
Limitations on Payment and Security Upon the Occurrence of Certain Events of Default,” “PART 2 - 
SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS - Events of Default - 
Special Provisions Relating to Defaults,” “PART 3 - THE SERIES 2015 BONDS - Redemption 
Provisions” and “Appendix F - Summary of Certain Provisions of the Resolutions.”   

Reliance on Credit of the Series 2015 Participants 

The Series 2015 Bonds are being issued without credit enhancement in the form of a letter of 
credit or bond insurance.  While the amounts payable to the Series 2015 Participants pursuant to their 
respective PPAs are calculated in a manner so as to provide moneys equal to debt service on their 
respective loans, there can be no assurance that the funds received by a particular Series 2015 Participant 
pursuant to its PPA or PPAs (or by DASNY or Trustee upon the intercept of such Intercept Funds) will be 
sufficient for the repayment of such Series 2015 Participant’s Allocable Portion of the Series 2015 Bonds 
(whether because of non-appropriation of funds by the State, failure of a Series 2015 Participant to 
operate its Series 2015 Facility or Facilities in accordance with operational standards or otherwise).  
Moreover, the payment obligations of the Series 2015 Participants are several, not joint.  The Holders of 
the Series 2015 Bonds must therefore rely upon the credit of each Series 2015 Participant for the payment 
of the Series 2015 Bonds (and not the credit of DASNY, the Trustee, the Underwriter, the State or any 
other municipality of the State).  See “PART 1 - INTRODUCTION - Additional Security - Pledged 
Revenues and The Standby Intercepts,” “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR 
THE SERIES 2015 BONDS - Security for the Series 2015 Bonds,” and “PART 5 - SOURCES OF 
SERIES 2015 PARTICIPANT FUNDING - New York State Office for People with Developmental 
Disabilities.” 

Each Series 2015 Participant covenants in its Series 2015 Loan Agreement that it has maintained 
in its current Fiscal Year and it will maintain in each Fiscal Year subsequent to the date of delivery of its 
Series 2015 Loan Agreement Total Net Revenues Available for Debt Service sufficient to produce in each 
Fiscal Year a Total Debt Service Coverage Ratio of not less than 1.00 to 1.00; provided, however, that 
failure by a Series 2015 Participant in any Fiscal Year to demonstrate compliance with the Total Debt 
Service Coverage Ratio shall not constitute an Event of Default under the Loan Agreement if such Series 
2015 Participant delivers to the Authority, the Underwriter and the Trustee, by the last day of the next 
succeeding Fiscal Year, a certificate of an Authorized Officer of such Series 2015 Participant along with a 
schedule or schedules demonstrating compliance with the Total Debt Service Coverage Ratio for a rolling 
12-month period ending no earlier than 90 days after the end of the Fiscal Year for which such Series 
2015 Participant is unable to demonstrate compliance.   

Revenues of Series 2015 Participants 

Future revenues of each Series 2015 Participant are dependent upon, among other things, 
legislative appropriations, federal and State policy, the outcome of current and potential litigation and 
other conditions that are unpredictable, some of which are discussed below.  The ability to pay principal 
of and interest on the Series 2015 Bonds depends upon the receipt by the Trustee of the Loan Repayments 
under the Series 2015 Loan Agreements.  A number of risks that could affect the Series 2015 Participants’ 
ability to pay such amounts are failure of (i) the State, various county and city legislature to approve 
sufficient appropriations for the purchase of services from the Series 2015 Participants; (ii) the State, 
various county and city departments to make timely payments to the Series 2015 Participants of 
appropriated amounts caused by revenue short falls or other State and local fiscal considerations; (iii) the 
Series 2015 Participants to fulfill their obligations which entitle them to receive payments; (iv) the Series 
2015 Participants to maintain the appropriate certifications from the required licensing or certifying 
entity(ies) to provide services as required; and/or (v) the Series 2015 Participants to obtain the renewal of 
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their contracts.  In addition, a Series 2015 Participant’s license and/or certification may be revoked for 
failure to comply with standards of operation applicable to such Series 2015 Participant.   

Payment Defaults May Affect More Than One Series of Bonds Issued Under the Resolution 

Upon the issuance of any other Series of Bonds for the benefit of one or more of the Series 2015 
Participants, the applicable Series 2015 Participant and DASNY shall enter into separate loan agreements.  
The Series 2015 Bonds are separately secured from all other Series of Bonds and the Holders of any 
Series of Bonds other than the Series 2015 Bonds are not entitled to the rights, benefits and security 
conferred upon the Holders of the Series 2015 Bonds.  While an event of default with respect to another 
Series of Bonds will not necessarily result in an event of default with respect to the Series 2015 Bonds, an 
event of default by a Series 2015 Participant under a loan agreement entered into in connection with the 
issuance of another Series of Bonds will result in an “Event of Default” under such Series 2015 
Participant’s Series 2015 Loan Agreement.   See “PART 1 - INTRODUCTION - Authorization of 
Issuance” and “- Security for the Series 2015 Bonds” and “PART 2 - SOURCE OF PAYMENT AND 
SECURITY FOR THE SERIES 2015 BONDS.” 

Enforceability of Remedies; Effect of Bankruptcy of a Series 2015 Participant 

The Series 2015 Bonds are payable from the sources and are secured as described in this Official 
Statement.  The practical realization of value from the collateral for the Series 2015 Bonds described 
herein upon any default will depend upon the exercise of various remedies specified by the Resolutions, 
the respective Series 2015 Loan Agreements, the respective Mortgages or other security agreements and 
the then-value of the collateral and other regulatory approvals.  These and other remedies may, in many 
respects, require judicial actions which are often subject to discretion and delay. 

Under existing law, the remedies specified by the Resolutions, the Series 2015 Loan Agreements 
and the Mortgages may not be readily available or may be limited.  A court may decide not to order the 
performance of the covenants contained in those documents.  The legal opinions to be delivered 
concurrently with the delivery of the Series 2015 Bonds will be qualified as to the enforceability of the 
various agreements and other instruments by limitations imposed by State and federal laws, rulings and 
decisions affecting remedies and by bankruptcy, reorganization or other laws affecting the enforcement of 
creditors’ rights generally. 

The rights and remedies of the Holders of the Series 2015 Bonds are subject to various provisions 
of Title 11 of the United States Code (the “Bankruptcy Code”).  If a Series 2015 Participant were to file a 
petition for relief under the Bankruptcy Code, the filing would automatically stay the commencement or 
continuation of any judicial or other proceedings against such Series 2015 Participant and its property, 
including the commencement of foreclosure proceedings under its Mortgage, if applicable.  Such Series 
2015 Participant would not be permitted or required to make payments of principal or interest under its 
Series 2015 Loan Agreement, unless an order of the United States Bankruptcy Court were issued for such 
purpose.  In addition, without an order of the United States Bankruptcy Court, the automatic stay may 
serve to prevent DASNY from intercepting the Series 2015 Participant’s Intercept Funds pursuant to the 
applicable Intercept Agreement or the Trustee from applying amounts on deposit in the accounts 
established with respect to such Series 2015 Participant under the Resolutions from being applied in 
accordance with the provisions of the Resolutions and the application of such amounts to the payment of 
principal of, and interest on, such Series 2015 Participant’s Allocable Portion of the Series 2015 Bonds.  
Moreover, any motion for an order canceling the automatic stay and permitting such intercept or accounts 
to be applied in accordance with the provisions of the Resolutions would be subject to the discretion of 
the United States Bankruptcy Court, and may be subject to objection and/or comment by other creditors 
of such Series 2015 Participant, which could affect the likelihood or timing of obtaining such relief.  In 
addition, if the Mortgage of such defaulting Series 2015 Participant is assigned by DASNY to the Trustee 



 

-46- 
 

as described herein and the value of the related Mortgaged Property is less than the principal amount of 
such Series 2015 Participant’s total Loan Repayment obligation at the time of a bankruptcy proceeding, 
the security interest of the Trustee in such property is subject to the claims of creditors that the mortgaged 
indebtedness in excess of the then-fair market value of the Mortgaged Property is unsecured and, 
therefore, to the extent of such excess is not entitled to a secured priority position in the administration of 
the bankruptcy estate.   

A Series 2015 Participant could file a plan for the adjustment of its debts in a proceeding under 
the Bankruptcy Code, which plan could include provisions modifying or altering the rights of creditors 
generally, or any class of them, whether secured or unsecured.  The plan, when confirmed by the United 
States Bankruptcy Court, would bind all creditors who have notice or knowledge of the plan and would 
discharge all claims against such Series 2015 Participant provided for in the plan.  No plan may be 
confirmed unless certain conditions are met, among which are that the plan is in the best interests of 
creditors, is feasible and has been accepted by each class of claims impaired thereunder.  Each class of 
claims has accepted the plan if at least two-thirds in dollar amount and more than one-half in number of 
the allowed claims of the class that are voted with respect to the plan are cast in its favor.  Even if the plan 
is not so accepted, it may be confirmed if the court finds that the plan is fair and equitable with respect to 
each class of non-accepting creditors impaired thereunder and does not discriminate unfairly. 

Mortgages 

Mortgages Not Currently Security for Series 2015 Bonds 

The Mortgages do not presently provide any security for the Series 2015 Bonds.  However, under 
certain circumstances described herein, one or more of the Mortgages may be assigned to the Trustee. 
Prior to any assignment of a Mortgage to the Trustee, each Series 2015 Loan Agreement provides that 
DASNY, without the consent of the Trustee or the Holders of the Series 2015 Bonds, may consent to the 
amendment, modification, termination, subordination or satisfaction of such Mortgage and of any security 
interest in furniture, fixtures or equipment  financed with the proceeds of the Series 2015 Bonds located in 
or on or used in connection therewith and the property subject to such Mortgage or security interest may 
be released from the lien thereof, all upon such terms and conditions as DASNY may reasonably require.  
Notwithstanding the foregoing, a Series 2015 Participant may remove such furniture, fixtures or 
equipment from the Mortgaged Property provided that such Series 2015 Participant shall replace such 
furniture, fixtures or equipment with furniture, fixtures or equipment having equivalent value and utility.  
See “PART 2 - SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS - Security 
for the Series 2015 Bonds - Mortgages.” 

Pledge of Property Under Mortgages 

The security interest in the Mortgaged Property granted under a Mortgage may be affected by 
various matters, including, (i) rights arising in favor of the United States of America or any agency 
thereof, (ii) present or future prohibitions against assignment in any applicable federal or state statutes or 
regulations, (iii) constructive trusts, equitable liens or other rights imposed or conferred by any state or 
federal court in the exercise of its equitable jurisdiction and rights of donors of property, (iv) claims that 
might obtain priority if continuation statements are not filed in accordance with applicable laws, (v) the 
rights of holders of prior perfected security interests in equipment and other goods owned by a Series 
2015 Participant and included in the Mortgaged Property and the proceeds of sale of such property, (vi) 
statutory liens and other liens arising as a matter of law, (vii) the rights of parties secured by other liens or 
encumbrances permitted by the applicable Series 2015 Loan Agreements or the applicable Mortgages, 
and (viii) claims by creditors that the mortgaged indebtedness in excess of the then-fair market value of 
the Mortgaged Property is unsecured to the extent of such excess.   
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Insufficiency of Mortgage Foreclosure Proceeds; Environmental Impairment of Property 

One of the options under each Series 2015 Participant’s Series 2015 Loan Agreement, and one of 
the options under the Resolution, is to institute foreclosure proceedings to enforce the lien on and sell 
such Series 2015 Participant’s Mortgaged Property in the event of a default under its Series 2015 Loan 
Agreement, its Mortgage(s) or the Resolutions.  However, due to the limited uses for which a Series 2015 
Participant’s Mortgaged Property may be utilized, none of DASNY, the Program Facilitator, the Trustee, 
the applicable Series 2015 Participant, or the Underwriter makes any assurances or representations that a 
sale of a Series 2015 Participant’s Mortgaged Property or, if such Mortgaged Property is sold, that the 
proceeds received upon a foreclosure or other sale, along with all moneys on deposit in the various funds 
of such Series 2015 Participant established under the Resolution, will be sufficient to pay in full the 
principal of, or interest on, the Allocable Portion of the Series 2015 Bonds attributable to such defaulting 
Series 2015 Participant. 

In exercising the rights of foreclosure under a Mortgage, DASNY or the Trustee, as the case may 
be, in accordance with current commercial lending practices, may perform a Phase I Environmental Audit 
to determine the presence or likely presence of a release or a substantial threat of a release of any 
hazardous materials at, on, to, or from the Mortgaged Property.  If the audit indicated the existence of 
hazardous materials with respect to the Mortgaged Property, the Trustee or DASNY, as applicable, may 
conclude that it is not in the best interests of the Bondholders to foreclose on such property due to liability 
for removal of hazardous materials.  In such an event, the Trustee or DASNY may decline to exercise 
foreclosure rights with respect to Mortgaged Property under a Mortgage without specific instructions 
from Bondholders and receipt of funds, security and/or indemnity from the Bondholders reasonably 
satisfactory to such party to pay the costs, expenses, and liabilities which might be incurred by its 
compliance with such instructions.  Consequently, the existence, post-acquisition, of hazardous materials 
with respect to any Mortgaged Property could severely limit the ability, due to the economic liability 
associated with removal of such materials, to foreclose on such property and/or obtain the market value 
for such property in security for the Series 2015 Bonds that would otherwise have been available absent 
the existence of such hazardous materials. 

Another option under a Series 2015 Participant’s Series 2015 Loan Agreement is to institute 
proceedings to enforce the lien on and sell the Series 2015 Participant’s Equipment (as defined in each 
Mortgage) in the event of a default under its Series 2015 Loan Agreement, its Mortgage(s) or the 
Resolutions.  However, due to the limited uses for which a Series 2015 Participant’s Equipment may be 
utilized, none of DASNY, the Program Facilitator, the Trustee, the applicable Series 2015 Participant, or 
the Underwriter makes any assurances or representations that DASNY or the Trustee will be able to sell a 
Series 2015 Participant’s Equipment or, if such Equipment is sold, that the proceeds received upon a sale, 
along with all moneys on deposit in the various funds of the Series 2015 Participant established under the 
Resolution, would be sufficient to pay in full the principal of, or interest on, the Series 2015 Bonds 
attributable to such defaulting Series 2015 Participant. 
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No Approval by New York State Supreme Court 

Section 510 of the New York Not-For-Profit Corporation Law (“NFPCL”) requires New York 
State Supreme Court approval of any “sale, lease, exchange or other disposition” of “all, or substantially 
all, the assets” of a not-for-profit corporation such as the Series 2015 Participants.  Such approval was not 
sought in connection with the execution, delivery and performance by the Series 2015 Participants of the 
Mortgages or the pledges of assets and revenues that are contemplated by the Resolutions and the Series 
2015 Loan Agreements.  It is the opinion of counsel to the Series 2015 Participants that such actions do 
not require approval pursuant to NFPCL §510.  However, absent court decisions definitively resolving 
this issue, it cannot be ruled out that a defendant in a foreclosure action may raise as an affirmative 
defense the failure to obtain NFPCL §510 court approval. 

Release of Series 2015 Facilities from Lien of Mortgages 

Each Series 2015 Loan Agreement, each Mortgage and the Resolutions provide a Series 2015 
Participant the ability to prepay a portion of its loan attributable to a Series 2015 Facility and, upon the 
redemption or defeasance of the related Series 2015 Bonds to have such Series 2015 Facility released 
from the lien of the applicable Mortgage.  There is no assurance that the security, if any, provided by the 
remaining Series 2015 Facilities subject to the lien of such Mortgage will be sufficient to pay the then 
outstanding principal and interest (or other amounts due) with respect to such Series 2015 Participant’s 
Allocable Portion of the Series 2015 Bonds.  In such event none of DASNY, the Trustee, the Program 
Facilitator or any Bondholder will have any recourse to, claim against or right of contribution from any 
other Series 2015 Participant. 

In view of the foregoing, investors should rely on their own examination of the creditworthiness 
and financial condition of each of the Series 2015 Participants and the terms of this offering, including, 
without limitation, the merits and risks involved and the uncertainties associated with the possible 
limitations or inability to enforce the remedies set forth in the Mortgages, in the event that the Mortgages 
are assigned to the Trustee by DASNY. 

Non-Appropriation of State, County and City Departments’ Funds 

The Series 2015 Participants are subject to Federal, State and local actions, including, among 
others, actions by the various State, county and city departments.  The Series 2015 Bonds are payable 
from operating revenues of the Series 2015 Participants, which depend in large measure upon the 
appropriations of the State for the funds of the various State, county and city departments that have 
contracts with the Series 2015 Participants.  HOWEVER, THE OBLIGATION OF THE VARIOUS 
STATE, COUNTY AND CITY DEPARTMENTS TO RENEW SUCH CONTRACTS IS SUBJECT TO 
ANNUAL REEVALUATION BY THE DEPARTMENT OBTAINING THE CONTRACT AS PART 
OF ITS ANNUAL BUDGET APPROPRIATION PROCESS.  EACH YEAR THE STATE 
LEGISLATURE, WHICH HAS THE RESPONSIBILITY OF APPROPRIATING AND ALLOCATING 
STATE RESOURCES AMONG THE STATE’S VARIOUS DEPARTMENTS, HAS THE RIGHT, IN 
ITS SOLE DISCRETION, EITHER (I) TO APPROPRIATE SUFFICIENT FUNDS, FROM 
WHATEVER SOURCE, TO FUND IN WHOLE OR IN PART THE VARIOUS DEPARTMENTS’ 
BUDGETS FROM WHICH THE CONTRACTS PROCURED FOR THE NEXT FISCAL YEAR ARE 
TO BE PAID, OR (II) TO APPROPRIATE INSUFFICIENT FUNDS TO MAKE SUCH PAYMENTS 
OR (III) NOT TO APPROPRIATE ANY FUNDS FOR THE VARIOUS DEPARTMENTS’ BUDGETS 
FROM WHICH CONTRACTS ARE TO BE PROCURED AND PAID. 

In particular, the ability of the State, county, and city departments to disburse Medicaid 
reimbursements, and other State, county and city departments to fund contracts of the Series 2015 
Participants, is limited in part by the amount of revenues collected, as well as the amount of 
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appropriations authorized, by the State for such fiscal year.  Failure of the State to receive sufficient 
revenues to fund appropriations for such fiscal year and/or the failure of the Series 2015 Participants to 
generate sufficient revenues from other sources (or have access to sufficient fund balances) to make the 
scheduled Loan Repayments that are to be used by the Trustee to repay the Series 2015 Bonds, will 
materially adversely affect a Series 2015 Participant’s ability to make its Loan Repayments and, 
consequently, the repayment of the Series 2015 Bonds attributable to such Series 2015 Participant. 

Federal Medicaid Reform 

A majority of the Public Funds (including the Intercept Funds) are received from Medicaid.  
Future Medicaid reform may materially adversely affect the Public Funds received by the Series 2015 
Participants. 

Completion of the Projects; Zoning; Certificate of Occupancy 

 The acquisition of all of the Series 2015 Facilities are complete.  Each of the Series 2015 
Facilities has received a Certificate of Occupancy except for Birch Family Services, Inc.’s Series 2015 
Facility located at 137-31 80th Street, Howard Beach, New York, HASC Center, Inc.’s Series 2015 
Facility located at  2102-2106 Avenue I, Brooklyn, New York, QSAC, Inc.’s  Series 2015 Facility located 
26 Cotton Lane, Levittown, New York, Services for the Underserved, Inc. and SUS-Developmental 
Disabilities Services, Inc.’s Series 2015 Facility located at 125 Hull Street, Brooklyn, New York, but 
many are seeking updated Certificates of Occupancy or Certificates of Completion that have not yet been 
issued.  Updated certificates of occupancy or completion are required for (1) Birch Family Services, Inc.’s 
Series 2015 Facility located at 137-31 80th Street, Howard Beach, New York, (2) Community Resource 
Center for the Developmental Disabled, Inc.’s Series 2015 Facility located 631 Pelham Parkway North, 
Bronx, New York, (3) Eden  II School for Autistic Children, Inc.’s Series 2015 Facility located at 155 
Dix Hills Road, Huntington, New York, (4) HASC Center, Inc.’s Series 2015 Facilities located at 2102-
2106 Avenue I, Brooklyn, New York, 804 Ditmas Avenue, Brooklyn, New York and 918 50th Street, 
Brooklyn, New York, (5) Lifespire, Inc.’s Series 2015 Facilities located at 61-56 219th Street, Bayside, 
New York and 1171 Sterling Place, Brooklyn, New York, (6) QSAC, Inc.’s Series 2015 Facility located 
at 26 Cotton Lane, Levittown, New York, (7) Services for the Underserved, Inc. and SUS-Developmental 
Disabilities Services, Inc.’s Series 2015 Facilities located at 945 Crescent Street, Brooklyn, New York, 
125 Hull Street, Brooklyn, New York and 2892 Valentine Avenue, Bronx, New York, and (8) Young 
Adult Institute, Inc.’s Series 2015 Facilities located at 261 King Street, Port Chester, New York, 82-24 
209th Street, Hollis Hills, New York, 135-39 Union Turnpike, Kew Gardens, New York, 65 Parkway 
Drive, Port Chester, New York, and 677 White Plains Road, Tarrytown, New York. 

Each Series 2015 Facility may require special use permits or compliance or other zoning approval 
(each, a “Certificate”) from the applicable municipality.  Failure of a Series 2015 Participant to obtain an 
appropriate Certificate where the same is required could materially adversely affect the financial position 
of such Series 2015 Participant.  Moreover, the failure of a Series 2015 Participant’s Series 2015 
Facilities to receive a Certificate when required could materially adversely impact either the Series 2015 
Participant’s, the Trustee’s or another party’s right to use or occupy the Series 2015 Facility, before or 
after the exercise of default remedies. 

Operating Certificates, which permit the Series 2015 Participants to operate their Series 2015 
Facilities have been issued by OPWDD for all of the Series 2015 Facilities, except Birch Family Services, 
Inc.’s Series 2015 Facility located at 137-31 80th Street, Howard Beach, New York and QSAC, Inc.’s 
Series 2015 Facility located at 26 Cotton Lane, Levittown, New York as their construction and/or 
renovation are not yet completed. 
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Additional Indebtedness 

Under its Series 2015 Loan Agreement, each Series 2015 Participant has the ability to incur 
additional debt.  An event of default by a Series 2015 Participant under a loan agreement entered into in 
connection with the issuance of another Series of Bonds will result in an “Event of Default” under such 
Series 2015 Participant’s Series 2015 Loan Agreement.  See “Appendix E - Summary of Certain 
Provisions of the Series 2015 Loan Agreements.” 

Prior Pledges of Pledged Revenues 

The Series 2015 Bonds are secured by the pledge and assignment to the Trustee of DASNY’s 
security interest in the Pledged Revenues granted by each of the Series 2015 Participants to DASNY 
pursuant to its Series 2015 Loan Agreement, subject to Prior Pledges.  Certain of the Series 2015 
Participants have previously pledged their Public Funds (a portion of which consists of the Pledged 
Revenues) to DASNY or an industrial development agency as security for their obligations in connection 
with bonds previously issued by DASNY or such industrial development agency.  Certain of the Series 
2015 Participants have pledged their accounts receivable, including Public Funds, to banks or other 
financial institutions as security for their obligations in connection with lines of credit.  The pledge of the 
Pledged Revenues securing such Series 2015 Participant’s Allocable Portion of the Series 2015 Bonds is 
subject, and subordinate, to such Prior Pledges in all respects.  See “Appendix A - Description of Series 
2015 Participants” for a description of which Series 2015 Participants have Prior Pledges of their 
respective Pledged Revenues. 

Grant of Additional Security Interests 

Subject to the limitations set forth in its Series 2015 Loan Agreement, a Series 2015 Participant 
may grant security interests in its Accounts Receivable, and the proceeds thereof, in favor of banks or 
other financial institutions in order to secure a line of credit for working capital purposes, whether by 
entering into a new credit facility or amending, modifying or extending an existing credit facility.  The 
incurrence of such indebtedness and the granting of such security interests could materially adversely 
affect the financial position of a Series 2015 Participant and its ability to satisfy its Loan Repayment 
obligations.  See “Appendix E - Summary of Certain Provisions of the Series 2015 Loan Agreements.” 

A Series 2015 Participant may also grant a subordinate mortgage as security for bonds issued by 
DASNY after the date of issuance of the Series 2015 Bonds, in an amount up to the amount approved by 
OPWDD pursuant to the PPA process, for the purpose of financing the cost of renovating, constructing, 
equipping or completing a Series 2015 Facility, and any loan agreement, or amendment to the applicable 
Series 2015 Loan Agreement, between DASNY and such Series 2015 Participant, in each case in 
connection with such financing. 

Effect of Changes in Tax-Exempt Status; Continued Legal Requirements of Tax-Exempt Status 

As an entity qualified under Section 501(c)(3) of the Code, each Series 2015 Participant is subject 
to various requirements affecting its operation.  The failure of a Series 2015 Participant to maintain its 
tax-exempt status may affect the Series 2015 Participant’s ability to receive funds from State and federal 
sources, which could adversely affect its ability to pay its principal Loan Repayments under its Series 
2015 Loan Agreement.  Further, a loss of a Series 2015 Participant’s status as a Section 501(c)(3) 
organization, failure of a Series 2015 Participant to comply with certain legal requirements of the Code, 
or adoption of amendments to the Code applicable to such Series 2015 Participant that restrict the use of 
tax-exempt bonds for facilities, such as one or more of its Series 2015 Facilities, could cause interest on 
the Subseries 2015A-1 Bonds to be included in the gross income of the Bondholders or former 
Bondholders for federal income tax purposes, and such inclusion could be retroactive to the date of 
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issuance of the Subseries 2015A-1 Bonds.  The opinion of Bond Counsel and the description of the tax 
law contained in this Official Statement are based on statutes, judicial decisions, regulations, rulings, and 
other official interpretations of law in existence on the date the Subseries 2015A-1 Bonds are issued.  No 
assurance can be given that such laws or the interpretation thereof will not change or that new provisions 
of law will not be enacted or promulgated at any time while the Subseries 2015A-1 Bonds are outstanding 
in a manner that would adversely affect the value or the tax treatment of ownership of the Subseries 
2015A-1 Bonds.  See “PART 11 - TAX MATTERS” above.  The Subseries 2015A-1 Bonds are not 
subject to redemption, nor will the interest rate on the Subseries 2015A-1 Bonds be changed, if interest on 
the Subseries 2015A-1 Bonds is included in the gross income of the Bondholders or former Bondholders. 

 In addition to several of the Series 2015 Facilities, certain other facilities of the Series 2015 
Participants that were financed or refinanced with proceeds of the respective Refunded Bonds were 
mortgaged or assigned to the respective issuers of the Refunded Bonds as security for the applicable 
Series 2015 Participant’s obligations with respect thereto.  Such other facilities are not being refinanced 
with proceeds of the Series 2015 Bonds and will not constitute a part of the Series 2015 Project or a part 
of the collateral for the respective Series 2015 Participant’s obligations in connection with the Series 2015 
Bonds.  Such other facilities, however, will remain subject to federal income tax restrictions with respect 
to the use and disposition of such facilities and a failure of a Series 2015 Participant to comply with such 
restrictions could have an adverse effect on the continued exclusion of interest on the Subseries 2015A-1 
Bonds from gross income under Section 103 of the Code. 

Risk of Audit by Internal Revenue Service 

The Internal Revenue Service has an ongoing program of auditing tax-exempt obligations to 
determine whether, in the view of the Internal Revenue Service, interest on such tax-exempt obligations is 
includable in the gross income of the owners thereof for federal income tax purposes.  No assurances can 
be given as to whether or not the Internal Revenue Service will commence an audit of the Subseries 
2015A-1 Bonds. 

 The Internal Revenue Service notified Young Adult Institute, Inc., which is expected to receive a 
loan of approximately $8,225,000 from the proceeds of the Series 2015 Bonds, of an examination of its 
executive compensation and possible unrelated business income in May 2013, which examination 
remains ongoing.  For more information related to this examination, see “Appendix A - Description of 
Series 2015 Participants – Young Adult Institute – Internal Revenue Service Examination.” 

Risk of Review by State and Federal Agencies 

Various State and Federal agencies, including without limitation, OPWDD, the Office of 
Medicaid Inspector General, the New York State Office of State Controller, the New York State 
Department of Health, the United States Office of Inspector General, and the New York State 
Commission on Quality of Care, have ongoing programs of reviewing the services provided by, and the 
claims for payment submitted by, service provider agencies, such as the Series 2015 Participants, to 
determine compliance with State and/or federal laws and regulations.  Such reviews, if adversely 
determined, may affect the ability of the service provider agency to provide its services and receive 
payments therefor.  No assurances can be given as to whether or not any State or federal agency will 
commence a review of any Series 2015 Participant and the effect of any such review on such Series 2015 
Participant’s ability to make its payments under its Series 2015 Loan Agreement. 

 
Specific Risks Related to Series 2015 Leased Facilities  

In order to secure its obligations under its Series 2015 Loan Agreement, (i) Community Resource 
Center for the Developmental Disabled, Inc. will collaterally assign to DASNY pursuant to a Collateral 
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Assignment of Leases its right, title and interest (but not its obligations) in the lease for its Series 2015 
Facilities located at 631 Pelham Parkway North, Bronx, New York, (ii) HASC Center, Inc. will 
collaterally assign to DASNY pursuant to a Collateral Assignment of Leases its right, title and interest 
(but not its obligations) in the lease for its Series 2015 Facilities located at 1221 East 14th Street, 
Brooklyn, New York and (iii) Lifespire, Inc. will collaterally assign to DASNY pursuant to a Collateral 
Assignment of Leases its right, title and interest (but not its obligations) in the lease for its Series 2015 
Facilities leases its Series 2015 Facilities located at 163 East 125th Street, New York, New York 
(collectively, the “Leases”). The landlords under each of the Leases have each consented to such 
collateral assignment.   Upon and during an uncured Event of Default under such Series 2015 
Participant’s Series 2015 Loan Agreement, DASNY may further assign a Lease to a financially sound 
New York State-approved not-for-profit corporation selection by DASNY (each a “Replacement Tenant”) 
for purposes of operating a State-approved program within such Series 2015 Facility similar to the 
program currently operated therein by such Series 2015 Participant.  The applicable Replacement Tenant 
would assume such Series 2015 Participant’s liabilities and obligations under the applicable Lease on 
terms acceptable to the landlord.  Notwithstanding the Collateral Assignment of Leases, such Series 2015 
Participant shall remain liable under the Leases to perform all of its obligations thereunder.  Certain 
practical and legal considerations, however, including, but not limited to, bankruptcy risks, could inhibit 
or materially delay the ability to locate a Replacement Tenant for such Series 2015 Facilities, or otherwise 
preclude the receipt of sufficient revenues to repay such Series 2015 Participant’s Allocable Portion of the 
Series 2015 Bonds. 

Right of Reacquisition of the Levittown Facility of QSAC, Inc. 

QSAC, Inc. (“QSAC”) acquired title to the Series 2015 Facility located at 26 Cotton Lane, 
Levittown, New York (the “Levittown Facility”) from the State of New York, acting by and through 
DASNY for $1.00 on February 20, 2014.  The deed pursuant to which QSAC acquired title to the 
Levittown Facility contained a right of reacquisition by DASNY in the event that QSAC, its successors 
and assigns fail to utilize the Levittown Facility as an authorized not-for-profit community mental 
hygiene services facility for persons with mental retardation and developmental disabilities or, in the 
event that there is no longer a need for community mental hygiene services for persons with mental 
retardation and development disabilities, another legally authorized not-for-profit mental hygiene 
program purpose.  Any subordination of this right of reacquisition to the lien of QSAC’s Mortgage on the 
Levittown Facility would require the consent of OPWDD.  While OPWDD’s consent has been requested, 
there is no guarantee that QSAC will be able to obtain such consent or that QSAC’s title to the Levittown 
Facility will not continue to be subject to the right of reacquisition. 

Right of Reacquisition of the Valentine Avenue Facilities of SUS-Developmental Disabilities 
Services, Inc. 

SUS-Developmental Disabilities Services, Inc. f/k/a Services for the Underserved-MR Programs, 
Inc. (“SUS”) acquired title to the Series 2015 Facilities located at 2886-2892 Valentine Avenue, Bronx, 
New York (the “Valentine Avenue Facilities”) from the State of New York, acting by and through 
DASNY for $1.00 on April 15, 2002.  The deed pursuant to which SUS acquired title to the Valentine 
Avenue Facilities contained a right of reacquisition by DASNY in the event that SUS, its successors and 
assigns fail to utilize the Valentine Avenue Facilities as an authorized not-for-profit community mental 
hygiene services facility for persons with mental retardation and developmental disabilities or, in the 
event that there is no longer a need for community mental hygiene services for persons with mental 
retardation and development disabilities, another legally authorized not-for-profit mental hygiene 
program purpose.    Any subordination of this right of reacquisition to the lien of SUS’s Mortgage on the 
Valentine Avenue Facilities would require the consent of OPWDD.  While OPWDD’s consent has been 
requested, there is no guarantee that SUS will be able to obtain such consent or that SUS’s title to the 
Valentine Avenue Facilities will not continue to be subject to the right of reacquisition. 
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Right of Reacquisition of the 261st Street Facility of Young Adult Institute, Inc.  

Young Adult Institute, Inc. (“YAI”) acquired title to the Series 2015 Facility located at 281 West 
261st Street, Bronx, New York (the “261st Street Facility”) from the State of New York, acting by and 
through DASNY for $1.00 on July 31, 2003.  The deed pursuant to which YAI acquired title to the 261st 
Street Facility contained a right of reacquisition by DASNY in the event that YAI, its successors and 
assigns fail to utilize the 261st Street Facility as an authorized not-for-profit community mental hygiene 
services facility for persons with mental retardation and developmental disabilities or, in the event that 
there is no longer a need for community mental hygiene services for persons with mental retardation and 
development disabilities, another legally authorized not-for-profit mental hygiene program purpose.  Any 
subordination of this right of reacquisition to the lien of YAI’s Mortgage on the 261st Street Facility 
would require the consent of OPWDD.  While OPWDD’s consent has been requested, there is no 
guarantee that YAI will be able to obtain such consent or that YAI’s title to the 261st Street Facility will 
not continue to be subject to the right of reacquisition. 

Right of Reacquisition of the 58th Place Facility of Young Adult Institute, Inc.  

YAI acquired title to the Series 2015 Facility located at 46-48 58th Place, Queens, New York (the 
“58th Place Facility”) from the State of New York, acting by and through DASNY for $1.00 on July 31, 
2003.  The deed pursuant to which YAI acquired title to the 58th Place Facility contained a right of 
reacquisition by DASNY in the event that YAI, its successors and assigns fail to utilize the 58th Place 
Facility as an authorized not-for-profit community mental hygiene services facility for persons with 
mental retardation and developmental disabilities or, in the event that there is no longer a need for 
community mental hygiene services for persons with mental retardation and development disabilities, 
another legally authorized not-for-profit mental hygiene program purpose.  Any subordination of this 
right of reacquisition to the lien of YAI’s Mortgage on the 58th Place Facility would require the consent of 
OPWDD.  While OPWDD’s consent has been requested, there is no guarantee that YAI will be able to 
obtain such consent or that YAI’s title to the 58th Place Facility will not continue to be subject to the right 
of reacquisition. 

PART 13 - STATE NOT LIABLE ON THE SERIES 2015 BONDS 
 
The Act provides that notes and bonds of DASNY are not a debt of the State, that the State is not 

liable on them and that such notes or bonds are not payable out of any funds other than those of DASNY.  
The Resolution specifically provides that the Series 2015 Bonds are not a debt of the State and that the 
State is not liable on them. 

 
PART 14 - COVENANT BY THE STATE 

The Act states that the State pledges and agrees with the holders of DASNY’s notes and bonds 
that the State will not limit or alter the rights vested in DASNY to provide projects, to establish and 
collect rentals therefrom and to fulfill agreements with the holders of DASNY’s notes and bonds or in any 
way impair the rights and remedies of the holders of such notes or bonds until such notes or bonds and 
interest thereon and all costs and expenses in connection with any action or proceeding by or on behalf of 
the holders of such notes or bonds are fully met and discharged. Notwithstanding the State’s pledges and 
agreements contained in the Act, the State may in the exercise of its sovereign power enact or amend its 
laws which, if determined to be both reasonable and necessary to serve an important public purpose, 
could have the effect of impairing these pledges and agreements with DASNY and with the holders of 
DASNY’s notes or bonds. 
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PART 15 - LEGAL MATTERS 

Certain legal matters incidental to the authorization and issuance of the Series 2015 Bonds by 
DASNY are subject to the approval of Hawkins Delafield and Wood LLP, New York, New York, Bond 
Counsel to DASNY, whose approving opinion will be delivered with the Series 2015 Bonds.  The 
proposed form of Bond Counsel’s opinion is set forth in Appendix G hereto. 

Certain legal matters will be passed upon for the Series 2015 Participants by Cullen and Dykman 
LLP, Albany, New York and for the Underwriter by McCarter & English, LLP, New York, New York 
and Newark, New Jersey. 

There is not now pending any litigation restraining or enjoining the issuance or delivery of the 
Series 2015 Bonds or questioning or affecting the validity of the Series 2015 Bonds or the proceedings 
and authority under which they are to be issued.   

See “Appendix A - Description of Series 2015 Participants” for a description of any litigation 
which may have a material adverse effect on the Series 2015 Participants. 

PART 16 - CONTINUING DISCLOSURE 

In order to assist the Underwriter in complying with Rule 15c2-12 promulgated by the Securities 
and Exchange Commission (“Rule 15c2-12”), each Series 2015 Participant has undertaken in a written 
agreement (collectively, the “Continuing Disclosure Agreements”) for the benefit of the Holders of the 
Series 2015 Bonds to provide to Digital Assurance Certification LLC (“DAC”), as disclosure 
dissemination agent, on or before 180 days after the end of each fiscal year, commencing with the fiscal 
year of the Series 2015 Participants ending June 30, 2014 for filing by DAC with the Municipal Securities 
Rulemaking Board (the “MSRB”) and its Electronic Municipal Market Access System for municipal 
securities disclosure on an annual basis, operating data and financial information of the type hereinafter 
described which is included in this Official Statement (the “Annual Information”), together with each 
Series 2015 Participant’s annual financial statements prepared in accordance with accounting principles 
generally accepted in the United States of America and audited by an independent firm of certified public 
accountants in accordance with auditing standards generally accepted in the United States of America; 
provided, however, that if the audited financial statements are not then available, unaudited financial 
statements shall be provided and such audited financial statements, when available, shall be delivered to 
DAC for delivery to the MSRB. 

If, and only if, and to the extent that it receives the Annual Information and annual financial 
statements described above from the Series 2015 Participants, DAC has undertaken in each Continuing 
Disclosure Agreement to promptly file such information and financial statements with the MSRB. 

The Series 2015 Participants also will undertake in their respective Continuing Disclosure 
Agreements to provide to DASNY, the Trustee and DAC, in a timely manner not in excess of ten (10) 
Business Days after the occurrence of a Notice Event (as hereinafter defined), the notices required to be 
provided by Rule 15c2-12 and described below (the “Notices”).  Upon receipt of Notices from a Series 
2015 Participant, the Trustee or DASNY, DAC will file the Notices with the MSRB in a timely manner.  
With respect to the Series 2015 Bonds, DAC has only the duties specifically set forth in the Continuing 
Disclosure Agreements.  DAC’s obligation to deliver the information at the times and with the contents 
described in the Continuing Disclosure Agreements is limited to the extent it has been provided such 
information pursuant to the Continuing Disclosure Agreements.  DAC has no duty with respect to the 
content of any disclosure or Notices made pursuant to the terms of the Continuing Disclosure Agreements 
and DAC has no duty or obligation to review or verify any information contained in the Annual 
Information, audited financial statements, Notices or any other information, disclosures or notices 
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provided to it by a Series 2015 Participant, the Trustee or DASNY and shall not be deemed to be acting in 
any fiduciary capacity for DASNY, a Series 2015 Participant, the Trustee, the Owners of the Series 2015 
Bonds or any other party.  DAC has no responsibility for DASNY, any Series 2015 Participant or the 
Trustee’s failure to provide to DAC a Notice required by the Continuing Disclosure Agreements or duty 
to determine the materiality thereof.  DAC shall have no duty to determine or liability for failing to 
determine whether a Series 2015 Participant, the Trustee or DASNY has complied with the Continuing 
Disclosure Agreements and DAC may conclusively rely upon certifications of a Series 2015 Participant, 
the Trustee and DASNY with respect to their respective obligations under the Continuing Disclosure 
Agreements.  In the event that the obligations of DAC as DASNY’s disclosure dissemination agent 
terminate, DASNY will either appoint a successor disclosure dissemination agent or, alternatively, 
assume all responsibilities of the disclosure dissemination agent for the benefit of the Bondholders. 

Neither DASNY nor the Trustee have undertaken any responsibility, and shall not be required to 
undertake any, with respect to any reports, notices or disclosures required by or provided pursuant to the 
Continuing Disclosure Agreements and shall have no liability to any person, including any Holder of the 
Series 2015 Bonds, with respect to any such reports, notices or disclosures. DASNY (as conduit issuer) is 
not, for purposes of and within the meaning of Rule 15c-12, (i) committed by contract or other 
arrangement to support payment of all, or part of, the obligations on the Bonds, or (ii) a person for whom 
annual financial information and notices of material events will be provided. 

The Annual Information will consist of the funding sources of a Series 2015 Participant and the 
Debt Service Coverage calculation for a Series 2015 Participant.   

The Notices include notice of any of the following events with respect to the Series 2015 Bonds 
(a “Notice Event”): (1) principal and interest payment delinquencies; (2) non-payment related defaults, if 
material; (3) unscheduled draws on debt service reserves reflecting financial difficulties; (4) unscheduled 
draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity 
providers, or their failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue 
Service of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax status of the Series 2015 Bonds, 
or other material events affecting the tax status of the Series 2015 Bonds; (7) modifications to rights of 
the Owners of the Series 2015 Bonds, if material; (8) bond calls, if material, and tender offers; (9) 
defeasances; (10) release, substitution, or sale of property securing repayment of the Series 2015 Bonds, if 
material; (11) rating changes on the Series 2015 Bonds; (12) bankruptcy, insolvency, receivership or 
similar events of a Series 2015 Participant; (13) the consummation of a merger, consolidation, or 
acquisition involving a Series 2015 Participant or the sale of all or substantially all of the assets of such 
Series 2015 Participant, other than in the ordinary course of business, the entry into a definitive agreement 
to undertake such an action or the termination of a definitive agreement relating to any such actions, other 
than pursuant to its terms, if material; and (14) appointment of a successor or additional Trustee or the 
change of name of a Trustee, if material.  In addition, DAC will undertake to provide to the MSRB, in a 
timely manner, notice of any failure by any of the Series 2015 Participants to provide the Annual 
Information and annual financial statements by the date required in the Series 2015 Participants’ 
undertaking described above. 

The sole and exclusive remedy for breach or default under any Continuing Disclosure Agreement 
is an action to compel specific performance of the undertakings of the defaulting Series 2015 Participant 
and/or DASNY or the Trustee, and no person, including any Holder of the Series 2015 Bonds, may 
recover monetary damages thereunder under any circumstances.  A breach or default under a Continuing 
Disclosure Agreement will not constitute an event of default under the Resolutions.  In addition, if all or 
any part of Rule 15c2-12 ceases to be in effect for any reason, then the information required to be 
provided under the Continuing Disclosure Agreements, insofar as the provisions of Rule 15c2-12 no 
longer in effect required the providing of such information, will no longer be required to be provided. 
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The foregoing undertakings are intended to set forth a general description of the type of financial 
information and operating data that will be provided; the descriptions are not intended to state more than 
general categories of financial information and operating data; and where an undertaking calls for 
information that no longer can be generated because the operations to which it related have been 
materially changed or discontinued, a statement to that effect will be provided.  Any Continuing 
Disclosure Agreement, however, may under certain circumstances be amended or modified without the 
consent of Owners of the Series 2015 Bonds.  Copies of all Continuing Disclosure Agreements when 
executed by the parties thereto upon the delivery of the Series 2015 Bonds will be on file at the principal 
office of DASNY. 

For information about the Series 2015 Participants’ compliance with their continuing disclosure 
undertakings made pursuant to Rule 15c2-12, see “Appendix A - Description of Series 2015 Participants.” 

PART 17 - UNDERWRITING 

The Series 2015 Bonds are being purchased by Municipal Capital Markets Group, Inc. (the 
“Underwriter”).  The Underwriter has agreed, subject to certain conditions, to purchase the Series 2015 
Bonds from DASNY at a purchase price of $30,215,612.68 and to make a public offering of the Series 
2015 Bonds at prices not in excess public offering prices set forth on the inside cover page of this Official 
Statement. The Underwriter will be obligated to purchase all Series 2015 Bonds if any Series 2015 Bonds 
are purchased.  The Series 2015 Bonds may be offered and sold to certain dealers (including dealers 
depositing such Series 2015 Bonds into investment trusts) at prices lower than such public offering prices, 
and such public offering prices may be changed, from time to time, by the Underwriter.   

The Series 2015 Participants have agreed to indemnify the Underwriter and DASNY with respect 
to certain liabilities, including certain liabilities under the federal securities laws. 

PART 18 - RATING 

The Series 2015 Bonds have been rated “Aa2” by Moody’s.  The rating on the Series 2015 Bonds 
is based upon the obligation of the Series 2015 Participants under the Series 2015 Loan Agreements to 
make certain payments from the Revenues, and on the security interest in the Pledged Revenues granted 
by such Series 2015 Participants to DASNY under the Series 2015 Loan Agreements.  An explanation of 
the significance of the rating should be obtained from Moody’s.  There is no assurance that such rating 
will prevail for any given period of time or that it will not be changed or withdrawn by Moody’s if, in its 
judgment, circumstances so warrant.  Any downward revision or withdrawal of a rating may have an 
adverse effect on the market price of the Series 2015 Bonds. 

PART 19 - INDEPENDENT PUBLIC ACCOUNTANTS 

The Series 2015 Participants have provided their respective financial statements as of and for the 
years ended June 30, 2014, June 30, 2013 and June 30, 2012.  These financial statements, included in 
Appendix B to this Official Statement, have been audited by independent certified public accounting 
firms, as stated in their respective reports appearing therein.  Notwithstanding the receipt of any consents 
to append the financial statements to this Official Statement, none of the auditors performed any 
procedures relating to any of the information contained in this Official Statement.  

PART 20 – VERIFICATION OF MATHEMATICAL CALCULATIONS 

  Dunbar, Breitweiser & Company, LLP, Bloomington, Illinois (the “Verification Agent”) will 
verify from the information provided to them the mathematical accuracy, as of the date of delivery of the 
Series 2015 Bonds, of the computations contained in the provided schedules to determine that the amount 
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to be deposited to refund the prior bonds issued and outstanding as identified in Appendix A for each 
applicable Series 2015 Participant (the “Prior Bonds to be Refunded”) will be sufficient to pay, when due, 
the principal, or redemption price of and interest on the Prior Bonds to be Refunded.   
 

PART 21 - MISCELLANEOUS 

References in this Official Statement to the Act, the Resolutions, the Series 2015 Loan 
Agreements and the Mortgages do not purport to be complete.  Refer to the Act, the Resolutions, the 
Series 2015 Loan Agreements and the Mortgages for full and complete details of their provisions.  Copies 
of the Resolutions, the Series 2015 Loan Agreements and the Mortgages are on file with DASNY and the 
Trustee. 

The agreements of DASNY with Holders of the Series 2015 Bonds are fully set forth in the 
Resolutions.  Neither any advertisement of the Series 2015 Bonds nor this Official Statement is to be 
construed as a contract with purchasers of the Series 2015 Bonds. 

Any statements made in this Official Statement involving matters of opinion or estimates, 
whether or not expressly stated, are intended as such, and not as representations of facts.  No 
representation is made that any of the opinions or estimates will be realized.   

The information regarding the Series 2015 Participants contained in this Official Statement and 
information concerning the Series 2015 Facilities contained herein has, in each case, been furnished by 
the Series 2015 Participants.  DASNY believes that this information is reliable, but DASNY makes no 
representations or warranties as to the accuracy or completeness of such information. 

The information regarding DTC and DTC’s book-entry only system has been furnished by DTC.  
DASNY believes that this information is reliable, but makes no representations or warranties whatsoever 
as to the accuracy or completeness of this information. 

“Appendix A - Description of Series 2015 Participants,” “Appendix B - Audited Financial 
Statements of Series 2015 Participants” and “Appendix C - Unaudited Financial Information of Series 
2015 Participants” were supplied by the Series 2015 Participants. 

“Appendix D - Certain Definitions,” “Appendix E - Summary of Certain Provisions of the Series 
2015 Loan Agreements,” “Appendix F - Summary of Certain Provisions of the Resolutions” and 
“Appendix G - Form of Approving Opinion of Bond Counsel” have been prepared by Hawkins Delafield 
and Wood LLP, New York, New York, Bond Counsel to DASNY. 

Each Series 2015 Participant has reviewed the parts of this Official Statement describing such 
Series 2015 Participant, its Series 2015 Facilities, its Mortgage, if any, “PART 1 – INTRODUCTION” 
(but solely with respect to the headings “The Series 2015 Participants,”  “Additional Security – Pledged 
Revenues and Standby Intercepts,” “The Mortgages,” and “Collateral Assignment of Leases”), “PART 2 
– SOURCE OF PAYMENT AND SECURITY FOR THE SERIES 2015 BONDS – Security for the 
Series 2015 Bonds - Pledged Revenues – OPWDD Funds,” “– Security for the Series 2015 Bonds – 
Mortgages,” and “– Security for the Series 2015 Bonds – Collateral Assignment of Leases,” “PART 3 – 
THE SERIES 2015 BONDS – Principal, Sinking Fund Installment and Interest Requirements for the 
Series 2015 Bonds,” “PART 4 - THE SERIES 2015 PARTICIPANTS,” “PART 5 - SOURCES OF 
SERIES 2015 PARTICIPANT FUNDING,” “PART 6 – THE REFUNDING PLAN,” “PART 7 - 
ESTIMATED SOURCES AND USES OF FUNDS,” “PART 12 - BONDHOLDERS’ RISKS,” “PART 
16 – CONTINUING DISCLOSURE,” “PART 20 – VERIFICATION OF MATHEMATICAL 
CALCULATIONS,” and the information relating to it contained in Appendices A, B, and C.  It is a 
condition to the sale and delivery of the Series 2015 Bonds that each Series 2015 Participant certify as of 
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the dates of sale and delivery of the Series 2015 Bonds that such parts do not contain any untrue statement 
of a material fact and do not omit any material fact necessary to make the statements made therein, in the 
light of the circumstances under which the statements are made, not misleading. 

Each Series 2015 Participant has agreed to indemnify DASNY and certain others against losses, 
claims, damages and liabilities arising out of any untrue statements or omissions of statements of any 
material fact as described in the preceding paragraph with respect to such Series 2015 Participant. 

The execution and delivery of this Official Statement by an Authorized Officer have been duly 
authorized by DASNY. 

      DORMITORY AUTHORITY OF 
       THE STATE OF NEW YORK 
 
 
      By: /s/  Paul T. Williams, Jr.   
       Authorized Officer 
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BIRCH FAMILY SERVICES, INC. 
 

 General Operations.  Birch Family Services, Inc. (d.b.a. Birch Family Services) (“Birch Family 
Services”) was founded in 1975. Operating out of over 25 facilities, Birch Family Services provides a 
wide range of educational, residential and support services to the developmentally disabled in Manhattan, 
Brooklyn, Queens, and the Bronx. Birch Family Services is a comprehensive voluntary not-for-profit 
human services organization. A part of Birch Family Services’ mission is to provide support and 
assistance to individuals with developmental and related disabilities and their families. In order to achieve 
its mission, Birch Family Services provides services with the following goals: to assist individuals to 
develop to their fullest level of independence; to allow individuals choice in determining what their lives 
will be like; to help families stay together by providing relief, training and support of caregivers which 
enhance the family’s quality of life; and to provide excellent services as defined by the consumers of 
service. Birch Family Services is a not-for-profit organization exempt from income tax under Section 
501(c)(3) of the Internal Revenue Code and comparable New York State Law. 
 
 Birch Family Services’ funding sources for its 2014 Fiscal Year were: the New York State 
Education Department (“SED”) (approximately 58.3%), the State of New York Office for People with 
Developmental Disabilities (“OPWDD”) (approximately 30.7%), and miscellaneous other sources 
(approximately 11%). 
 

Description of Facilities and Financing Plan.  DASNY will lend Birch Family Services 
approximately $1,430,000 from the proceeds of the Series 2015 Bonds (“Birch Family Services’ 
Allocable Portion”) which amount will be used for legal fees, costs of issuance, debt service reserve 
requirements, and to finance or refinance debt incurred for the following project: 
 

• 137-31 80th Street, Howard Beach, New York (the “Facility”) – the acquisition, construction and 
renovation of a 2,538 square-foot two-story building to be used for a group residential home for 
six developmentally disabled adults. 

 
The governmental funding source for the Facility is OPWDD and the Facility is supported by PPAs, 

which Birch Family Services has received.  This means the Facility is pre-approved by OPWDD for 
reimbursement by OPWDD for principal and interest costs incurred in connection with the construction 
and/or renovation and furnishing of the Facility and financing or refinancing costs incurred in connection 
therewith.  The Facility has a Certificate of Occupancy and an Operating Certificate.  However, the 
Facility is awaiting a new Certificate of Occupancy.  (See the information in this Official Statement 
entitled “PART 11 - BONDHOLDERS’ RISKS - Completion of the Projects; Zoning; Certificate of 
Occupancy.”) 
 
 Birch Family Services owns the Facility.  Birch Family Services will grant DASNY a real 
property mortgage on the Facility, a subordinate lien on the furniture, fixtures and equipment financed 
with bond proceeds and constituting a portion of the Facility, and a lien on the Public Funds attributable 
to the Facility. 
 
 Other Properties.  Birch Family Services also owns 9 properties and leases another 13 properties 
throughout New York City.  
 

Description of Employees.  Birch Family Services employs a total of approximately 913 
employees, of which approximately 16 employees are employed at the Facility.  Birch Family Services 
expects that the operation of the Facility will require it to employ additional personnel.  
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Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of Birch Family Services for Fiscal Year 2014 and 

the Pro Forma Total Debt Service Coverage Ratio (which includes Birch Family Services’ Allocable 
Portion of the Series 2015 Bonds) are as follows: 
 

  2014   2014 
  Actual   Pro Forma 

Revenues $56,218,538  $56,218,538 

Expenses 55,957,558 55,957,558 

Total Net Revenue 260,980 260,980 

  

Less Extraordinary Revenue Items   

Plus Extraordinary Revenue Items   

  

Plus Depreciation and Amortization 1,498,098 1,498,098 

Plus Current Interest Expense 490,267 490,267 

New PPA Program Revenues  136,162 

  
Total Net Revenues Available for Debt 
Service 2,249,345 2,385,507 

  

Maximum Annual Debt Service 1,773,603 1,909,765 

  

Total Debt Service Coverage Ratio 1.27 1.25 
 
Financials. 

 
Audited financial statements for Birch Family Services’ fiscal years ended June 30, 2012, June 

30, 2013 and June 30, 2014 were prepared by BDO USA, LLP.  Such audited financial statements are 
attached as Appendix B-I.  Such audited financial statements were prepared on a consolidated basis with 
The Herbert G. Birch Services Fund, Inc., a wholly-owned subsidiary of Birch Family Services (the 
“Fund”).  Interim unaudited financial information relating to Birch Family Services and the Fund, prepared 
by Birch Family Services’ Management and covering the period from July 1, 2014 through October 31, 2014, 
is attached as Appendix C-I.  Significant accounting policies are contained in the audited financial 
statements. 

 
[The remainder of this page is intentionally left blank.] 
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 Management’s Summary of Financial Information and Results of Operations. 
 

Summary of Financial Information for Prior Five Fiscal Years - All Funds 
 

The following is a combined summary of financial information for Birch Family Services for the 
most recently ended five fiscal years for which audited financial statements were available and has been 
prepared by Birch Family Services’ Management and derived from Birch Family Services’ audited 
financial statements.  The data is presented on a consolidated basis with the Fund.  The data contained in 
the following table should be read in conjunction with the audited financial statements and related notes 
presented in Appendix B-I. 
 

Fiscal Year Ended June 30,  
              
          2010       2011       2012       2013       2014 
              
 
Current Assets $  7,869,255 $  6,513,111 $  7,971,234  $  9,973,155 $  9,549,960 
Net Fixed Assets     8,819,528   12,218,913   12,551,359   12,269,559   12,291,409 
Other     1,664,856        963,379     1,336,783     1,395,560     1,082,563 
 
 Total   18,353,639   19,695,403   21,859,376   23,638,274   22,923,932 
 
Current Liabilities     7,619,458     8,361,761     9,420,374     9,309,738     7,845,006 
Other Liabilities     7,768,649     8,171,052     8,837,279   10,662,080   11,151,490 
Net Assets     2,965,532     3,162,590     3,601,723     3,666,456     3,927,436 
 
 Total   18,353,639   19,695,403   21,859,376   23,638,274   22,923,932 
 
Operating Revenue:    
Program Revenue   46,788,808   50,084,261   52,248,634   54,176,272   54,411,001 
Nonprogram Revenue     1,238,248     1,177,102     1,378,399     1,295,151     1,807,537 
 
 Total   48,027,056   51,261,363   53,627,033   55,471,423   56,218,538 
 
Operating Expenses   47,565,638   51,064,305   53,187,900   55,406,690   55,957,558 
 
Change in Net Assets        461,418        197,058        439,133          64,733        260,980 
 
Net Assets, Beginning     2,504,114     2,965,532     3,162,590     3,601,723     3,666,456 
  of Year 
 
Prior Period Adjustment                    0                   0                   0                   0                   0 
 
Net Assets, End of Year     2,965,532     3,162,590     3,601,723     3,666,456     3,927,436 
 
Cash & Equivalents     2,886,893     1,543,775     3,555,425     4,736,865     3,485,809 
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Management Discussion of Results of Operations. 
 

(1) Known Trends or Uncertainties Likely to have an Impact on Liquidity:  Birch Family 
Services believes there are no trends or uncertainties which have had or are reasonably likely to have a 
material impact on its short-term or long-term liquidity.  
 

(2) Sources of Liquidity:  (a) Internal:  Birch Family Services and the Fund had combined 
current assets of  $9,973,155 and $9,549,960 at the end of the fiscal years of 2013 and 2014, respectively.  
(b)  External:  Birch Family Services has available a $7 million line of credit from Citibank, N.A.  
 

(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
Birch Family Services expects it will receive a reduction in OPWDD operating revenue of approximately 
1.15% compared to the 2013-14 revenue, which will be phased-in over four years.  This decrease does not 
impact the PPA payments supporting debt service.  This decrease is also exclusive of additional revenue 
resulting from other actions such as the cost of living increases (2% effective January 1, 2015 and an 
additional 2% effective April 1, 2015) included in the New York State Budget, as well as increases as a 
result of new program development. OPWDD will also re-base each agency’s rate on July 1, 2015 
utilizing the CFR cost data for 2013, which could alter the agency’s original target rates. Other than the 
foregoing, Birch Family Services is not aware of any trends or uncertainties that have had or that are 
reasonably expected to have a material impact on the net revenues.  (See the information in this Official 
Statement entitled “PART 11 - BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2013 and 2014 were $515,202 and $936,884, 
respectively.  See Appendix C-II for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  Birch Family Services’ total operations 
have increased due to the opening of the Facility. 
 

Liquidity and Capital Resources.  As of June 30, 2014, Birch Family Services had $3,485,809 
in unrestricted cash and cash equivalents and $5,004,753 in net accounts receivable. 
 
 As of June 30, 2014, Birch Family Services had an available line of credit of $7 million with 
Citibank, N.A.  The line of credit is revolving and is secured by all business personal property of Birch 
Family Services, including accounts receivable, a portion of which includes Public Funds and thus 
constitutes a Prior Pledge as to such funds.  There was a balance of $650,000 outstanding at June 30, 
2014. 
 

Long-Term Debt.  As of June 30, 2014, Birch Family Services had $10,025,545 in outstanding 
long-term indebtedness.  Approximately $6,360,177 of this indebtedness is secured by mortgages, and is 
not secured by a security interest in Birch Family Services’ Public Funds.  The balance of approximately 
$3,665,368 is secured by a security interest in Birch Family Services’ Public Funds, which constitutes a 
Prior Pledge.  Birch Family Services has not incurred any long-term debt subsequent to June 30, 2014.  
 

Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or ability of Birch Family Services to continue to 
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operate its facilities or to challenge title to its properties or seeking damages in excess of applicable 
insurance coverage or wherein an adverse determination might materially adversely affect the ability of 
Birch Family Services to carry out the transactions contemplated in the Loan Agreement and the Intercept 
Agreement.  
 

Management.   
 
Directors and Officers.  The affairs of the Birch Family Services are governed by a Board of 

Directors consisting of ten members.  The officers of the Board of Directors are:  Robin E. Keller, Esq., 
Chair; Dan Brecher, Esq., First Vice Chair; Judith Kauffman Fullmer, Second Vice-Chair; Alan L. 
Goldberg, CPA, Treasurer; and Jean Rawitt, Secretary.  Other members of the Board of Directors include:  
Judy Collins, Esq., Richard E. Farley, Esq., Jay R. Fialkoff, Esq., Jay R. Indyke, Sharon Jones and 
George Varughese.  The Board meets at least once per year; a majority of the members constitutes a 
quorum.  The members of the Board serve without compensation. 
 

Executive and Administrative Officers.   
 
Gerald F. Maurer, Ph.D. has been the Chief Executive Officer of Birch Family Services since 

2005.  Dr. Maurer has served people with developmental disabilities for over 30 years. His position 
reports to the Board of Directors. Rinku Bhattacharya assumed the role of Chief Financial Officer of 
Birch Family Services effective 2010.  Ms. Bhattacharya has positioned herself to meet the complex fiscal 
challenges Birch Family Services faces due to the current economic climate by careful and critical 
analyses of all finance-based functions.  Lisa Gilday has worked for Birch Family Services for over 20 
years and became the Chief Operating Officer in  July 2014.  

 
Continuing Disclosure.   
 
As described in this paragraph, during the past five years, Birch Family Services has failed to 

provide certain secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous 
continuing disclosure undertakings.  Such failures include (i) late filings (up to 102 days after the deadline 
set forth in its continuing disclosure undertakings) of its audited financial statements with respect to each 
of its fiscal years ended June 30, 2009 through and including June 30, 2012; and (ii) failure to file its 
Annual Information with respect to each of its fiscal years ended June 30, 2009 through and including 
June 30, 2012.  Birch Family Services has adopted procedures to ensure the timely filing of required 
information pursuant to its continuing disclosure undertakings in the future. 

 
 

[The remainder of this page is intentionally left blank.] 
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COMMUNITY RESOURCE CENTER FOR  
THE DEVELOPMENTALLY DISABLED, INC. 

 
 General Operations.  Community Resource Center for the Developmentally Disabled, Inc., 
(“CRCDD”) was founded in 1976.  Operating out of eight facilities, CRCDD provides a wide range of 
residential services to the developmentally disabled community of New York City.  CRCDD’s mission is 
to provide programs of care, service, habilitation, rehabilitation and social/recreational activities geared to 
the functioning capacity and developmental needs of each individual in our care, so that they may be 
helped to experience living independently, making meaningful choices, enjoy personal relationships, 
communicate freely and receive effective services.  CRCDD’s primary funding sources are OPWDD 
(approximately 96%) and miscellaneous other sources (approximately 4%). CRCDD is a not-for-profit 
organization, exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and 
comparable New York State law. 

 Description of Project.  DASNY will lend CRCDD approximately $740,000 from the proceeds of 
the 2015 Bonds (“CRCDD’s Allocable Portion”), which will be used for legal fees, capitalized interest, 
costs of issuance, debt service reserve requirements and, together with funds on the deposit with the 
trustee for the 2007B Bonds (as defined herein), to finance or refinance debt incurred for the following 
project (the “Facility”): 
 

• 631 Pelham Parkway North, Bronx, New York: to refinance existing loans made from the 
proceeds of the New York City Industrial Development Agency (“NYCIDA”) Civic 
Facility Revenue Bonds (Special Needs Facilities Pooled Program), Series 2007B-1 (the 
“2007B Bonds”), which were used for the purchase and renovation of a residential 
facility for 11 developmentally disabled adults in a 5,950 square foot, two-story building. 

 
 The governmental funding source for the Facility is OPWDD, and the Facility is supported by a 
PPA, which CRCDD has received.  This means the project is pre-approved by OPWDD for principal and 
interest reimbursement by OPWDD.  The Facility has received a Certificate of Occupancy and an 
Operating Certificate.   (See the information in this Official Statement entitled “PART 11 - 
BONDHOLDERS’ RISKS - Completion of the Projects; Zoning; Certificate of Occupancy.”) 
 
 The Facility is leased to CRCDD.  CRCDD will grant DASNY a subordinate security interest in 
the furniture, equipment and other assets financed with bond proceeds and constituting a portion of the 
Facility, and a lien on the Public Funds attributable to the Facility. 
 
 Other Properties.  CRCDD also owns three residences and leases five other residences and 
properties in New York City.   
 
 Description of Employees.  CRCDD employs approximately 131 full-time and approximately 
112 part-time employees in New York City.  The Facility is not expected to require CRCDD to employ 
new employees. 
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 Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of CRCDD for Fiscal Year 2014 and the Pro 

Forma Total Debt Service Coverage Ratio (which includes CRCDD’s Allocable Portion of the Series 
2015 Bonds) are as follows: 

  2014 2014 
  Actual Pro Forma 

Revenues $15,489,255 $15,489,255 

Expenses 16,217,438 16,217,438 

Total Net Income (after adjustment) (728,183) (728,183)

  

Less Extraordinary Revenue Items   

Plus Extraordinary Expense Items 911,125 911,125 

  

Plus Depreciation and Amortization 191,547 191,547 

Plus Current Interest Expense 151,067 151,067 

New PPA Program Revenues   

  

Total Net Revenues Available for Debt Service 525,556 525,556 

Maximum Annual Debt Service 351,867 343,267 

  

Total Debt Service Coverage Ratio 1.49 1.53

 
 Financials.   
 
 Audited financial statements for CRCDD’s fiscal years ending June 30, 2012 and June 30, 2013 
were prepared by Stephen J. Ganns, CPA.  Audited financial statements for CRCDD’s fiscal year ending 
June 30, 2014 were prepared by Cornick Garber Sandler, LLP.  Such audited financial statements are 
attached as Appendix B-II.  Interim unaudited financial information covering the period from July 1, 2014 
through October 31, 2014 is attached as Appendix C-II.  Significant accounting policies are contained in 
the audited financial statements. 
 
 

[The remainder of this page is intentionally left blank.] 
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Management’s Summary of Financial Information and Result of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years – All Funds. 

 The following is a summary of financial information for CRCDD for the most recently ended five 
fiscal years for which audited financial statements were available and has been prepared by CRCDD ’s 
management and derived from the audited financial statements of CRCDD  for such periods.  The data 
contained in the following table should be read in conjunction with the audited financial statements and 
related notes presented in Appendix B-II. 
 

Fiscal Year Ended June 30, 
              
              

     2010      2011       2012      2013      2014 
              
 
Current Assets $  2,694,461 $  2,945,627 $  5,240,564 $  3,916,204 $  5,227,811 
Net Fixed Assets     2,730,059     2,596,682     2,369,132     2,223,781     2,101,713 
Other Assets        158,627        132,490        272,575        253,628        270,450 
 
 Total     5,583,147     5,674,799     7,882,271     6,393,613     7,599,974 
 
Current Liabilities     1,745,702     1,511,803     3,587,300     1,952,092     4,060,486 
Other Liabilities     2,928,805     2,859,077     2,599,233     2,427,774     2,253,924 
Net Assets        908,640     1,303,919     1,695,738     2,013,747     1,285,564 
 
 Total     5,583,147     5,674,799     7,882,271     6,393,613     7,599,974 
 
Operating Revenue:      
  Program Revenue   13,896,706   15,240,211   13,894,177   14,753,925   14,869,477 
  Nonprogram Revenue        496,775        575,617        582,293        649,735        619,778 
 
 Total   14,393,481   15,815,828   14,476,470   15,403,660   15,489,255 
 
Operating Expenses   13,701,317   15,420,549   14,084,651   15,085,651   15,306,313 
 
Change in Net Assets        692,164        395,279        391,819        318,009        182,942 
 
Net Assets, Beginning        168,011        908,640     1,303,919     1,695,738     2,013,747 
  of Year 
 
Prior Period Adjustment         48,465                  0                  0                  0       (728,183) 
 
Net Assets, End of Year        908,640     1,303,919     1,695,738     2,013,747     1,285,564 
 
Cash & Equivalents        929,033     1,265,757     3,636,360     2,104,496     2,430,285 
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Management Discussion of Results of Operations.   
 
 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  CRCDD 
believes that there are no trends or uncertainties that have had, or are reasonably likely to have, a material 
impact on CRCDD’s short-term or long-term liquidity.  
 
 (2) Sources of Liquidity:  (a) Internal – Current assets were $5,227,811 and $3,916,204 at the 
end of the 2014 and 2013 fiscal years, respectively.  (b) External – CRCDD has lines of credit from 
Valley National Bank in the aggregate amount of $1,000,000.   
 

(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
CRCDD expects it will receive an increase in OPWDD revenue of approximately 6.43% compared to the 
2013-14 revenue, which will be phased-in over four years. This increase is exclusive of additional 
revenue resulting from other actions such as the cost of living increases (2% effective January 1, 2015 and 
an additional 2% effective April 1, 2015) included in the New York State Budget, as well as increases as 
a result of new program development. OPWDD will also re-base each agency’s rate on July 1, 2015 
utilizing the CFR cost data for 2013, which could alter the agency’s original target rates. Other than the 
foregoing, CRCDD is not aware of any trends or uncertainties that have had or that are reasonably 
expected to have a material impact on the net revenues.  (See the information in this Official Statement 
entitled “PART 11 - BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2013 and 2014 were $206,086 and $180,935, 
respectively.  See Appendix C-II for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  CRCDD’s total operations have not 
materially increased or decreased in recent years.  
 
 Liquidity and Capital Resources.  As of June 30, 2014, CRCDD had $2,430,285 in unrestricted 
cash and cash equivalents and $2,638,744 in net accounts receivable. 

 As of June 30, 2014, CRCDD had no outstanding balance of on its $1,000,000 line of credit with 
Valley National Bank.  The line of credit is secured by all assets of CRCDD, including accounts 
receivable, a portion of which is attributable to Public Funds and thus constitutes a Prior Pledge.  There 
were no other loans outstanding as of June 30, 2014. 
 
 Long-Term Debt.  As of June 30, 2014, CRCDD has $2,334,926 in outstanding long-term 
indebtedness, which is secured by a security interest in CRCDD’s Public Funds, and thus constitutes a 
Prior Pledge with respect to such funds.  CRCDD has not incurred any long-term debt subsequent to June 
30, 2014. 
 
 Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of CRCDD to continue to operate 
its facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
coverage or wherein an adverse determination might materially adversely affect the ability of CRCDD to 
carry out the transactions contemplated in the Loan Agreement and the Intercept Agreement.   
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 Management. 

 Directors and Officers.  The affairs of CRCDD are governed by a Board of Directors of eight.  
The officers are comprised of: Mr. James R. Hays, Chairperson, Samuel Marquez, Vice Chairperson, and 
Maria Cancel, Secretary.  Other members of the Board of Directors are: Rev. James Borstelmann, Mr. 
James G. Donahue, Sr. Patrice Owens, Sr. Mary Mazza, and Mr. Edward Singleton.  The Board of 
Directors meets at least four times a year.  Five members of the Board constitute a quorum.  The members 
of the Board serve without compensation. 

 Executive and Administrative Officers.  Kevin M. Meade has been employed at CRCDD since 
1982 and has served as its Executive Director since 1999.  Robert A Cutting has been employed at 
CRCDD since 1986 and has served as it Associate Executive Director since 1999.  Vivienne Whyte has 
been employed at CRCDD since 1990 as the Senior Accountant.  

Continuing Disclosure.   
 
As described in this paragraph, during the past five years, CRCDD has failed to provide certain 

secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) late filings (up to 236 days after the deadline set forth 
in its continuing disclosure undertakings) of its audited financial statements with respect to each of its 
fiscal years ended June 30, 2011 and June 30, 2013; (ii) failure to file its audited financial statements with 
respect to each of its fiscal years ended June 30, 2009 and June 30, 2010; and (iii) failure to file its 
Annual Information with respect to each of its fiscal years ended June 30, 2009 through and including 
June 30, 2013.  CRCDD has adopted procedures to ensure the timely filing of required information 
pursuant to its continuing disclosure undertakings in the future. 
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EDEN II SCHOOL FOR AUTISTIC CHILDREN, INC. 
 

General Operations.  The Eden II School for Autistic Children, Inc. (“Eden II”) was founded in 
1976.  Operating out of 13 facilities, Eden II provides a wide range of services to individuals with autism 
spectrum disorders or individuals with autistic-like communication and behavior disorders, as defined by 
the Autism Society of America.  Eden II students and adult consumers reside in New York City and the 
counties of Long Island.  Eden II provides the following range of services: 
 

• Day school programs for pre-school and school age children 
• A vocational program for adolescents 
• Residential programs for adolescents and adults 
• Family support services 
• Adult day training and day habilitation programs 
• Community outreach services including parent training, community lectures and seminars, 

professional consultations, after-school services, and summer camps 
 

Eden II’s success in providing quality services lies in its commitment to state of the art 
programming.  Applied Behavior Analysis, the only empirically validated intervention for individuals 
with autism, provides the framework for all Eden II programs.  Treatment programs are tailored to fit the 
individual and are implemented within a community-based context, designed to facilitate community 
living.  The goal for all consumers of Eden II is independence and community integration. 
 

Eden II’s primary funding sources for its 2014 Fiscal Year were: OPWDD (approximately 56%), 
SED (approximately 43%), and miscellaneous other sources (approximately 1%).  
 

Description of Facilities and Financing Plan.  DASNY will lend Eden II approximately 
$4,000,000 from the proceeds of the Series 2015 Bonds (“Eden II’s Allocable Portion”), which will be 
used for legal fees, capitalized interest, costs of issuance, debt service reserve requirements and, together 
with funds on the deposit with the respective trustees for the 2005A Bonds, the 2006D Bonds and the 
2007A Bonds (each such term as defined herein), to refinance debt incurred in the acquisition of the 
following facilities (the “Facilities”): 
 

• 682 Collfield Avenue, Staten Island, New York (“Collfield Avenue”): to refinance existing loans 
which were used for the acquisition of a 2,604 square-foot 2-story building to be used as a 
residential facility for five developmentally disabled individuals and respite for two individuals. 

 
• 94 Wright Avenue, Staten Island, New York (“Wright Avenue”): to refinance existing loans 

made from the proceeds of the NYCIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2005A-1 (the “2005A Bonds”), which were used for the acquisition of a 
13,800-square-foot 2-story building to be used as a day habilitation facility for 46 
developmentally disabled individuals.  

 
• 106 Grayson Street, Staten Island, New York (“Grayson Street”): to refinance existing loans 

made from the proceeds of the 2005A Bonds, which were used for the acquisition of a 2,700-
square-foot 2-story building to be used as a residential facility for eight developmentally disabled 
individuals. 

 
• 155 Dix Hills Road, Huntington, New York (“Dix Hills Road”): to refinance existing loans made 

from the proceeds of the Suffolk County Industrial Development Agency (“SCIDA”) Civic 
Facility Revenue Bonds (Special Needs Facilities Pooled Program), Series 2006D-1 (the “2006D 
Bonds”), which were used for the acquisition of a 2,780-square-foot 2-story building to be used 
as a residential facility for six developmentally disabled individuals. 
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• 131 Cambon Avenue, St. James, New York (“Cambon Avenue”): to refinance existing loans 
made from the proceeds of the SCIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2007C-1 (the “2007C Bonds”),for the acquisition of a 3,284-square-foot 
2-story building to be used as a residential facility for six developmentally disabled individuals. 

 
 The governmental funding source for the Facilities is OPWDD, and all of the facilities are 
supported by PPAs, which Eden II has received.  This means the projects are pre-approved by OPWDD 
for principal and interest reimbursement by OPWDD.  Each of the Facilities has received a Certificate of 
Occupancy and an Operating Certificate.  However, the Operating Certificate for Collfied Avenue does 
not cover all of the units, and Eden II is in the process of obtaining an updated Operating Certificate.  (See 
the information in this Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS - Completion 
of the Projects; Zoning; Certificate of Occupancy.”) 
 
 Eden II owns each of the Facilities.  Eden II will grant DASNY a mortgage on the real property 
with respect to the Facilities, a subordinate lien on the furniture, fixtures and equipment financed with 
bond proceeds and constituting a portion of the Facilities, and a lien on the Public Funds attributable to 
the Facilities. 
 

Other Properties.  Eden II also owns and operates three properties and leases another five 
properties throughout New York City and Long Island.  Additional owned properties are expected to open 
in January and July of 2015. 
 

Employees.  Eden II employs a total of approximately 423 full-time and 187 part-time 
employees, of which approximately 130 full-time and 22 part time employees are employed at the 
Facilities.  Eden II does not expect that the operation of the Facility will require it to employ additional 
personnel.  

 
Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of Eden II for Fiscal Year 2014 and the Pro Forma 

Total Debt Service Coverage Ratio (which includes Eden II’s Allocable Portion of the Series 2015 
Bonds) are as follows: 
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  2014 2014 
  Actual Pro Forma 

Total Revenues $29,711,534 $29,711,534 

Total Expenses 28,096,278 28,096,278 

Net Income (after adj.) 1,615,256 1,615,256 

  

Less Extraordinary Revenue Items (11,101) (11,101)

Plus Extraordinary Expense Items 2,191 2,191 

  

Plus Depreciation and Amortization 763,122 783,903 

Plus Current Interest Expense 425,356 467,099 

New PPA Revenues   

  

Total Net Revenues Available for Debt Service 2,794,824 2,857,348 

 

Maximum Annual Debt Service 1,113,917 1,098,917 

  

Total Debt Service Coverage Ratio 2.51 2.60
 
Financials. 

 
Audited financial statements for Eden II’s fiscal years ended June 30, 2013 and June 30, 2014 

were prepared by BDO USA, LLP.  Audited financial statements for Eden II’s fiscal year ended June 30, 
2012 were prepared by Holtz Rubenstein Reminick LLP.  Such audited financial statements are attached 
as Appendix B-III.  Interim unaudited financial information relating to Eden II, prepared by Eden II’s 
Management and covering the period from July 1, 2014 through October 31, 2014 is attached as Appendix C-
III.  Significant accounting policies are contained in the audited financial statements. 

 
[The remainder of this page is intentionally left blank.] 
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 Management’s Summary of Financial Information and Results of Operations. 
 

Summary of Financial Information for Prior Five Fiscal Years - All Funds 
 

The following is a combined summary of financial information for Eden II for the most recently 
ended five (5) fiscal years for which audited financial statements were available and has been prepared by 
Eden II’s Management and derived from Eden II’s audited financial statements.  The data contained in the 
following table should be read in conjunction with the audited financial statements and related notes 
presented in Appendix B-III. 
 

Fiscal Year Ended June 30,  
              
           2010       2011       2012       2013       2014 
              
 
Current Assets $  7,329,182 $  6,480,741 $  7,563,747 $  6,338,928 $  7,868,099 
Net Fixed Assets     9,602,661   13,626,925   13,551,088   11,861,565   16,140,495 
Other     1,019,665        364,665        245,000     2,314,950     22,69,241 
 
 Total   17,951,508   20,472,331   21,359,835   20,515,443   26,277,835 
 
Current Liabilities     5,311,696     4,507,125     3,035,210     3,776,828     4,635,693 
Other Liabilities   10,834,055   13,802,612   13,796,698   10,390,341   13,678,612 
Net Assets     1,805,757     2,162,594     4,527,927     6,348,274     7,963,530 
 
 Total   17,951,508   20,472,331   21,359,835   20,515,443   26,277,835 
 
Operating Revenue:    
Program Revenue   22,731,998   23,535,084   23,708,485   24,113,351   24,132,291 
Nonprogram Revenue     2,521,742     2,158,979     5,232,404     4,390,466     5,581,434 
 
 Total   25,253,740   25,694,063   28,940,889   28,503,817   29,713,725 
 
Operating Expenses   25,055,711   25,983,811   26,319,646   26,649,819   28,096,278 
 
Unrealized Gain/Loss       (146,084)               362         (84,803)         (33,651)           (2,191) 
 
Change in Temporarily                    0        646,223       (171,107)                    0                   0 
  Restricted Net Assets 
 
Change in Net Assets          51,945        356,837     2,365,333     1,820,347     1,615,256 
 
Net Assets, Beginning     1,753,812     1,805,757     2,162,594     4,527,927     6,348,274 
  of Year 
 
Net Assets, End of Year     1,805,757     2,162,594     4,527,927     6,348,274     7,963,530 
 
Cash & Equivalents        336,674        672,550        315,550        482,635        743,618 
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 Management Discussion of Results of Operations. 
 
 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  Eden II believes 
that there are no trends or uncertainties that have had, or are reasonably likely to have, a material impact 
on Eden II’s short-term or long-term liquidity. 
 

(2) Sources of Liquidity:   Eden II had current assets of $7,868,099 and $6,338,928 at the end 
of the fiscal years of 2014 and 2013 respectively.  
 
(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a result of 
the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
Eden II expects it will receive a reduction in OPWDD revenue of approximately 5.1% compared to the 
2013-14 revenue, which will be phased-in over four years.  This decrease does not impact the PPA 
payments supporting debt service.  This decrease is also exclusive of additional revenue resulting from 
other actions such as the cost of living increases (2% increases each for salaries and fringe benefits for 
support and direct care staff effective January 1, 2015, and an additional 2% each for salaries and fringe 
benefits for support, direct care and clinical staff effective April 1, 2015) included in the New York State 
Budget, as well as increases as a result of new program development. OPWDD will also re-base each 
agency’s rate on July 1, 2015 utilizing the CFR cost data for 2013, which could alter the agency’s original 
target rates. Other than the foregoing, Eden II is not aware of any trends or uncertainties that have had or 
that are reasonably expected to have a material impact on the net revenues.  (See the information in this 
Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS.”) 

 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2014 and 2013 were $3,156,894 and $1,954,836, 
respectively.  See Appendix C-III for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  The number of persons served by Eden 
II’S total operations have not materially increased or decreased in recent years. 
 

Liquidity and Capital Resources.  As of June 30, 2014, Eden II had $743,618 in unrestricted 
cash and cash equivalents and $2,984,607 in net program services accounts receivable. 
 
 Eden II has a $3,000,000 line of credit with Santander Bank (formerly Sovereign Bank), secured 
by general intangibles and accounts receivable, which includes Public Funds, and thus constitutes a Prior 
Pledge with respect to such funds. 
 
 In connection with the renovation of one of its properties, Eden II has obtained a $4.73 million 
bridge loan with FJC.  As of June 30, 2014, $1,125,000 has been drawn and is outstanding on the loan. 
 
 In November 2014, Eden II acquired a new property to be converted into an additional residential 
facility for seven developmentally disabled individuals.  The property was acquired through a line of 
credit totaling $1,352,100.  As of November 30, 2014, $692,461 has been drawn on such line of credit. 
 

Long-Term Debt.  As of June 30, 2014, Eden II had $9,789,278 in outstanding long-term 
indebtedness.  Approximately $1,364,278, of this indebtedness is secured by mortgages, and is not 
secured by a security interest in Eden II’s Public Funds, and thus constitutes a Prior Pledge with respect to 
such funds.  The balance of approximately $8,425,000 is secured by a security interest in Eden II’s Public 
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Funds.  Other than as set forth in the preceding paragraph, Eden II has not incurred any long-term debt 
subsequent to June 30, 2014. 
 
 Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of Eden II to continue to operate its 
facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
coverage or wherein an adverse determination might materially adversely affect the ability of Eden II to 
carry out the transactions contemplated in the Loan Agreement and the Intercept Agreement.   

 
Management. 

 
Directors and Officers.  A Board of Trustees (the “Board”) whose members number no less than 

seven and no more than twenty-five governs the affairs of Eden II.  There are currently twenty three 
members of the Eden II Board. 

 
 The officers are comprised of: R. Shanx Ravisankar, Chair, Donald M. Russo, Vice 

Chair, Gregg Iliceto, CPA, Treasurer, and James Caldarella, Secretary.  Other members of the Board of 
Directors are: Sheldon Becher, Cafo Boga,  Rick Chou, D.O., Chris Drewes, Esq., Stephanie Dussel, 
Robert Fitzsimmons, Michael Giangregorio, Steve Kirschbaum, John Lavelle, Barbara Maxwell, Laura 
Moretti, Bernardo Pace, Ph.D., Shanker Ramamurthy, David Rose, John Rudin, Ralph Scamardella, Terry 
Tarangelo, Christine Thiverge, Esq. and Anthony Tucci, Esq.  The Board meets at least four times a year.  
A majority of the trustees in office shall constitute a quorum.  The members of the Board serve without 
compensation. 
 

Executive and Administrative Officers. 
 
 Joanne Gerenser, Ph.D., has been employed at Eden II since 1982, and has served as its Executive 
Director since 1996.  Dr. Gerenser is a distinguished professional, having been credited with over 50 
presentations and publications.  She has won numerous awards for contributions in the field of autism.  
Dr. Gerenser earned a doctorate in Speech and Hearing Science at the City University of New York 
Graduate Center; a master’s degree in Speech and Hearing Sciences at The Ohio State University, and a 
B.A. in Speech Pathology and Audiology from SUNY - Geneseo. 
 
 Other key employees include Daniel Rauch, CPA, Chief Financial Officer.  Mr. Rauch joined 
Eden II in 2014 as the Chief Financial Officer. Prior to joining Eden II, he served as the chief financial 
officer at several not-for-profit organizations including a continuing care retirement community and acute 
care hospitals. He also has over 10 years of experience at the national accounting firm of Deloitte & 
Touche.  Besides being a Certified Public Accountant, he is also a Certified Internal Auditor. He received 
a Bachelor of Business Administration from the University of Notre Dame. 

 
Continuing Disclosure.   
 
As described in this paragraph, during the past five years, Eden II has failed to provide certain 

secondary market disclosures pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) the late filings (102 days after the deadline set forth in 
its continuing disclosure undertakings) of its audited financial statements with respect to its fiscal year 
ended June 30, 2011; and (ii) failure to file its Annual Information with respect to each of its fiscal years 
ended June 30, 2009 through and including June 30, 2013.  Eden II has adopted procedures to ensure the 
timely filing of required information pursuant to its continuing disclosure undertakings in the future. 



 

A-17 
 
ME1 18924922v.14 

HASC CENTER, INC. 

 General Operations.  HASC Center, Inc. (“HASC Center”) was founded in 1963.  Operating out 
of 34 facilities, HASC Center provides a wide range of day and residential services to the 
developmentally disabled community of Brooklyn.  The mission of HASC Center is to assist people with 
developmental disabilities to improve the quality of their lives in the community.  To achieve this 
mission, HASC Center provides quality housing, habilitative and rehabilitative services to people with 
disabilities.  It operates within a philosophy of encouraging independence, individualization, inclusion 
and productivity for its consumers.  HASC Center’s primary funding sources are OPWDD 
(approximately 99%) and the Vocational and Educational Services for Individuals with Disabilities 
program of SED (“VESID”) (approximately 1%).  HASC Center is a not-for-profit organization, exempt 
from income tax under Section 501(c)(3) of the Internal Revenue Code and comparable New York State 
law. 
 
 Description of Facilities and Financing Plan.  DASNY will lend HASC Center approximately 
$4,700,000 from the proceeds of the 2015 Bonds (“HASC Center’s Allocable Portion”), which will be 
used for legal fees, capitalized interest, costs of issuance, debt service reserve requirements and, together 
with funds on the deposit with the respective trustees for the 2000A Bonds, the 2004A Bonds, the 2007A 
Bonds and the 2008A Bonds (each such term as defined herein), to finance or refinance debt incurred for 
the following projects (collectively, the “Facilities”): 
 

• 2102-2106 Avenue I, Brooklyn, New York (“Avenue I”): to refinance existing loans for 
the purchase and renovation of a residential facility for ten developmentally disabled 
adults in a 3,536 square foot, two-story building.  

 
• 1221 E. 14th Street, Brooklyn, New York (“14th Street”): to refinance existing loans made 

from the proceeds of the NYCIDA Civic Facility Revenue Bonds (Special Needs 
Facilities Pooled Program), Series 2000A-1 (the “2000A Bonds”), which were used for 
the purchase and renovation of a day habilitation facility for 84 developmentally disabled 
adults in a 7,500 square foot, one-story building.  

 
• 2173 Coney Island Avenue, Brooklyn, New York (“Coney Island Avenue”): to refinance 

existing loans made from the proceeds of the NYCIDA Civic Facility Revenue Bonds 
(Special Needs Facilities Pooled Program), Series 2004A-1 (the “2004A Bonds”), which 
were used for the purchase and renovation of a residential facility for 11 developmentally 
disabled adults in a 2,077 square foot, three-story building.  

 
• 373 Webster Avenue, Brooklyn, New York (“Webster Avenue”): to refinance existing 

loans made from the proceeds of the NYCIDA Civic Facility Revenue Bonds (Special 
Needs Facilities Pooled Program), Series 2007A-1 (the “2007A Bonds”), which were 
used for the purchase and renovation of a residential facility for 8 developmentally 
disabled adults in a 2,060 square foot, two-story building.  

 
• 1857 E. 13th Street, Brooklyn, New York (“13th Street”): to refinance existing loans made 

from the proceeds of the 2007A Bonds, which were used for the purchase and renovation 
of a residential facility for 12 developmentally disabled adults in a 5,124 square foot, 
two-story building.  

 
• 804 Ditmas Avenue, Brooklyn, New York (“Ditmas Avenue”): to refinance existing 

loans made from the proceeds of the NYCIDA Civic Facility Revenue Bonds (Special 
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Needs Facilities Pooled Program), Series 2008A-1 (the “2008A Bonds”), which were 
used for the purchase and renovation of a residential facility for 10 developmentally 
disabled adults in a 1,575 square foot, two-story building.  

 
• 918 50th Street, Brooklyn, New York (“50th Street): to refinance existing loans made from 

the proceeds of the 2008A Bonds, which were used for the purchase and renovation of a 
residential facility for 10 developmentally disabled adults in a 1,374 square foot, two-
story building. 
 

 The governmental funding source for the Facilities is OPWDD, and all of the facilities are 
supported by PPAs, which HASC Center has received.  This means the projects are pre-approved by 
OPWDD for principal and interest reimbursement by OPWDD.  Each of the Facilities, other than Avenue 
I, has received a Certificate of Occupancy and an Operating Certificate.  Avenue I, Ditmas Avenue and 
50th Street are in the process of qualifying for new Certificates of Occupancy or Certificates of 
Completion.  (See the information in this Official Statement entitled “PART 11 - BONDHOLDERS’ 
RISKS - Completion of the Projects; Zoning; Certificate of Occupancy.”) 
 
 HASC Center owns each of the Facilities other than 14th Street, which is leased to HASC Center.  
HASC Center will grant DASNY a real property mortgage on the Facilities other than 14th Street, a 
subordinate security interest in the furniture, equipment and other assets financed with bond proceeds and 
constituting a portion of the Facilities, and a lien on the Public Funds attributable to all of the Facilities.   
 
 Certain facilities of HASC Center located at 2416 Kings Highway, Brooklyn, New York and 390 
Berry Street, Brooklyn, New York were financed with the proceeds of the 2000A Bonds and the 2008A 
Bonds, respectively.  In connection with the issuance of the 2015 Bonds, HASC Center will be required 
to comply with certain federal tax requirements relating to such facilities.  However, such facilities are not 
considered to be part of the “Facilities” or the “Project” under HASC Center’s Series 2015 Loan 
Agreement, and HASC Center will not grant DASNY a security interest in such facilities or the Public 
Funds attributable thereto. 
 
 Other Properties.  HASC Center also owns 16 residences and leases 18 other residences and 
properties in Brooklyn, New York.  
 
 Description of Employees.  HASC Center employs approximately 302 full-time and 757 part-
time employees in New York City and no other employees elsewhere in the State of New York.  The new 
residential Facilities located at Avenue I will require it to employ approximately 45 new employees. 
 
 Debt Service Coverage. 

 
The actual Total Debt Service Coverage Ratio of HASC Center for Fiscal Year 2014 and the Pro 

Forma Total Debt Service Coverage Ratio (which includes HASC Center’s Allocable Portion of the 
Series 2015 Bonds) are as follows: 
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  2014 2014 
  Actual Pro Forma 

Revenues $35,894,309 $35,894,309 

Expenses 32,452,030 32,452,030 

Total Net Revenue 3,442,279 3,442,279 

  

Less Extraordinary Revenue Items   

Plus Extraordinary Expense Items   

  

Plus Depreciation and Amortization 1,165,311 1,165,311 

Plus Current Interest Expense 471,204 471,204 

New PPA Program Revenues  186,288 

  

Total Net Revenues Available for Debt Service 5,078,794 5,265,082 

  

Maximum Annual Debt Service 2,147,479 2,283,767 

  

Total Debt Service Coverage Ratio 2.365 2.305

 
 Financials.   
 
 Audited financial statements for HASC Center’s fiscal years ending June 30, 2012 through June 
30, 2014 were prepared by J. Gliksman CPA PC and are attached as Appendix B-IV.  Interim unaudited 
financial information covering the period from July 1, 2014 through October 31, 2014 is attached as 
Appendix C-IV.  Significant accounting policies are contained in the audited financial statements. 
 
 

[The remainder of this page is intentionally left blank.] 
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 Summary of Financial Information and Result of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years – All Funds. 

 The following is a summary of financial information for HASC Center for the most recently 
ended five fiscal years for which audited financial statements were available and has been prepared by 
HASC Center’s management and derived from the audited financial statements of HASC Center for such 
periods.  The data contained in the following table should be read in conjunction with the audited 
financial statements and related notes presented in Appendix B-IV. 
 

Fiscal Year Ended June 30, 
              
              

    2010       2011      2012      2013      2014 
              
 
Current Assets $17,451,569 $19,339,894 $21,351,284 $24,670,830 $27,216,252 
Net Fixed Assets   12,595,849   11,809,352   13,287,897   14,739,756   14,645,961 
Other Assets     2,548,296     3,053,722     3,071,239     3,424,672     3,651,621 
 
 Total   32,595,714   34,283,968   37,710,420   42,835,258   45,513,834 
 
Current Liabilities     5,067,632     4,702,703     5,841,465     4,601,352     4,586,334 
Other Liabilities     8,194,942     7,479,605     6,638,360     9,728,539     8,979,854 
Net Assets   19,333,140   22,101,660   25,230,595   28,505,367   31,947,646 
 
 Total   32,595,714   34,283,968   37,710,420   42,835,258   45,513,834 
 
Operating Revenue:      
  Program Revenue   31,900,896   32,832,020   33,441,357   33,789,260   34,790,461 
  Nonprogram Revenue        682,810        331,804        596,770        940,588     1,103,848 
 
 Total   32,583,706   33,163,824   34,038,127   34,729,848   35,894,309 
 
Operating Expenses   29,081,967   29,905,999   30,909,192   31,455,076   32,452,030 
 
Change in Net Assets     3,501,739     3,257,825     3,128,935     3,274,772     3,442,279 
 
Net Assets, Beginning    15,831,401    19,333,140   22,101,660   25,230,595   28,505,367 
  of Year 
 
Prior Period Adjustment                   0       (489,305)                  0                  0                   0 
 
Net Assets, End of Year    19,333,140    22,101,660   25,230,595   28,505,367   31,947,646 
 
Cash & Equivalents      9,979,295    11,546,439     9,988,154     9,988,154   11,034,442 
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Management Discussion of Results of Operations.   
 
 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  HASC Center 
believes that there are no trends or uncertainties that have had, or are reasonably likely to have, a material 
impact on HASC Center’s short-term or long-term liquidity. 
 
 (2) Sources of Liquidity:  (a) Internal – Current assets were $27,216,252 and $24,670,830 at 
the end of the 2014 and 2013 fiscal years, respectively.  (b) External – HASC Center has a line of credit 
from Capital One Bank in the amount of $2,500,000.   
 

(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
HASC Center expects it will receive a reduction in OPWDD revenue of approximately 2.7% compared to 
the 2013-14 revenue, which will be phased-in over four years. This decrease does not impact the PPA 
payments supporting debt service.  This decrease is also exclusive of additional revenue resulting from 
other actions such as the cost of living increases (2% effective January 1, 2015 and an additional 2% 
effective April 1, 2015) included in the New York State Budget, as well as increases as a result of new 
program development. OPWDD will also re-base each agency’s rate on July 1, 2015 utilizing the CFR 
cost data for 2013, which could alter the agency’s original target rates. Other than the foregoing, HASC 
Center is not aware of any trends or uncertainties that have had or that are reasonably expected to have a 
material impact on the net revenues.  (See the information in this Official Statement entitled “PART 11 - 
BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2014 and 2013 were $982,337 and $867,834, 
respectively.  See Appendix C-II for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  HASC Center’s total operations have 
increased due to the opening of Avenue I. 
 
 Liquidity and Capital Resources.  As of June 30, 2014, HASC Center had $11,034,442 in 
unrestricted cash and cash equivalents and $408,173 in net accounts receivable. 
 
 As of June 30, 2014, HASC Center had a $2,500,000 line of credit with Capital One Bank.  As of 
October 1, 2014 the outstanding balance was $500,000.  The line of credit is secured by all business 
assets of HASC Center, which include Public Funds, and thus constitutes a Prior Pledge as to such funds.  
There were no other loans outstanding as of October 31, 2014. 
 
 Long-Term Debt.  As of June 30, 2014, HASC Center has $9,303,503 in outstanding long-term 
indebtedness.   Approximately $1,773,502 of this indebtedness is secured by mortgages, and is not 
secured by a security interest in HASC Center’s Public Funds.  The balance of approximately $7,530,001 
is secured by a security interest in HASC Center’s Public Funds, and thus constitutes a Prior Pledge as to 
such funds.  HASC Center has not incurred any long-term debt subsequent to June 30, 2014. 
 
 Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of HASC Center to continue to 
operate its facilities or to challenge title to its properties or seeking damages in excess of applicable 
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insurance coverage or wherein an adverse determination might materially adversely affect the ability of 
HASC Center to carry out the transactions contemplated in the Loan Agreement and the Intercept 
Agreement.   
 
 Management. 
 
 Directors and Officers: The affairs of HASC Center are governed by a nine member Board of 
Directors.  The officers are comprised of: Mr. Abe Eisner, President, Mr. Shloimie Goldner, Secretary, 
and Mr. Chaim Lefkowitz, Vice President.  The other members of the Board of Directors are:  Mr. Fishel 
Beigel, Mrs. Lillian Lieberman, Mrs. Reeba Oestrich, Mordechai Perlstein, Rabbi Chaim Israel, and 
Rabbi Yeshaya Schwartz.  The Board of Directors meets at least four times a year.  A majority of the 
members of the Board constitute a quorum.  The members of the Board serve without compensation. 
 
 Executive and Administrative Officers: Samuel Kahn is the Executive Director of HASC Center.  
He holds a Bachelor of Arts in Talmudic Studies from Chasan Sofer Rabbinical College and a Masters of 
Arts in Business Administration from Adelphi University.  HASC Center has several other key employees 
including an Assistant Executive Director and a Controller. 
 

Continuing Disclosure.   
 
During the past five years, HASC Center has complied in all material respects with its continuing 

disclosure undertakings made pursuant to Rule 15c2-12 in connection with its DASNY financings.  With 
respect to continuing disclosure undertakings made pursuant to Rule 15c2-12 in connection with 
financings by HASC through Industrial Development Agencies in the State of New York (each, an 
“IDA”), the audited financial statements of HASC were not filed with the Nationally Recognized 
Municipal Securities Information Repositories, including, where appropriate, the Electronic Municipal 
Market Access system of the Municipal Securities Rulemaking Board (collectively, the “NRMSIRs”) 
within the required timeframe of not later than 180 days of the end of the previous fiscal year.  In 
accordance with the process set forth in the continuing disclosure undertakings with respect to the IDA 
financings, and according to HASC’s records, HASC filed its audited financial statements with the 
Program Facilitator and The Bank of New York Mellon, as Dissemination Agent, on time for fiscal years 
2010, 2011, 2013 and 2014, 102 days late in 2009 and 20 days late in 2012.  HASC did not have control 
of when the reports were actually submitted to the NRMSIRs by the Dissemination Agent.  HASC failed 
to file its Annual Information pursuant to the continuing disclosure undertakings with respect to the IDA 
financings with respect to each of its fiscal years ended June 30, 2009 through and including June 30, 
2012.  HASC filed such Annual Information on time with respect to its fiscal years ended June 30, 2013 
and June 30, 2014.  HASC has adopted procedures to ensure the timely filing of required information 
pursuant to its continuing disclosure undertakings in the future. 

 
 

 
[The remainder of this page is intentionally left blank.] 
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LIFESPIRE, INC. 

 
 

General Operations.  Lifespire, Inc. (“Lifespire”) was founded in 1951.  Lifespire provides a 
wide range of in-home and residential and day program services to the developmentally disabled 
community of New York City.  Lifespire’s mission is to provide support and assistance to individuals 
with developmental and related disabilities and their families.  In order to achieve its mission, Lifespire 
provides services the goals of which are: to assist individuals to develop to their fullest level of 
independence; to allow individual choice in determining what their lives will be like; to help families stay 
together by providing relief, training and support of caregivers, which enhance the family’s quality of life; 
and to provide excellent services as defined by the consumers of those services.  Lifespire is a not-for-
profit organization, exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and 
comparable New York State Law. 

 
Lifespire’s funding sources for its 2014 Fiscal Year were: OPWDD (approximately 98%) and 

miscellaneous other sources (approximately 2%).  
 

Description of Facilities and Financing Plan.  DASNY will lend Lifespire approximately 
$3,450,000 from the proceeds of the Series 2015 Bonds (“Lifespire’s Allocable Portion”).  Such amount 
will be used for legal fees, capitalized interest, costs of issuance, debt service reserve requirements and, 
together with funds on the deposit with the respective trustees for the 2004A Bonds and the 2008A 
Bonds, to finance or refinance debt incurred in connection with projects at the following facilities 
(collectively, the “Facilities”): 
 

• 163 East 125th Street, New York, New York (“125th Street”) - to refinance existing loans made 
from the proceeds of the 2004A Bonds, which were used for the acquisition, renovation and 
furnishing of an 28,000 square-foot one-story building used as a day habilitation facility for 300 
developmentally disabled adults. 

 
• 61-56 219th Street, Bayside, New York (“219th Street”) - to refinance existing loans made from 

the proceeds of the 2008A Bonds, which were used for the acquisition, renovation and furnishing 
of a 3,684 square-foot four-story building to be used as a residence for 10 developmentally 
disabled adults. 
 

• 1171 Sterling Place, Brooklyn, New York (“Sterling Place”) - to refinance existing loans made 
from the proceeds of the 2008A Bonds, which were used for the renovation and furnishing of a 
4,831 square-foot five-story building to be used as an intermediate care facility for 6 
developmentally disabled adults. 

 
The governmental funding source for the Facilities is OPWDD and the Facilities are supported by 

PPAs, which Lifespire has received.  This means the Facilities are pre-approved by OPWDD for 
reimbursement by OPWDD for principal and interest costs incurred in connection with the acquisition 
and/or renovation and furnishing of the Facilities and financing or refinancing costs incurred in 
connection therewith.  Each of the Facilities has a Certificate of Occupancy and an Operating Certificate.  
Lifespire is in the process of qualifying for an updated Certificate of Compliance for Sterling Place.  (See 
the information in this Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS - Completion 
of the Projects; Zoning; Certificate of Occupancy.”) 
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 Lifespire owns each of the Facilities other than 125th Street, which is leased to Lifespire.  
Lifespire will grant DASNY a real property mortgage on the Facilities other than 125th Street, a 
subordinate security interest in the furniture, equipment and other assets financed with bond proceeds and 
constituting a portion of the facilities, and a lien on the Public Funds attributable to all of the Facilities.   
 
 Certain facilities of Lifespire located at 3015 Lafayette Avenue, Bronx, New York, 830 East 52nd 
Street, Brooklyn, New York, 25-15 50th Street, Woodside, New York, 450 19th Street, Brooklyn, New 
York, 213 48th Street, Brooklyn, New York, and 1687 Castle Hill Avenue, Bronx, New York were 
financed with the proceeds of the 2004A Bonds and the 2008A Bonds, respectively.  In connection with 
the issuance of the 2015 Bonds, Lifespire will be required to comply with certain federal tax requirements 
relating to such facilities.  However, such facilities are not considered to be part of the “Facilities” or the 
“Project” under Lifespire’s Series 2015 Loan Agreement, and Lifespire will not grant DASNY a security 
interest in such facilities or the Public Funds attributable thereto.] 
 

Other Properties.  Lifespire also owns 34 other properties and leases another 43 residential and 
day program properties in the Boroughs of New York City and leases office space in Manhattan and 
Staten Island.    
 

Description of Employees.  Lifespire employs approximately 1,163 full-time and 296 part-time 
employees in New York City and Westchester County.  Lifespire does not expect that the operation of the 
Facilities will require it to employ additional personnel.  

 
Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of Lifespire for Fiscal Year 2014 and the Pro 

Forma Total Debt Service Coverage Ratio (which includes Lifespire’s Allocable Portion of the Series 
2015 Bonds) are as follows: 
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  2014 2014 

  Actual Pro Forma 

Revenues $98,874,451 $98,874,451 
Expenses 99,423,073 99,423,073 
Total Net Revenue (548,622) (548,622)

  
Less Extraordinary Revenue Items   
Plus Extraordinary Expense Items 1,900,973 1,900,973 

  
Plus Depreciation and Amortization 1,774,915 1,774,915 
Plus Current Interest Expense 2,404,612 2,404,612 
New PPA Program Revenues   

  
Total Net Revenues Available for Debt Service 5,531,878 5,531,878 

Maximum Annual Debt Service 5,012,044 5,012,044 

  
Total Debt Service Coverage Ratio 1.104 1.104

 
Financials.  Audited financial statements for Lifespire’s fiscal years ended June 30, 2012 

through June 30, 2014 were prepared by MBAF-CPAs, LLC (predecessor to MBAF-ERE CPAs, LLC) 
and are attached as Appendix B-V.  Interim unaudited financial information prepared by Lifespire’s 
Management covering the period from July 1, 2014 through October 31, 2014 is attached as Appendix C-
V.  Significant accounting policies are contained in the audited financial statements. 
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Management’s Summary of Financial Information and Results of Operations. 
 
Summary of Financial information for Prior Five Fiscal Years — All Funds 
 

The following is a summary of financial information for Lifespire for the most recently ended 
five fiscal years for which audited financial statements were available and has been prepared by 
Lifespire’s Management and derived from Lifespire’s audited financial statements.  The data contained in 
the following table should be read in conjunction with the audited financial statements and related notes 
presented in Appendix B-V. 
 

Fiscal Year Ended June 30,  
              
            2010          2011         2012           2013  2014 
              
 
Current Assets $40,740,254 $41,543,217 $55,147,172 $68,429,807 $65,113,713 
Net Fixed Assets   19,956,497   18,555,175   19,301,407 17,868,535 17,526,446 
Other   11,482,683   11,653,646     8,356,158 10,254,811 10,041,137 
 
 Total   72,179,434   71,752,038   82,804,737 96,553,153 92,681,296 
 
Current Liabilities   24,862,807   26,523,603   35,522,231 34,643,396 32,337,437 
Other Liabilities   34,300,815   26,616,278   36,214,975 36,729,192 35,711,916 
Net Assets   13,015,812   18,612,157   11,067,531 25,180,565 24,631,943 
 
 Total   72,179,434   71,752,038   82,804,737 96,553,153 92,681,296 
 
Operating Revenue:    
Program Revenue 103,587,506 103,181,862 103,289,400 102,886,815 101,641,989 
Nonprogram Revenue        247,895        152,212    (1,438,773)    1,703,830       (866,565) 
 Total 103,835,401 103,334,074 101,850,627 104,590,645 100,775,424 
Pension-Related 
Change                    0                   0                   0     5,477,652    (1,900,973) 
 
Operating Expenses 103,570,238 102,603,545 101,181,632   99,107,843   99,423,073 
 
Change in Net Assets     1,863,632     5,596,345   (7,544,626) 11,471,504     (548,622) 
 
Net Assets, Beginning   11,152,180   13,015,812   18,612,157 11,067,531 25,180,565 
  of Year 
 
Prior Period Adjustment     1,597,096                   0                   0      2,636,380                 0 
 
Net Assets, End of Year   13,015,812   18,612,157   11,067,531 25,180,565 24,631,943 
 
Cash & Equivalents   19,420,012   22,407,985   24,876,092 19,880,055 18,179,568 
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Management Discussion of Results of Operations. 
 
 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  Lifespire is not 
aware of any trends or uncertainties that have had or are reasonably likely to have a material impact on 
Lifespire’s short-term or long-term liquidity. 
 
 (2) Sources of Liquidity:  (a) Internal – Lifespire had current assets of $65,113,713 and 
$68,429,807 at the end of the fiscal years of 2014 and 2013, respectively.  (b) External – Lifespire has 
available a $5 million line of credit with J.P. Morgan Chase for operating expenses and a $5 million line 
of credit with Bank of America for capital improvements.  
 
 (3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
Lifespire expects it will receive an increase in OPWDD revenue of approximately 1.02% compared to the 
2013-14 revenue, which will be phased-in over four years. This increase is exclusive of additional 
revenue resulting from other actions such as the cost of living increases (2% effective January 1, 2015 and 
an additional 2% effective April 1, 2015) included in the New York State Budget, as well as increases as 
a result of new program development. OPWDD will also re-base each agency’s rate on July 1, 2015 
utilizing the CFR cost data for 2013, which could alter the agency’s original target rates. Other than the 
foregoing, Lifespire is not aware of any trends or uncertainties that have had or that are reasonably 
expected to have a material impact on the net revenues.  (See the information in this Official Statement 
entitled “PART 11 - BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund-raising, and interest for fiscal years 2013 and 2014 were $105,534 and $192,021, 
respectively.  See APPENDIX C-V for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  Lifespire’s total operations have 
increased due to expansion of residential services provided.  Lifespire records unearned advances to fee 
for service revenue as deferred revenue until it is expended for the purpose of the funding source, at 
which time it is recognized as Prior Period Revenue. 

 
 Liquidity and Capital Resources.  As of June 30, 2014, Lifespire had $18,179,568 in 
unrestricted cash and cash equivalents and $130,426 in net accounts receivable. 
 
 As of June 30, 2014, Lifespire had an available line of credit of $5 million with J.P. Morgan 
Chase.  The proceeds of the line of credit are to be used for operating expenses.  The line of credit is 
secured by a lien on Lifespire’s receivables, which include Public Funds, and thus constitutes a Prior 
Pledge as to such funds.  There was no outstanding balance as of June 30, 2014. 
 
 As of June 30, 2014, Lifespire had an available line of credit of $5 million with Bank of America 
for the purpose of site acquisition.  The line of credit is secured by a lien on each applicable acquired site.  
There was an outstanding balance on such line of credit of $547,382 as of June 1, 2014. 
 

Long-Term Debt.  As of June 30, 2014, Lifespire had $18,035,083 in outstanding long-term 
indebtedness.  Of this amount, $16,185,000 is secured by a security interest in certain receivables of 
Lifespire, which may include Lifespire’s Public Funds,  and thus constitutes a Prior Pledge as to such 
funds.  See Notes 11, 13 and 14 of Lifespire’s Audited Financial Statements under titles of “Mortgages 
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Payable - DASNY,” “Bonds Payable - DASNY” and “Bonds Payable - IDA.”  Lifespire has not incurred 
any long-term debt subsequent to June 30, 2014.  
 

Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or ability of Lifespire to continue to operate its 
facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
coverage or wherein an adverse determination might materially adversely affect the ability of Lifespire to 
carry out the transactions contemplated in the Loan Agreement, the Mortgage and the Intercept 
Agreement.  
 

Management. 
 
 Directors and Officers:  The affairs of Lifespire are governed by a Board of Directors of 
seventeen.  The officers are comprised of:  Jeffrey Goodman, Chairman, Michael R.. Dillon, Vice 
Chairman, Anne Dunbar, Treasurer and Ellen R. Greene, Secretary.  Other members of the Board are: 
Margaret Davino, Laura Gaffney, Michael S. Gross, Jerome Greene, Lawrence Hirsch, Mathew Hoffman, 
Robert Krakow, Audrey Lieberman, Denise Nicoletti, Julian Palmo, Suzanne Revell, Helen Sturm and 
John Castro-Tie.  The Board of Directors meets at least four times a year.  A majority of the members of 
the Board constitute a quorum.  The members of the Board serve without compensation. 
 
 Executive and Administrative Officers:  Mark van Voorst is the Chief Executive Officer of 
Lifespire.  He holds a Master of Divinity from Princeton Theological Seminary.  Prior to working at 
Lifespire, Mark van Voorst was the Associate Executive Director of Lexington Center.  Lifespire has 
several other key employees including Tom Lydon, Chief Operating Officer and Keith Lee, Chief 
Financial Officer. 
 

Continuing Disclosure.   
 
As described in this paragraph, during the past five years, Lifespire has failed to provide certain 

secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) late filings (up to 206 days after the deadline set forth 
in its continuing disclosure undertakings) of its audited financial statements with respect to each of its 
fiscal years ended June 30, 2009 and June 30, 2011; and (ii) failure to file its Annual Information with 
respect to each of its fiscal years ended June 30, 2009 through and including June 30, 2012.  Lifespire has 
adopted procedures to ensure the timely filing of required information pursuant to its continuing 
disclosure undertakings in the future. 
 

 
 
 
 
 

[The remainder of this page is intentionally left blank.] 



 

A-29 
 
ME1 18924922v.14 

QSAC, INC. 
 

General Operations.  QSAC, Inc. (“QSAC”) was founded in 1978.  Operating out of 32 
facilities, QSAC provides a wide range of in-home and residential services to the developmentally 
disabled community of New York City and Long Island.  QSAC’s mission is to provide support and 
assistance to individuals with developmental and related disabilities and their families.  In order to 
achieve its mission, QSAC provides services whose goals are: to assist individuals to develop to their 
fullest level of independence; to allow individuals choice in determining what their lives will be like; to 
help families stay together by providing relief, training and support of care givers which enhance the 
family’s quality of life; and to provide excellent services as defined by the consumers of service.  QSAC’s 
primary funding sources are OPWDD (approximately 82%), SED (approximately 14%), the New York 
State Department of Health (approximately 2%) and miscellaneous other sources (approximately 2%).  
QSAC is a not-for-profit organization, exempt from income tax under Section 501(c)(3) of the Internal 
Revenue Code and comparable New York State law. 
 
 Description of Project.  DASNY will lend QSAC approximately $915,000 from the proceeds of 
the 2015 Bonds (“QSAC’s Allocable Portion”), which will be used for legal fees, capitalized interest, 
costs of issuance, debt service reserve requirements and to finance or refinance debt incurred for the 
following project (the “Facility”): 
 

• 26 Cotton Lane, Levittown, New York: the purchase and renovation of a residential 
facility for 6 developmentally disabled adults in a 3,240 square foot, two-story building. 

 
 The governmental funding source for the Facility is OPWDD, and the Facility is supported by a 
PPA, which QSAC has received.  This means the project is pre-approved by OPWDD for principal and 
interest reimbursement by OPWDD.  The Facility has not yet received its Certificate of Occupancy or its 
Operating Certificate, both of which are expected to be received in February 2015.  (See the information 
in this Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS - Completion of the Projects; 
Zoning; Certificate of Occupancy.”) 
 
 QSAC owns the Facility.  QSAC will grant DASNY a real property mortgage on the Facility, a 
subordinate lien on the furniture, fixtures and equipment financed with bond proceeds and constituting a 
portion of the Facility, and a lien on Public Funds attributable to the Facility. 
 
 
 Other Properties.  QSAC also owns 15 residences and leases 17 other residences and office 
properties in New York City and on Long Island.  
 
 Description of Employees.  QSAC employs approximately 712 full-time and 523 part-time 
employees in New York City.  The Facility is not expected to require QSAC to employ new employees. 
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 Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of QSAC for Fiscal Year 2014 and the Pro Forma 

Total Debt Service Coverage Ratio (which includes QSAC’s Allocable Portion of the Series 2015 Bonds) 
are as follows: 

  2014 2014 
  Actual Pro Forma 

Revenues $49,718,256 $49,718,256 

Expenses 48,017,876 48,017,876 

Total Net Revenue 1,700,380 1,700,380 

  

Less Extraordinary Revenue Items 0 0 

Plus Extraordinary Expense Items 0 0 

  

Plus Depreciation and Amortization 483,303 483,303 

Plus Current Interest Expense 372,434 372,434 

New PPA Program Revenues  79,368 

  

Total Net Revenues Available for Debt Service 2,556,117 2,635,485 

Maximum Annual Debt Service 1,286,031 1,365,399 

  

Total Debt Service Coverage Ratio 1.99 1.93

 
 Financials.   
 
 Audited financial statements for QSAC’s fiscal years ending June 30, 2012 through June 30, 2014 
were prepared by Grassi & Co., CPAs, P.C. and are attached as Appendix B-VI.  Interim unaudited 
financial information covering the period from July 1, 2014 through October 31, 2014 is attached as 
Appendix C-VI.  Significant accounting policies are contained in the audited financial statements. 
 



 

A-31 
 
 
 

 Management’s Summary of Financial Information and Result of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years – All Funds. 

 The following is a summary of financial information for QSAC for the most recently ended five 
fiscal years for which audited financial statements were available and has been prepared by QSAC’s 
management and derived from the audited financial statements of QSAC for such periods.  The data 
contained in the following table should be read in conjunction with the audited financial statements and 
related notes presented in Appendix B-VI. 
 

Fiscal Year Ended June 30, 
              
              

     2010      2011       2012      2013      2014 
              
 
Current Assets $  8,849,082 $11,847,020 $12,275,793 $14,862,868 $15,311,375 
Net Fixed Assets     5,002,349     4,539,606     4,322,839     9,268,332     9,396,671 
Other Assets     1,000,694        961,696        912,700     1,034,073        325,888 
 
 Total   14,852,125   17,348,322   17,511,332   25,165,273   25,033,934 
 
Current Liabilities     8,554,020   10,738,006   11,063,312   11,870,954   12,019,751 
Other Liabilities     4,758,299     4,224,033     3,731,363   10,369,008     8,388,492 
Net Assets     1,539,806     2,386,283     2,716,657     2,925,311     4,625,691 
 
 Total   14,852,125   17,348,322   17,511,332   25,165,273   25,033,934 
 
Operating Revenue:      
  Program Revenue   33,925,034   36,289,561   36,651,714   42,158,306   48,230,226 
  Nonprogram Revenue     1,131,095     1,259,342     1,426,288     2,092,603     1,488,030 
 
 Total   35,056,129   37,548,903   38,078,002   44,250,909   49,718,256 
 
Operating Expenses   34,633,537   36,702,426   37,747,628   44,042,255   48,017,876 
 
Change in Net Assets        422,592        846,477        330,374        208,654     1,700,380 
 
Net Assets, Beginning     1,739,119     1,539,806     2,386,283     2,716,657     2,925,311 
  of Year 
 
Prior Period Adjustment       (621,905)                    0                    0                    0                   0 
 
Net Assets, End of Year     1,539,806     2,386,283     2,716,657     2,925,311     4,625,691 
 
Cash & Equivalents        705,917     1,704,558     1,566,754     4,449,526     3,918,501 
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Management Discussion of Results of Operations. 

 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  QSAC is not 
aware of any trends or uncertainties that have had or are reasonably likely to have a material impact on 
QSAC’S short-term or long-term liquidity. 
 
 (2) Sources of Liquidity:  (a) Internal – QSAC had current assets of $15,311,375 and 
$14,862,868 at the end of the fiscal years of June 30, 2014 and 2013, respectively.  (b) External – QSAC 
has a line of credit from Astoria Bank in the amount of $3,500,000.   
 
 (3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
QSAC expects it will receive an increase in OPWDD revenue of approximately 5.18% compared to the 
2013-14 revenue, which will be phased-in over four years. This increase is exclusive of additional 
revenue resulting from other actions such as the cost of living increases (2% effective January 1, 2015 and 
an additional 2% effective April 1, 2015) included in the New York State Budget, as well as increases as 
a result of new program development. OPWDD will also re-base each agency’s rate on July 1, 2015 
utilizing the CFR cost data for 2013, which could alter the agency’s original target rates. Other than the 
foregoing, QSAC is not aware of any trends or uncertainties that have had or that are reasonably expected 
to have a material impact on the net revenues.  (See the information in this Official Statement entitled 
“PART 11 - BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2014 and 2013 were $1,488,030 and $2,092,603, 
respectively.  See Appendix C-II for interim unaudited financial information through October 31, 2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affects the revenue of such program.  QSAC has experienced gradual 
growth in all OPWDD programs over the past several years in both number of persons served and total 
revenue. 

 
 Liquidity and Capital Resources.  As of June 30, 2014, QSAC had $3,918,501 in unrestricted 
cash and cash equivalents and $5,295,539 in net accounts receivable. 

 As of June 30, 2014, QSAC had a $3,500,000 line of credit with Astoria Bank, with no 
outstanding balance as of June 30, 2014.  The line of credit is secured by all business assets of QSAC, 
which include Public funds, and thus constitutes a Prior Pledge as to such funds.  There were no other 
loans outstanding as of November 1, 2014, other than one vehicle loan with an outstanding balance of 
$1,965.00. The loan is secured by the related vehicles. 
 
 Long-Term Debt.  As of June 30, 2014, QSAC has $8,388,492 in outstanding long-term 
indebtedness, which is secured by mortgages or security interests in equipment.  QSAC has not incurred 
any long-term debt subsequent to June 30, 2014. 
 
 Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of QSAC to continue to operate its 
facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
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coverage or wherein an adverse determination might materially adversely affect the ability of QSAC to 
carry out the transactions contemplated in the Loan Agreement and the Intercept Agreement.   
 
 
 Management. 
 

Directors and Officers.  The affairs of QSAC are governed by a Board of Directors of seventeen.  
The officers are comprised of:  Yvette Watts, President, Janice Silber, 1st Vice-President, Paul Halvatzis, 
2nd Vice-President, Diana Parisy, Secretary, and Evan Metalios, Esq., Treasurer.  Other members of the 
Board of Directors are: Linda Culliton, Linda L. Foster, Esq., Danielle Guarino, Robyn E. Koven, M.S. 
Ed., Larry Litwack, Gilbert Louis, Pratima Malhotra, Robin Ponsolle, Stuart Riback, Marianne Ross, 
Michael Serao and Julia Vill.  The Board of Directors meets once a month.  Nine members of the Board 
constitute a quorum.  The members of the Board serve without compensation. 
 

Executive and Administrative Officers.  Gary Maffei has been the Executive Director of QSAC 
since 1992.  He holds a Master’s Degree in Public Administration from Long Island University.  QSAC 
has several other key employees including  Paul Naranjo, Division Director – Administrative and 
Financial Services. 
 

Continuing Disclosure.   
 
As described in this paragraph, during the past five years, QSAC has failed to provide certain 

secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) late filings (up to 240 days after the deadline set forth 
in its continuing disclosure undertakings) of its audited financial statements with respect to each of its 
fiscal years ended June 30, 2011 through and including June 30, 2013; (ii) failure to file its audited 
financial statements with respect to each of its fiscal years ended June 30, 2009 and June 30, 2010; and 
(ii) failure to file its Annual Information with respect to each of its fiscal years ended June 30, 2009 
through and including June 30, 2013.  QSAC has adopted procedures to ensure the timely filing of 
required information pursuant to its continuing disclosure undertakings in the future. 
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SERVICES FOR THE UNDERSERVED, INC. 
AND 

SUS-DEVELOPMENTAL DISABILITIES SERVICES, INC. 
 

 
General Operations.  Services for the UnderServed, Inc. (“SUS”) and its five affiliates were 

founded in and after 1978.  Operating out of 64 facilities and its corporate offices at 305 7th Avenue, New 
York, New York, SUS and its affiliates provide a wide range of in-home and residential services to the 
developmentally disabled, mentally ill, people living with AIDS and other communities of New York 
City.  The mission of SUS and its affiliates is to provide support and assistance to individuals with special 
needs to live with dignity in the community, direct their own lives and attain personal fulfillment.  In 
order to achieve their mission, SUS and its affiliates provide services with the following goals: (i) to 
assist individuals to develop to their fullest level of independence; (ii) to allow individuals choice in 
determining what their lives will be like; (iii) to help families stay together by providing relief, training 
and support of care givers which enhance the family’s quality of life; and (iv) to provide excellent 
services as defined by the consumers of service.  SUS is a not-for-profit organization, exempt from 
income tax under Section 501(c)(3) of the Internal Revenue Code and comparable New York State Law. 

 
SUS-Developmental Disabilities Services, Inc. (“SUS-DD”) is a subsidiary of SUS and is the 

entity that, along with SUS, will receive the loan from the proceeds of the Series 2015 Bonds.  SUS-DD 
is also a not-for-profit organization, exempt from income tax under Section 501(c)(3) of the Internal 
Revenue Code and comparable New York State Law.  Since SUS and SUS-DD will both receive the loan 
from the proceeds of the Series 2015 Bonds, this Appendix includes financial information about SUS and 
its related organizations, which include all SUS subsidiaries, including SUS-DD, notwithstanding that the 
Series 2015 Participants are only SUS and SUS-DD.  The other affiliates of SUS will not have any 
obligations to make payments under the Loan Agreement. 

 
SUS-DD’s sole funding source for its 2014 Fiscal Year was OPWDD. 
 
On December 4, 2014, SUS and Palladia, Inc. and affiliates (collectively, “Palladia”), a not-for-

profit organization, exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and 
comparable New York State Law, consummated a merger, resulting in SUS becoming the sole member of 
Palladia.  As a result of this transaction, the existing structure and entities of Palladia are expected to 
continue, but SUS is expected to exercise control oversight in its capacity as sole member.  The not-for 
profit status of the SUS and Palladia entities is unchanged by the acquisition.  For the fiscal year ended 
June 30, 2014, Palladia had revenues of approximately $45 million.  In connection with the acquisition, 
SUS provided an initial $3.5 million of liquidity to Palladia. 
 

Description of Facility and Financing Plan.  DASNY will lend SUS and SUS-DD 
approximately $6,290,000 from the proceeds of the Series 2015 Bonds (“SUS and SUS-DD’s Allocable 
Portion”).  Such amount will be used for legal fees, capitalized interest, costs of issuance, debt service 
reserve requirements and, together with funds on the deposit with the respective trustees for the 2003A 
Bonds, the 2005A Bonds and the 2007B Bonds (each such term as defined herein), to finance or refinance 
debt incurred to acquire and renovate the following facilities (collectively, the “Facilities”) for 
developmentally disabled adults: 

 
• 945 Crescent Street, Brooklyn, New York (“Crescent Street”): for the renovation of a 

3,748 square foot, two-story building to be used as a residence for six developmentally 
disabled adults. 
 



 

A-35 
 
 
 

• 125 Hull Street, Brooklyn, New York (“Hull Street”): for the renovation of a 3,486 
square foot, three-story building to be used as a residence for six developmentally 
disabled adults. 
 

• 3311 Rombouts Avenue, Bronx, New York (“Rombouts Avenue”): for the renovation of 
a 2,378 square foot, three-story building to be used as a residence for six 
developmentally disabled adults. 
 

• 115-70 Lefferts Boulevard (a/k/a 115-49 118th Street), South Ozone Park, New York 
(“Lefferts Boulevard”): the renovation of a 12,070 square foot, three-story building to be 
used as a day habilitation facility for 48 developmentally disabled adults. 

 
• 150 Vernon Avenue, Brooklyn, New York (“Vernon Avenue”): to refinance existing 

loans made from the proceeds of the New York State Rehabilitation Association Pooled 
Loan Program No. 2 Insured Revenue Bonds Series 2003A (the “2003A Bonds”), which 
were used for the renovation of a 17,000 square foot, three-story building to be used as 
an intermediate care facility for 40 developmentally disabled adults. 
 

• 2892 Valentine Avenue, Bronx, New York (“2892 Valentine Avenue”): to refinance 
existing loans made from the proceeds of the 2003A Bonds, which were used for the 
renovation of a 3,661 square foot, three-story building to be used as an intermediate care 
facility for ten developmentally disabled adults. 
 

• 2886 Valentine Avenue, Bronx, New York (“2886 Valentine Avenue”): to refinance 
existing loans made from the proceeds of the 2003A Bonds, which were used for the 
renovation of a 4,196 square foot, three-story building to be used as a residence for ten 
developmentally disabled adults. 
 

• 3316 Avenue J, Brooklyn, New York (“Avenue J”): to refinance existing loans made 
from the proceeds of the 2005A Bonds, which were used for the renovation of a 3,740 
square foot, two-story building to be used as a residence for eight developmentally 
disabled adults. 
 

• 211 Buffalo Avenue, Brooklyn, New York (“Buffalo Avenue”): to refinance existing 
loans made from the proceeds of the 2005A Bonds, which were used for the renovation 
of a 2,160 square foot, two-story building to be used as a residence for six 
developmentally disabled adults. 
 

• 1578 Park Place, Brooklyn, New York (“Park Place”): to refinance existing loans made 
from the proceeds of the 2005A Bonds, which were used for the renovation of a 2,770 
square foot, one-story building to be used as a residence for four developmentally 
disabled adults. 
 

• 887 Jefferson Avenue Brooklyn, New York (“Jefferson Avenue”): to refinance existing 
loans made from the proceeds of the 2007B Bonds, which were used for the renovation 
of a 4,800 square foot, three-story building to be used as a residence for ten 
developmentally disabled adults. 
 

• 1109 Bushwick Avenue Brooklyn, New York (“Bushwick Avenue”): to refinance 
existing loans made from the proceeds of the 2007B Bonds, which were used for the 
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renovation of a 1,753 square foot, three-story building to be used as a residence for six 
developmentally disabled adults. 
 

• 1975 Crotona Avenue, Bronx, New York (“Crotona Avenue”): approximately $856,021 
to refinance existing loans made from the proceeds of the 2007B Bonds, which were 
used for the renovation of a 4,500 square foot, three-story building to be used as a 
residence for eight developmentally disabled adults. 
 

 The governmental funding source for the Facilities is OPWDD, and the Facilities are supported 
by PPAs, which SUS has received.  This means the Facilities are pre-approved by OPWDD for 
reimbursement by OPWDD for principal and interest costs incurred in connection with the acquisition 
and renovation of the Facilities and financing or refinancing costs incurred in connection therewith.  SUS 
has received a Certificate of Occupancy for each of the Facilities other than Hull Street, and has received 
an Operating Certificate for all of the Facilities.  Crescent Street, Hull Street, 2886 Valentine Avenue and 
2892 Valentine Avenue are in the process of obtaining new Certificates of Occupancy.  (See the 
information in this Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS - Completion of 
the Projects; Zoning; Certificate of Occupancy.”) 
 

SUS-DD owns the Facilities and will grant to DASNY a real property mortgage on each of the 
Facilities and a subordinate lien on furniture, fixtures and equipment financed with bond proceeds and 
constituting a portion of the Facilities.  SUS and SUS-DD will also grant DASNY a lien on the Public 
Funds attributable to the Facilities.   

 
 Certain facilities of SUS and SUS-DD located at 125 Eastern Parkway, Brooklyn, New York, 
3214 Throop Avenue, Brooklyn, New York, 2894 Valentine Avenue, Brooklyn, New York, 104-22 
Rosita Road, Ozone Park, New York and 187-45 Hillburn Avenue, Hollis, New York were financed with 
the proceeds of the 2003A Bonds.  In connection with the issuance of the 2015 Bonds, SUS and SUD-DD 
will be required to comply with certain federal tax requirements relating to such facilities.  However, such 
facilities are not considered to be part of the “Facilities” or the “Project” under SUS and SUD-DD’s 
Series 2015 Loan Agreement, and SUS and SUD-DD will not grant DASNY a security interest in such 
facilities or the Public Funds attributable thereto. 
 

Other Properties.  SUS-DD and other SUS affiliates own 44 other properties and lease another 
20 residential and day program properties in the Boroughs of New York City and lease office space in 
Manhattan and Brooklyn.  These do not include individual apartments which SUS rents on behalf of its 
consumers. 
 

Employees.  SUS employs a staff of approximately 1,240, of which approximately 1,174 are 
full-time employees and 66 are part-time employees.  Approximately 280 full-time and 43 part-time 
employees are employed at the Facilities. 
 

Debt Service Coverage.  
 
The actual Total Debt Service Coverage Ratio of SUS and SUS-DD for Fiscal Year 2014 and the 

Pro Forma Total Debt Service Coverage Ratio (which includes SUS and SUS-DD’s Allocable Portion of 
the Series 2015 Bonds) are as follows: 
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  2014 2014 
  Actual Pro Forma 

Total Revenues $92,935,465 $92,935,465 

Total Expenses 89,198,943 89,198,943 

Net Income (after adj.) 3,736,522 3,736,522 

  
Less Extraordinary Revenue Items   
Plus Extraordinary Revenue Items    

  

Depreciation 2,833,294 2,833,294 

Interest Expense 1,049,937 1,049,937 

PPA Reimbursement  325,996 

  

Net Revenues Available for Debt Service 7,619,753 7,945,749 

Maximum Annual Debt Service 2,962,238 3,209,234 

  

Total Debt Service Coverage Ratio 2.57 2.48
 

Financials.  Audited financial statements for SUS and its affiliates for the fiscal years ended June 
30, 2012 through June 30, 2014 were prepared by BDO USA, LLP, and are attached as Appendix B-VII.  
Interim unaudited financial information for SUS and its affiliates prepared by SUS’s and SUS-DD’s 
Management covering the period from July 1, 2014 through October 31, 2014 is attached as Appendix C-
VII.  Significant accounting policies are contained in the audited financial statements. 
 

Management’s Summary of Financial Information and Results of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years — All Funds 
 

The following is a summary of financial information for SUS and its affiliates for the most 
recently ended five (5) fiscal years for which audited financial statements were available and has been 
prepared by SUS’s Management and derived from SUS’s audited financial statements.  The data 
contained in the following table should be read in conjunction with the audited financial statements and 
related notes presented in Appendix B-IV. 
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Fiscal Year Ended June 30,  
              
           2010       2011        2012         2013         2014 
              
 
Current Assets $22,581,553 $22,524,676 $19,685,739 $25,284,260 $25,218,218 
Net Fixed Assets   35,120,095   37,196,087   37,453,557   35,546,212 36,198,047 
Other     4,685,858     4,781,499     5,449,163     4,936,323 5,194,405 
 
 Total   62,387,506   64,502,262   62,588,459   65,766,795 66,610,670 
 
Current Liabilities     8,052,992     7,525,660   10,387,645   11,246,768 12,476,871 
Other Liabilities   35,842,764   39,589,429   34,035,718   37,003,463 32,880,713 
Net Assets   18,491,750   17,387,173   18,165,096   17,516,564 21,253,086 
 
 Total   62,387,506   64,502,262   62,588,459   65,766,795 66,610,670 
 
Operating Revenue:  
Program Revenue   88,002,715   85,672,714   69,939,169   79,592,581 91,902,365 
Nonprogram Revenue        937,331        973,905        393,462        719,676 1,033,100 
 
 Total   88,940,046   86,646,619   70,332,631   80,312,257 92,935,465 
 
Operating Expenses   87,993,305   86,000,342   69,554,708   77,752,761 89,198,943 
 
Gain (Loss) From 
Discontinuing 
Operations1                   0   (1,232,840)                   0                    0 0 
Other Changes2                   0      (537,502)                   0    (3,208,028) 0 
 
Change in Net Assets         946,741   (1,104,577)        777,923       (648,532) 3,736,522 
 
Net Assets, Beginning   17,545,009   18,491,750   17,387,173   18,165,096 17,516,564 
  of Year 
 
Net Assets, End of Year   18,491,750   17,387,173   18,165,096   17,516,564 21,253,086 
 
Cash & Equivalents     6,285,077   12,721,945     9,623,798   10,730,608 7,916,434 

                                                           
1 See Note 16 to audited financial statements presented in Appendix B-IV. 
2 See Notes 5, 17 and 18 to audited financial statements presented in Appendix B-IV. 
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Management’s Discussion of Results of Operations. 
 
 (1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  SUS is not 
aware of any trends or uncertainties that have had or are reasonably likely to have a material impact on 
SUS’s short-term or long-term liquidity.  
 
 (2) Sources of Liquidity:  (a) Internal – SUS had current assets of $25,218,218 and 
$25,284,260 at the end of the fiscal years of 2014 and 2013, respectively.  (b) External – SUS has 
available an $6 million line of credit with Bank of America for operating expenses and a capital line of 
credit with Bank of America of $4 million.  SUS is in the process of obtaining an increase in the $6 
million line of credit to 410 million, in connection with the Palladia merger. 
 
 (3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
SUS expects it will receive a reduction in OPWDD revenue of approximately 0.71% compared to the 
2013-14 revenue, which will be phased-in over four years.  This decrease does not impact the PPA 
payments supporting debt service.  This decrease is also exclusive of additional revenue resulting from 
other actions such as the cost of living increases (2% effective January 1, 2015 and an additional 2% 
effective April 1, 2015) included in the New York State Budget, as well as increases as a result of new 
program development. OPWDD will also re-base each agency’s rate on July 1, 2015 utilizing the CFR 
cost data for 2013, which could alter the agency’s original target rates. Other than the foregoing and the 
merger with Palladia described above, SUS is not aware of any trends or uncertainties that have had or 
that are reasonably expected to have a material impact on the net revenues.  (See the information in this 
Official Statement entitled “PART 11 - BONDHOLDERS’ RISKS.”) 
 
 (4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and interest for fiscal years 2014 and 2013 was $895,987 and $594,893, 
respectively.  See Appendix C-VII for interim unaudited financial information through October 31, 2014. 
 
 (5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of such program. In 2011, SUS terminated a home 
attendant contract with the City of New York, resulting a decrease in revenue of approximately $20 
million.  Subsequent to the termination of such contract, SUS pursued program growth in other areas, 
resulting in an increase in revenue of approximately $22 million since 2012.   

 
 Liquidity and Capital Resources.  As of June 30, 2014, SUS had $7,916,434 in unrestricted 
cash and cash equivalents and $15,108,112 in net accounts receivable.  
 
 As of June 30, 2014, SUS had an available operating line of credit of $6 million with Bank of 
America.  The line of credit is secured by SUS’s accounts receivable and all business assets, including 
Public Funds,  and thus constitutes a Prior Pledge as to such funds.  There was an outstanding balance of 
$700,000 as of June 30, 2014.  SUS is in the process of obtaining an increase in the $6 million line of 
credit to $10 million, in connection with the Palladia merger. 
 
 As of June 30, 2011, SUS had a line of credit of $4 million with Bank of America for the purpose 
of acquisition and renovation of certain property.  SUS executes a negative pledge of SUS with respect to 
each applicable property.  There was an outstanding balance of $2,873,675 as of June 30, 2014, which is 
expected to be repaid with proceeds of the Series 2015 Bonds.  
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Long-Term Debt.  As of June 30, 2014, SUS had $18,291,404 in outstanding long-term 
indebtedness.  Of this amount, $11,510,565 is secured by a security interest in certain receivables of SUS, 
which may include SUS’s Public Funds,  and thus constitutes a Prior Pledge as to such funds.  See Notes 
8 and 9 of SUS’s Audited Financial Statements under titles of “Mortgages and Loans Payable” and 
“Bonds Payable.”  Neither SUS nor SUS-DD has incurred any long-term debt subsequent to June 30, 
2014.  

 
Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 

action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or ability of SUS or SUS-DD to continue to 
operate its facilities or to challenge title to its properties or seeking damages in excess of applicable 
insurance coverage or wherein an adverse determination might materially adversely affect the ability of 
SUS or SUS-DD to carry out the transactions contemplated in the Loan Agreement, the Mortgage and the 
Intercept Agreement. 

 
Management. 

 
 Directors and Officers:  The affairs of SUS are governed by a Board of Directors of not less than 
seven nor more than sixteen.  The officers are comprised of:  Andrew Hurwitz, Chair, Gareth Old, Vice-
Chair, John A. McKesson, Treasurer and James N. Donna, Secretary.  Other members of the Board of 
Directors are:  Earl D. Brown, Sherrie Dulworth, Peter Friedland, Annette Hall, Jacquie A. Holmes, 
Edward Hubbard, Adam Kellner, Anthony Lemma, Joshua Liston, Marcus Mayo, Carolyn P. Powell, 
Jennifer Press Marden, Beverly C. Reid, Joann Y. Sacks, Ph.D, and Andrew Zimmern.  The Board of 
Directors meets at least four times per year.  A majority of the Board of Directors constitutes a quorum.  
The members of the Board of Directors serve without compensation.   
 
  Executive and Administrative Officers:  Donna Colonna has been employed by SUS since 1997 
and has been the President and Chief Executive Officer of SUS since January 2002.  She holds a M.S. 
degree from Pace University and a B.A. from Hunter College.  She currently serves as President of the 
Interagency Council of Developmental Disabilities Agencies, Inc., Board Chair of Coordinated 
Behavioral Care, Inc., First Vice-Chairperson of New York Integrated Network, member of the 
Leadership Council of Support Center for Nonprofit Management, and board member of the Coalition of 
Behavioral Health Agencies Inc. and CDCH Charter School.  Michael Whelan joined SUS as Chief 
Financial Officer in July 2009.  Mr. Whelan is a Chartered Accountant and also is an International 
Member of the Connecticut Society of Certified Public Accountants. 
 

Continuing Disclosure.   
 
As described in this paragraph, during the past five years, SUS and SUS-DD have failed to 

provide certain secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous 
continuing disclosure undertakings.  Such failures include (i) late filings (up to 102 days after the deadline 
set forth in its continuing disclosure undertakings) of its audited financial statements with respect to each 
of its fiscal years ended June 30, 2009 through and including June 30, 2011 and June 30, 2013; (ii) failure 
to link to all applicable CUSIP numbers its audited financial statements with respect to its fiscal year 
ended June 30, 2013; and (iii) failure to file its Annual Information with respect to each of its fiscal years 
ended June 30, 2009 through and including June 30, 2011.  SUS and SUS-DD have adopted procedures to 
ensure the timely filing of required information pursuant to its continuing disclosure undertakings in the 
future. 
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WILDWOOD PROGRAMS, INC. 
 
 

General Operations.  Wildwood Programs, Inc. (“Wildwood”) was founded in 1967.  Operating 
out of 23 facilities, Wildwood provides a wide range of in-home educational and residential services to 
the developmentally disabled community of the Capital District of New York State.  Wildwood’s mission 
is to provide support and assistance to individuals with developmental and related disabilities and their 
families.  In order to achieve its mission, Wildwood provides services whose goals are:  (i) to assist 
individuals to develop to their fullest level of independence; (ii) to allow individuals choice in 
determining what their lives will be like; (iii) to help families stay together by providing relief, training 
and support of care givers which enhance the family’s quality of life; and (iv) to provide excellent 
services as defined by the consumers of service.  Wildwood is a not-for-profit organization, exempt from 
income tax under Section 501(c)(3) of the Internal Revenue Code and comparable New York State Law. 

 
Wildwood’s funding sources for its 2014 Fiscal Year were: OPWDD (approximately 55%), SED 

(approximately 38%), and other miscellaneous sources (approximately 7%).  
 
 Description of Facility and Financing Plan.  DASNY will lend Wildwood approximately 
$315,000 from the proceeds of the Series 2015 Bonds (“Wildwood’s Allocable Portion”).  Such amount 
will be used for legal fees, capitalized interest, costs of issuance, debt service reserve requirements and to 
refinance debt incurred to acquire, renovate and furnish the following facility (the “Facility”): 
 

• 1117 & 1119 Helderberg Avenue, Schenectady, New York: the acquisition, construction, 
renovation and furnishing of a residential facility for five developmentally disabled adults in a 
2,352-square-foot, two-story building. 

 
 The governmental funding source for the Facility is OPWDD, and the Facility is supported by 
two PPAs, which Wildwood has received.  This means the Facility is preapproved by OPWDD for 
reimbursement by OPWDD for principal and interest costs incurred in connection with the acquisition 
and renovation of the Facility and financing or refinancing costs incurred in connection therewith.  The 
Facility has a Certificate of Occupancy and an Operating Certificate.  (See the information in this Official 
Statement entitled “PART 11 - BONDHOLDERS’ RISKS - Completion of the Projects; Zoning; 
Certificate of Occupancy.”) 
 
 Wildwood owns the Facility, and will grant to DASNY a first priority mortgage on such Facility 
and a subordinate lien on furniture, fixtures and equipment financed with bond proceeds and constituting 
a portion of the Facility.  Wildwood will also grant DASNY a lien on the Public Funds attributable to the 
Facility. 
 

Other Properties.  Wildwood also owns or leases approximately 40 other properties in the 
Capital District.  

 
Employees.  Wildwood employs approximately 480 full-time and 36 part-time employees in the 

Capital District of upstate New York.  Wildwood expects the operation of the Facility will require it to 
employ an additional 10 personnel. 
 

Debt Service Coverage.  
 
The actual Total Debt Service Coverage Ratio of Wildwood for Fiscal Year 2014 and the Pro 

Forma Total Debt Service Coverage Ratio (which includes Wildwood’s Allocable Portion of the Series 
2015 Bonds) are as follows: 
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  2014 2014 
  Actual Pro Forma 

Total Revenues $33,517,870 $33,517,870

Total Expenses 33,239,705 33,239,705

Net Income (after adj.) 278,165 278,165

  
Less Extraordinary Revenue Items       (48,382)           (48,382)
Plus Extraordinary Revenue Items   0

  

Depreciation 1,348,084 1,348,084

Interest Expense 530,696 530,696

PPA Reimbursement  31,306

  

Net Revenues Available for Debt Service 2,108,563 2,139,869

Maximum Annual Debt Service 1,493,560 1,524,866

  

Total Debt Service Coverage Ratio 1.412 1.403
 
Financials.  Audited financial statements for Wildwood’s fiscal years ended June 30, 2012, June 

30, 2013 and June 30, 2014 were prepared by Marvin and Company, P.C.  Such audited financial 
statements are attached as Appendix B-VIII.  Interim unaudited financial information prepared by 
Wildwood’s Management covering the period from July 1, 2014 through October 31, 2014 is attached as 
Appendix C-VIII.  Significant accounting policies are contained in the audited financial statements. 

 
 
 

[The remainder of this page is intentionally left blank.] 
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Management’s Summary of Financial Information and Result of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years - All Funds  
 

The following is a summary of financial information for Wildwood for the most recently ended 
five fiscal years for which audited financial statements were available and has been prepared by 
Wildwood’s Management and derived from Wildwood’s audited financial statements for such periods.  
The data contained in the following table should be read in conjunction with the audited financial 
statements and related notes presented in Appendix B-VIII. 
 

Fiscal Year Ended June 30,  
              
          2010      2011       2012        2013        2014 
              
 
Current Assets   $  7,913,121 $  7,969,689 $  7,275,233 $  7,012,379 $  7,521,745 
Net Fixed Assets     15,143,433   14,748,417   14,193,151   13,161,569   12,548,631 
Other       6,244,156     6,778,435     7,737,667     8,019,813     8,130,321 
 
 Total     29,300,710   29,496,541   29,206,051   28,193,761   28,200,697 
 
Current Liabilities       5,570,627     5,460,378     4,365,384     3,727,417     4,297,189 
Other Liabilities      12,497,445   11,347,004   11,313,431   10,820,764     9,979,763 
Net Assets     11,232,638   12,689,159   13,527,236   13,645,580   13,923,745 
 
 Total     29,300,710   29,496,541   29,206,051   28,193,761   28,200,697 
  
Operating Revenue:  
Program Revenue     31,201,878   31,333,347   31,687,645   32,193,416   32,250,194 
Nonprogram Revenue       1,010,044        802,207     1,033,590        542,755     1,033,713 
 
 Total     32,211,922   32,135,554     32,721,235   32,736,171   33,283,907 
 
Operating Expenses     30,875,527   31,168,359   32,329,378   33,181,315   33,239,705 
 
Change in interest in net  
assets of related party         (262,653)        299,472        391,857        372,881        185,581 
 
Change in fair value of 
Swap contract                     0        189,854       (439,111)        190,607          48,382 
 
Change in Net Assets          876,212     1,456,521        838,077        118,344        278,165 
 
Net Assets, Beginning  
  of Year     10,356,426   11,232,638   12,689,159   13,527,236   13,645,580 
 
Net Assets, End of Year    11,232,638   12,689,159   13,527,236   13,645,580   13,923,745 
 
Cash & Equivalents       2,899,318     4,158,748     2,895,176     2,624,525     2,908,005 
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Management’s Discussion of Results of Operations. 
 

(1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  Wildwood is not 
aware of any trends or uncertainties that have had or are reasonably likely to have a material impact on 
Wildwood’s short-term or long-term liquidity. 
 

(2) Sources of Liquidity: (a) Internal - Wildwood had current assets of $7,521,745 and 
$7,012,379 at the end of the fiscal years of 2014 and 2013, respectively; (b) External – Wildwood has 
available lines of credit aggregating $2.25 million from Citizens Bank, N.A. and KeyBank, N.A.  
 

(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
Wildwood expects it will receive a reduction in OPWDD revenue of approximately 3.31% compared to 
the 2013-14 revenue, which will be phased-in over four years. This decrease does not impact the PPA 
payments supporting debt service.  This decrease is also exclusive of additional revenue resulting from 
other actions such as the cost of living increases (2% effective January 1, 2015 and an additional 2% 
effective April 1, 2015) included in the New York State Budget, as well as increases as a result of new 
program development. OPWDD will also re-base each agency’s rate on July 1, 2015 utilizing the CFR 
cost data for 2013, which could alter the agency’s original target rates. Other than the foregoing, 
Wildwood is not aware of any trends or uncertainties that have had or that are reasonably expected to 
have a material impact on the net revenues.  (See the information in this Official Statement entitled 
“PART 11 - BONDHOLDERS’ RISKS.”) 
 

(4) Income or Loss from Sources Other than Continuing Operations:  Income from 
contributions, fund raising, and investment for fiscal years 2014 and 2013 were $853,090 and $361,904, 
respectively.  See APPENDIX C-VIII for interim unaudited financial information through October 31, 
2014. 
 

(5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  Wildwood’s total operations have 
increased due to the expansion of residential services provided.  

 
 Liquidity and Capital Resources.  As of June 30, 2014, Wildwood had $2,908,005 in 
unrestricted cash and cash equivalents and $4,098,530 in net accounts receivable. 
 

As of June 30, 2014, Wildwood had available lines of credit as follows:  two lines of credit with 
KeyBank, N.A., each for $500,000, and two lines of credit with Citizens Bank, N.A., in the respective 
amounts of $500,000 and $750,000.  The loans with respect to the lines of credit are unsecured.  As of 
June 30, 2014, a total of $280,000 was outstanding under the lines of credit.  

 
Long-Term Debt.  As of June 30, 2014, Wildwood had $9,449,260 in outstanding long term 

indebtedness.  Of this amount, $8,952,029 is secured by a security interest in certain receivables of 
Wildwood, which may include Wildwood’s Public Funds,  and thus constitutes a Prior Pledge as to such 
funds.  See Note 7 of Wildwood’s Audited Financial Statements under titles “Leases” and “Long-Term 
Debt.”  Wildwood has not incurred any long term debt subsequent to June 30, 2014.  
 

Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of Wildwood to continue to operate 
its facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
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coverage or wherein an adverse determination might materially adversely affect the ability of Wildwood 
to carry out the transactions contemplated in the Loan Agreement and the Intercept Agreement.   
 

Management.   
 

Directors and Officers.  The affairs of Wildwood are governed by a Board of Directors of not less 
than 7 nor more than 30.  The officers are comprised of:  Karen Nagy, President; John Fitzgerald, Vice-
President; Richard Lipman, Treasurer; and Adam M. Breault, Secretary.  Other members of the Board of 
Directors are: Kevin G. Banes, Laura Betz, Greg Cowl, Janet Deixler, William B. Hedberg, Robin Hickey, 
Richard Kehl, Edward S. Knapp, Carol Kriss, Peter Loyola, Dawn Mengel, Peter Nickel, Roseanne O’Brien 
and Wilma Schmeler.  The Board of Directors meets at least five times per year.  A majority of the 
members of the Board constitute a quorum.  The members of the Board of Directors serve without 
compensation.  
 
 Executive and Administrative Officers.  Maryann Allen is the Executive Director and Chief 
Executive Officer, having been appointed to such position in 2001.  She is a 1978 graduate of St. Lawrence 
University where she received a B.A. in Government and English Literature, magna cum laude.  She is a 
member of Phi Beta Kappa, and a 1981 cum laude graduate of Albany Law School.  Ms. Allen began her 
legal career at Nixon, Hargrave, Devans and Doyle in Rochester, New York.  She returned to the Albany area 
in 1983, and in 1990 she became the first woman partner at Bouck, Holloway, Kiernan and Casey in Albany 
where her practice was concentrated in civil litigation.  In 1995 she co-founded Allen Johnson and 
Longergan, LLP in Albany, again concentrating in insurance and personal injury defense litigation.  Since 
assuming her leadership role at Wildwood, Ms. Allen has maintained her law license and provides advice on 
an informal basis to the firm she co-founded.  As the parent of an adult child with a developmental disability, 
Ms. Allen has worked tirelessly in a variety of consultative and volunteer roles at Wildwood, including, 
President of the Wildwood Programs Board of Directors, Chair of the Wildwood Legislative and Advocacy 
Committee, Co-Chair of the Parent Sub-Committee of Wildwood School’s Future Planning Committee and a 
member of the Wildwood Education Committee. 
 
 Gary R. Milford is the Deputy Executive Director for Finance of Wildwood.  Mr. Milford was 
appointed to such position in 1984.  Richard L. Walley is the Deputy Executive Director for Services of 
Wildwood.  Mr. Walley was appointed to such position in 2001. 
 

Continuing Disclosure.   
 
As described in this paragraph, during the past five years, Wildwood has failed to provide certain 

secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) the late filing (102 days after the deadline set forth in 
its continuing disclosure undertakings) of its audited financial statements with respect to its fiscal year 
ended June 30, 2009; and (ii) failure to file its Annual Information with respect to its fiscal year ended 
June 30, 2009.  Wildwood has adopted procedures to ensure the timely filing of required information 
pursuant to its continuing disclosure undertakings in the future. 
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YOUNG ADULT INSTITUTE, INC. 
 
General Operations.  Young Adult Institute, Inc. (“YAI”) was founded in 1957.  Today, YAI 

provides a wide range of in-home, residential, vocational training, educational and early intervention 
services to the developmentally disabled community of the State of New York.  YAI’s mission is to 
provide support and assistance to individuals with developmental and related disabilities and their 
families.  To achieve its mission, YAI provides services whose goals are:  (i) to assist individuals to 
develop to their fullest level of independence; (ii) to allow individuals choice in determining what their 
lives will be like; (iii) to help families stay together by providing relief, training and support of care givers 
which enhance the family’s quality of life; and (iv) to provide excellent services as defined by the 
consumers of service.  YAI is a not-for-profit organization, exempt from income tax under Section 
501(c)(3) of the Internal Revenue Code and comparable New York State Law.  

 
YAI’s funding sources for its 2014 Fiscal Year were: OPWDD (approximately 99%) and 

miscellaneous other sources (approximately 1%). 
 

 Description of Facilities and Financing Plan.  DASNY will lend YAI approximately 
$7,470,000 from the proceeds of the Series 2015 Bonds (“YAI’s Allocable Portion”).  Such amount will 
be used for legal fees, capitalized interest, costs of issuance, debt service reserve requirements and, 
together with funds on the deposit with the respective trustees for the 2004C Bonds, the 2004D Bonds, 
the 2005B Bonds, the 2006D Bonds the 2006A Bonds, the 20056B Bonds, the 2006C Bonds, the 2006E 
Bonds, the 2006F Bonds, the 2007A Bonds and the 2007C Bonds (each such term as defined herein), to 
refinance debt incurred to acquire, construct, renovate and/or furnish the following residential facilities 
(collectively, the “Facilities”) for developmentally disabled adults: 
 

• 31 Edith Place, Merrick, New York (“Edith Place”): for the acquisition, renovation and furnishing 
of a 1,600 square foot, two-story building to be used as a residence for five developmentally 
disabled adults. 

 
• 305 E. 206th Street, Bronx, New York (“206th Street”): to refinance existing loans made from the 

proceeds of the NYCIDA Civic Facility Revenue Bonds (Special Needs Facilities Pooled 
Program), Series 2004C-1 (the “2004C Bonds”), which were used for the acquisition, renovation 
and furnishing of a 2,936 square foot, two-story building to be used as a residence for ten 
developmentally disabled adults. 

 
• 146 Villa Avenue, Yonkers, New York (“Villa Avenue”): to refinance existing loans made from 

the proceeds of the County of Westchester Industrial Development Agency (“CWIDA”) Civic 
Facility Revenue Bonds (Special Needs Facilities Pooled Program), Series 2004D-1 (the “2004D 
Bonds”), which were used for the acquisition, renovation and furnishing of a 2,184 square foot, 
two-story building to be used as a residence for eight developmentally disabled adults. 

 
• 62 Woodland Avenue, Rye Brook, New York (“Woodland Avenue”): to refinance existing loans 

made from the proceeds of the CWIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2005B (the “2005B Bonds”), which were used for the acquisition, 
renovation and furnishing of a 2,336 square foot, two-story building to be used as a residence for 
eight developmentally disabled adults. 

 
• 261 King Street, Port Chester, New York (“King Street”): to refinance existing loans made from 

the proceeds of the 2005B Bonds, which were used for the acquisition, renovation and furnishing 
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of a 2,443 square foot, three-story building to be used as a residence for seven developmentally 
disabled adults. 

 
• 56 Woodycrest Avenue, Yonkers, New York (“Woodycrest Avenue”): to refinance existing loans 

made from the proceeds of the 2005B Bonds, which were used for the acquisition, renovation and 
furnishing of a 2,097 square foot, two-story building to be used as a residence for six 
developmentally disabled adults. 

 
• 281 W. 261st Street, Bronx, New York (“261st Street”): to refinance existing loans made from the 

proceeds of the NYCIDA Civic Facility Revenue Bonds (Special Needs Facilities Pooled 
Program), Series 2006A-1 (the “2006A Bonds”), which were used for the acquisition, renovation 
and furnishing of a 3,344 square foot, three-story building to be used as a residence for ten 
developmentally disabled adults. 

 
• 48-46 58th Place, Woodside, New York (“58th Place”): to refinance existing loans made from the 

proceeds of the 2006A Bonds, which were used for the acquisition, renovation and furnishing of a 
3,300 square foot, three-story building to be used as a residence for fourteen developmentally 
disabled adults. 

 
• 3737 Martin Court, Seaford, New York (“Martin Court”): to refinance existing loans made from 

the proceeds of the Nassau County Industrial Development Agency (“NCIDA”) Civic Facility 
Revenue Bonds (Special Needs Facilities Pooled Program), Series 2006B-1 (the “2006B Bonds”), 
which were used for the acquisition, renovation and furnishing of a 1,788 square foot, two-story 
building to be used as a residence for seven developmentally disabled adults. 

 
• 54-37 Browvale Lane, Little Neck, New York (“Browvale Lane”): to refinance existing loans 

made from the proceeds of the NYCIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2006C-1 (the “2006C Bonds”), which were used for the acquisition, 
renovation and furnishing of a 1,318 square foot, one-story building to be used as a residence for 
twelve developmentally disabled adults. 

 
• 82-24 209th Street, Hollis Hills, New York (“209th Street”): to refinance existing loans made from 

the proceeds of 2006C Bonds, which were used for the acquisition, renovation and furnishing of a 
2,230 square foot, two-story building to be used as a residence for seven developmentally 
disabled adults. 

 
• 3079 Hull Avenue, Bronx, New York (“Hull Avenue”): to refinance existing loans made from the 

proceeds of the 2006C Bonds, which were used for the acquisition, renovation and furnishing of a 
4,300 square foot, two-story building to be used as a residence for ten developmentally disabled 
adults. 

 
• 135-39 Union Turnpike, Kew Gardens, New York (“Union Turnpike”): to refinance existing 

loans made from the proceeds of the 2006C Bonds, which were used for the acquisition, 
renovation and furnishing of a 4,300 square foot, three-story building to be used as a residence for 
eight developmentally disabled adults. 

 
• 677 White Plains Road, Tarrytown, New York (“White Plains Road”): to refinance existing loans 

made from the proceeds of the CWIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2006E-1 (the “2006E Bonds”), which were used for the acquisition, 
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renovation and furnishing of a 43,565 square foot, two-story building used as a day habilitation 
facility for 260 developmentally disabled adults. 

 
• 61 Parkway Drive, Port Chester, New York (“Parkway Drive”): to refinance existing loans made 

from the proceeds of the 2006E Bonds, which were used for the acquisition, renovation and 
furnishing of a 2,812 square foot, two-story building to be used as a residence for seven 
developmentally disabled adults. 

 
• 18 LaMarcus Avenue, Glen Cove, New York (“LaMarcus Avenue”): to refinance existing loans 

made from the proceeds of the NCIDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2006F-1 (the “2006F Bonds”), which were used for the acquisition, 
renovation and furnishing of a 3,768 square foot, two-story building to be used as a residence for 
eight developmentally disabled adults. 

 
• 41-76 Little Neck Parkway, Little Neck, New York (“Little Neck Parkway”): to refinance 

existing loans made from the proceeds of the 2007A Bonds, which were used for the acquisition, 
renovation and furnishing of a 2,470 square foot, two-story building to be used as a residence for 
seven developmentally disabled adults. 

 
• 18 North Howell Avenue, Centereach, New York (“Howell Avenue”): to refinance existing loans 

made from the proceeds of the 2007C Bonds, which were used for the acquisition, renovation and 
furnishing of a 4,111 square foot, two-story building to be used as a residence for six 
developmentally disabled adults. 

 
 The governmental funding source for the Facilities is OPWDD, and the Facilities are supported 
by PPAs, which YAI has received.  This means the Facilities are pre-approved by OPWDD for 
reimbursement by OPWDD for principal and interest costs incurred in connection with the acquisition 
and/or renovation of the Facilities and financing or refinancing costs incurred in connection therewith.  
Each of the Facilities has a Certificate of Occupancy, and an Operating Certificate.  YAI is in the process 
of obtaining updated Certificates of Occupancy or Certificates of Compliance for King Street, Union 
Turnpike, White Plains Road and Parkway Drive.  (See the information in this Official Statement entitled 
“PART 11 - BONDHOLDERS’ RISKS - Completion of the Projects; Zoning; Certificate of 
Occupancy.”) 
 
  YAI owns each of the Facilities and will grant DASNY a first priority mortgage on each 
of the Facilities and a lien on the Public Funds attributable to each of the Facilities.   
 
 Certain facilities of YAI located at 3353 Nostrand Avenue, Brooklyn, New York, 123 East 36th 
Street, New York, New York, 460 West 34th Street, New York, New York, 421 North Barry Avenue, 
Mamaroneck, New York, 580 Broadway, Hastings-on-Hudson, New York, 197 Canterbury Road, 
Williston Park, New York, 20 West 13th Street, New York, New York, 332 89th Street, Queens, New 
York, 29-42 Tiffany Place, Brooklyn, New York, 2422 Bragg Street, Brooklyn, New York, 2140 Glebe 
Avenue, Bronx, New York, 1015 Avenue Z, Brooklyn, New York, 211-11 Northern Boulevard, Queens, 
New York, 3340-42 Nostrand Avenue, Brooklyn, New York, 24 Belvidere Place, New Rochelle, New 
York, 302 Jerusalem Avenue, Hicksville, New York and 1241 Round Swamp Road, Old Bethpage, New 
York, were financed with the proceeds of the 2004C Bonds, the 2004D Bonds, the 2005B Bonds, 2006B 
Bonds, the 2006C Bonds, the 2006E Bonds and the 2006F Bonds, respectively.  In connection with the 
issuance of the 2015 Bonds, YAI will be required to comply with certain federal tax requirements relating 
to such facilities.  However, such facilities are not considered to be part of the “Facilities” or the “Project” 
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under YAI’s Series 2015 Loan Agreement, and YAI will not grant DASNY a security interest in such 
facilities or the Public Funds attributable thereto. 

 
Other Properties.  YAI also owns 46 and leases 64 other properties in the Boroughs of New 

York City and Nassau, Rockland, Suffolk and Westchester Counties.  
 

Employees.  YAI employs approximately 1869 full-time and 498 part-time employees in the 
State of New York, of which a total of approximately 275 full-time equivalent employees, a majority of 
whom are full time, are employed at the Facilities.  YAI does not expect that the operation of the 
Facilities will require it to employ additional personnel. 

 
Debt Service Coverage. 
 
The actual Total Debt Service Coverage Ratio of YAI for Fiscal Year 2014 and the Pro Forma 

Total Debt Service Coverage Ratio (which includes YAI’s Allocable Portion of the Series 2015 Bonds) 
are as follows: 
 

  2014 2014 
  Actual Pro Forma 

Revenues $176,988,698 $176,988,698
Expenses 174,211,464 174,211,464
Total Net Revenue 2,777,234 2,777,234

  
Less Extraordinary Revenue Items   
Plus Extraordinary Expense Items   

  
Plus Depreciation and Amortization 4,127,198 4,127,198
Plus Current Interest Expense 1,725,197 1,725,197
New PPA Program Revenues  76,000

  
Total Net Revenues Available for Debt Service 8,629,629 8,705,629

Maximum Annual Debt Service 6,782,431 6,718,431

Total Debt Service Coverage Ratio 1.2724 1.2958
 
Financials.  Audited financial statements for YAI’s fiscal years ended June 30, 2012 through 

June 30, 2014 were prepared by Grassi & Co., CPAs, P.C.  Such audited financial statements are attached 
as Appendix B-IX.  Interim unaudited financial information prepared by YAI’s Management covering the 
period from July 1, 2014 through October 31, 2014 is attached as Appendix C-IX.  Significant accounting 
policies are contained in the audited financial statements. 

 



 

A-50 
 
ME1 18924922v.14 

Management’s Summary of Financial Information and Result of Operations. 
 
Summary of Financial Information for Prior Five Fiscal Years - All Funds 
 

The following is a summary of financial information for YAI for the most recently ended five 
fiscal years for which audited financial statements were available and has been prepared by YAI’s 
Management and derived from YAI’s audited financial statements.  The data contained in the following 
table should be read in conjunction with the audited financial statements and related notes presented in 
Appendix B-IX. 

 
Fiscal Year Ended June 30, 

              
           2010        2011        2012       2013        2014 
              
 
Current Assets $  55,301,492 $  61,818,151 $  67,189,061 $  56,313,212 $  54,311,494 
Net Fixed Assets     41,693,320     39,599,751     37,827,580     37,618,851     34,839,214 
Other     167,50,111     13,754,433     1,2836,403     12,220,017     14,996,595 
 Total   113,744,923   115,172,335   117,853,044   106,152,080   104,147,303 
 
Current Liabilities     54,818,370     54,533,992     43,580,878     55,981,566     40,947,295 
Other Liabilities     53,307,144     49,048,764     60,488,883     31,212,658     41,464,918 
Net Assets       5,619,409     11,589,579     13,783,283     18,957,856     21,735,090 
 
 Total   113,744,923   115,172,335   117,853,044   106,152,080   104,147,303 
  
Operating Revenue:  
Program Revenue    166,167,352   197,360,203   176,286,422   178,604,006   176,672,348 
Nonprogram Revenue       2,143,053       2,563,652       1,459,985          997,527          316,350 
 
 Total   168,310,405   199,923,855   177,746,407   179,601,533   176,988,698 
 
Operating Expenses   180,575,189   193,953,685   174,451,695   174,426,960   174,211,464 
 
Loss from Discontinued 
Operations                      0                      0      (1,101,008)                      0                     0 
 
Change in Net Assets    (12,264,784)       5,970,170       2,193,704       5,174,573       2,777,234 
 
Net Assets, Beginning     17,884,193       5,619,409     11,589,579     13,783,283     18,957,856 
  of Year 
 
Net Assets, End of Year       5,619,409     11,589,579     13,783,283     18,957,856     21,735,090 
 
Cash & Equivalents       4,628,091     2,490,720       7,323,106       9,859,068     13,933,654 
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Management’s Discussion of Results of Operations. 
 

(1) Known Trends or Uncertainties Likely to Have an Impact on Liquidity:  YAI is not aware 
of any trends or uncertainties that have had, or are reasonably likely to have, a material impact on YAI’s 
short-term or long-term liquidity. 
 

(2) Sources of Liquidity: (a) Internal - YAI had current assets of $54,311,494 and 
$56,313,212 at the end of the fiscal years of 2014 and 2013, respectively; (b) External - YAI has available 
lines of credit totaling $26,000,000 from Bank of America.  
 

(3) Known Trends or Uncertainties Likely to have an Impact on Revenue or Income:  As a 
result of the new reimbursement methodology being implemented by OPWDD, described in this Official 
Statement under the heading “PART 5 - SOURCES OF SERIES 2015 PARTICIPANT FUNDING,”, 
YAI expects it will receive a reduction in OPWDD revenue of approximately 4.05% compared to the 
2013-14 revenue, which will be phased-in over four years.  This decrease does not impact the PPA 
payments supporting debt service.  This decrease is also exclusive of additional revenue resulting from 
other actions such as the cost of living increases (2% effective January 1, 2015 and an additional 2% 
effective April 1, 2015) included in the New York State Budget, as well as increases as a result of new 
program development. OPWDD will also re-base each agency’s rate on July 1, 2015 utilizing the CFR 
cost data for 2013, which could alter the agency’s original target rates. Other than the foregoing, YAI is 
not aware of any trends or uncertainties that have had or that are reasonably expected to have a material 
impact on the net revenues.  (See the information in this Official Statement entitled “PART 11 - 
BONDHOLDERS’ RISKS.”) 
 

(4) Income or Loss from Sources Other than Continuing Operations: Income from 
contributions, fund raising, membership dues, and interest/investment for fiscal years 2014 and 2013 were 
$861,076 and $997,527, respectively.  See APPENDIX C-IX for interim unaudited financial information 
through October 31, 2014. 
 
 (5) Causes for Changes in Financial Statements:  Changes in the number of persons served in 
a particular program normally affect the revenue of the program.  YAI’s total operations have decreased 
due to decreases  in  non-Medicaid transportation and OPWDD funding, as well as decreases in funding 
for Family Support Services and contracts for New York State and New York City that were not renewed 
for Fiscal Year 2014. 
 
 Liquidity and Capital Resources.  As of June 30, 2014, YAI had $13,933,654 in unrestricted 
cash and cash equivalents and $25,159,796 in net accounts receivable. 
 

As of June 30, 2014, YAI had available lines of credit totaling $26,000,000 as follows:  an $18 
million line of credit with Bank of America; and an $8 million line of credit with Bank of America.  The 
loans with respect to the lines of credit are secured by YAI’s business personal property and accounts 
receivable, which includes Public Funds and thus constitutes a Prior Pledge as to such funds and certain 
real property of YAI, respectively.  Approximately $18,013,700 was outstanding as of June 30, 2014.  
 
 Long-Term Debt.  As of June 30, 2014, YAI had $26,821,545 in outstanding long term 
indebtedness, which is secured by a security interest in certain receivables of YAI, which may include 
YAI’s Public Funds,  and thus constitutes a Prior Pledge as to such funds.  See Notes 7 and 8 of YAI’s 
Audited Financial Statements under titles of “Notes and Mortgages Payable” and “Capital Lease 
Obligations.”  YAI has not incurred any long-term debt subsequent to June 30, 2014. 
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Contingencies; Pending or Potential Litigation.  In the opinion of Management, there is no 
action, suit, proceeding, inquiry or investigation at law or in equity or before or by any court, public board 
or body pending or threatened to challenge the authority or the ability of YAI to continue to operate its 
facilities or to challenge title to its properties or seeking damages in excess of applicable insurance 
coverage or wherein an adverse determination might materially adversely affect the ability of YAI to 
carry out the transactions contemplated in the Loan Agreement and the Intercept Agreement.   

 
 Internal Revenue Service Examination.  On May 20, 2013, the Internal Revenue Service (the 
“IRS”) notified YAI that the IRS was opening an examination of YAI’s executive compensation, possible 
unrelated business income and operations.  For a number of reasons, including inquiries by federal and 
New York State officials, YAI engaged an independent compensation consultant in December 2011 to 
conduct a study and prepare a report regarding YAI’s executive compensation.  As a result of the report 
prepared by such consultant, YAI discovered that certain amounts payable under its Supplemental 
Executive Retirement Plan (the “SERP”) may be subject to federal excise taxes, and on February 19, 
2013, YAI voluntarily reported this information to the IRS.  Upon its receipt of the aforementioned study, 
YAI entered into negotiations with its current and former executives to reduce the amounts payable under 
the SERP to levels determined to be reasonable according to the study.  Subsequently, as required for all 
non-profits in New York State pursuant to Executive Order 38 (Cuomo 2012), YAI’s Board has worked 
directly with an independent consultant which, on an annual basis, conducts a formal study and submits a 
report to the Board directly showing the comparison of YAI executive pay to other providers in the field.  
The YAI Board relies on this study to determine executive pay on an annual basis. 

Although the IRS examination remains in progress and the result is unknown, YAI believes that 
the examination currently is limited to the question of whether certain amounts previously paid to 
executives under the SERP will be subject to sanctions.  Accordingly, YAI does not expect the outcome 
of such matter will have any adverse effect on YAI’s status as an organization exempt from income tax 
under Section 501(c)(3) of the Internal Revenue Code.  YAI has covenanted in its Loan Agreement that it 
will not take any action which would adversely affect such federal income tax status, and that it will 
conduct its operations in the manner which will conform to the standards necessary to qualify YAI as an 
organization exempt from income tax under Section 501(c)(3) of the Internal Revenue Code. 

 
Management. 

 
Directors and Officers.  The affairs of YAI are governed by a 12 member Board of Trustees.  The 

officers are comprised of:  George Contos, Esq., Chairman; Lewis Lindenberg, Esq., Secretary; and Robert 
Dean Ellis, Treasurer.  Other Members of the Board of Trustees are:  J.D. Blanck, Ph.D, Kevin Hogan, Jane 
Levine, Jeffery Lieberman, Jeffrey A. Mordos, John Rufer, Richard Paul Rosenbaum, and David B. Stafford.  
The Board of Trustees meets at least four times per year.  The members of the Board of Trustees serve 
without compensation. 
 
 Executive and Administrative Officers.  Matthew Sturiale, L.C.S.W.,  is the Chief Executive 
Officer of YAI.  He has over 35 years of experience in the field of developmental and intellectual disabilities.  
He originally joined YAI in 1979, was appointed Executive Vice President for Empowerment and Services in 
2012, and became Chief Executive Officer in March 2014.  He received his Master of Social Work degree 
from Fordham University in 1978.  He has served as an adjunct instructor at Manhattan Community College 
and the College of New Rochelle, and has provided social work internship opportunities to students at Hunter 
College, Fordham University, Adelphi University and Stony Brook University.  Other key officers of YAI 
include Sanjay Dutt, Chief Financial Officer. 
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Continuing Disclosure.   
 
As described in this paragraph, during the past five years, YAI has failed to provide certain 

secondary market disclosure pursuant to Rule 15c2-12 in connection with its previous continuing 
disclosure undertakings.  Such failures include (i) the late filing (161 days after the deadline set forth in 
its continuing disclosure undertakings) of its audited financial statements with respect to its fiscal year 
ended June 30, 2009; and (ii) failure to file its Annual Information with respect to its fiscal year ended 
June 30, 2009.  YAI has adopted procedures to ensure the timely filing of required information pursuant 
to its continuing disclosure undertakings in the future. 
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The report accompanying these financial statements was issued by 

BOO USA, LLP, a Delaware limited liability partnership and the U.S. member 
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Independent Auditor's Report 

Board of Directors 
Birch Family Services, Inc. and Affiliate 
New York, New York 

Tel: +212885-8000 
Fax: +212697-1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying combining financial statements of Birch Family Services, 
Inc. and Affiliate ("Birch and Affiliate"), which comprise the combining statement of financial 
position as of June 30, 2014, and the related combining statements of activities, functional 
expenses, and cash flows for the year then ended, and the related notes to the combining 
financial statements. 

Management's Respons;bUity for the Comb;n;ng F;nandal Statements 

Management is responsible for the preparation and fair presentatio n of these combini ng 
financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of combining financial statements that 
are free from material misstatement, whether due to fraud or error. 

Aud;tor's Respons;bWty 

Our responsibility is to express an opinion on these combining financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards requi re that we plan and perform the audit to obtain 
reasonable assurance about whether the combining financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the combining financial statements. The procedures selected depend on the 
auditor's judgment, includi ng the assessment of the risks of material misstatement of the 
combining financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the combining financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the combining financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BDO USA, lLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of 
the international BDO network of independ61t member finns. 

BDO is the brand name for the BDO network and for each of the BOO Member Firms. 

3 

B
-I-2



IBDO 

Opinion 

In our opinion, the combining financial statements referred to above present fairly, in all 
material respects, the financial position of Birch Family Services, Inc. and Affiliate as of 
June 30, 2014, and the changes in their net assets and their cash flows for the year then ended 
in accordance with accounting principles generally accepted in the United States of America. 

Report on Summarized Comparative Information 

We have previously audited Birch Family Services, Inc. and Affiliate's 2013 combining financial 
statements, and we expressed an unmodified audit opinion on those audited combi ning financial 
statements in our report dated November 25,2013. In our opinion, the summarized comparative 
information presented herein as of and for the year ended June 30, 2013 is consistent, in all 
material respects, with the audited combining financial statements from which it has been 
derived. 

November 21, 2014 
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June 30, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Financial Position 
(with comparative totals for 2013) 

The Herbert G. Combined Total 
Birch Family Birch Services 

Services, Inc. Fund, Inc. Eliminations 2014 2013 
Assets 
Current: 

Cash and cash equivalents 
(Note 3) $ 3,018,079 $467,730 $ $ 3,485,809 $4,736,865 

Restricted cash (Note 3) 598,915 598,915 590,794 
Accounts receivable, net of 

allowance for doubtful 
accounts of $51,427 and $-0-
for 2014 and 2013, 
respectively (Notes 3, 8 and 9) 5,004,753 5,004,753 4,322,013 

Pledges receivable (Note 3) 73,000 73,000 9,255 
Prepaid expenses and other 

assets 386,900 583 387,483 314,228 
Due from affiliate 

(Notes 2 and 15) 52,345 (52,345) 

Total Current Assets 9,060,992 541,313 (52,345) 9,549,960 9,973,155 
Assets Limited to Use (Note 4) 701,193 701,193 1,104,698 
Deferred Bond, Loan Financing 

and Other Program Costs 
(Note 3) 381,370 381,370 290,862 

Fixed Assets, Net 
(Notes 3, 5, 7 and 81 12,291,409 12,291,409 12,269,559 

$22,434,964 $541,313 $(52,345) $22,923,932 $23,638,274 

Liabilities and Net Assets 
Current: 

Accounts payable and accrued 
expenses $ 2,439,913 $ 41,976 $ $ 2,481,889 $ 2,184,168 

Accrued compensation 1,419,353 1,419,353 1,252,602 
Due to affiliate (Notes 2 and 15) 52,345 (52,345) 
Due to governmental agencies, 

current portion 896,072 219,587 
(Notes 3 and 6) 896,072 

Bonds payable, current portion 
(Note 7) 575,000 575,000 725,000 

Loans and mortgages payable, 
current portion (Note 8) 1,742,336 1,742,336 797,263 

Capital leases, current portion 
(Note 16) 80,356 80,356 90,774 

Line of credit (Note 9) 650,000 650,000 2,000,000 

Total Current Liabilities 7,803,030 94,321 (52,345) 7,845,006 7,269,394 
Due to Governmental Agencies, 

Net of Current Portion 
(Notes 3 and 6) 3,374,647 3,374,647 3,889,852 

Bonds Payable, Net of Current 
,Portion (Note 7) 3,090,368 3,090,368 5,231,374 

Loans and Mortgages Payable, 
Net of Current Portion (Note 8) 4,617,841 4,617,841 3,507,723 

Capital Leases, Net of Current 
Portion (Note 16) 68,634 68,634 73,475 

Total Liabilities 18,954,520 94,321 (52,345) 18,996,496 19,971,818 
Commitments and Contingencies 

(Notes 3,5,7,8,9,11,12 
and 14) 

Net Assets (Note 3): 
Unrestricted 3,339,856 330,376 3,670,232 3,453,517 
Temeoraril~ restricted (Note 13) 140,588 116,616 257,204 212,939 

$22,434,964 $541,313 $!52,345) $22,923,932 $23,638,274 

See accompanying notes to combining financial statements. 
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Year ended June 30, 

Revenue and Other Support: 
Tuition revenue 
Medicaid revenue for 

community services 
Federal and New York State 

grants 
Training and consultant 

services 
Contributions 
Donated services 
Donated costs (Note 10) 
Day care private fees 
Special events 
Less: Direct costs of special 

events 
Interest income 
Other income 
Net assets released from 

restriction (Note 13) 

Total Revenue and 
Other Support 

Expenses: 
Program services: 

Educational services 
Community services 

Total Program 
Services 

Supporting services: 
Management and general 
Fundraising 

Total Expenses 

Change in Net Assets 
Net Assets, Beginning of Year 

(Note 2(p» 

Net Assets, End of Year 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Activities 
(with comparative totals for 2013) 

Unrestricted Temporarily Restrict ed 

The Herbert The Herbert 
G. Birch G. Birch 

Birch Family Services Birch Family Services 
Services, Inc. Fund, Inc. Services, Inc. Fund, Inc. Eliminations 

$32,281,259 $. 

17,847,273 

4,282,469 

132,865 
58,235 381,093 99,483 

316,227 
545,353 

224,215 

(31,780) 
8,572 3 

73,271 

366,014 70,297 (366,014) (70,297) 

55,853,303 320,970 15,079 29,186 

33,839,942 53,454 
15,686,532 

49,526,474 53,454 

6,062,666 25,617 
289,347 

55,589,140 368,418 

264,163 (47,448) 15,079 29,186 

3,075,693 377,824 125,509 87,430 

3,339,856 $330,376 $140,588 $116,616 $-

Combined Total 
2014 2013 

$ 32,281 ,259 $32,381,182 

17,847,273 17,053,008 

4,282,469 4,742,082 

132,865 114,629 
538,811 359,506 
316,227 76,415 
545,353 524,997 

29,341 
224,215 165,505 

(31,780) (30,233) 
8,575 20,424 

73,271 34,567 

56,218,538 55,471,423 

33,893,396 34,474,825 
15,686,532 15,182,273 

49,579,928 49,657,098 

6,088,283 5,474,017 
289,347 275,575 

55,957,558 55,406,690 

260,980 64,733 

3,666,456 3,601,723 

$ 3,927,436 $ 3,666,456 

See accompanying notes to combining financial statements. 
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Year ended June 30, 

Salaries and Related Expenses: 
Salaries 
Payroll taxes and emplo~ee benefits 

Total Salaries and Related Expenses 
Other Expenses: 

Contracted personal services 
Advertising 
Auto expense 
Donated costs from Administration for Children's Services, Health and 

Human Services and Agency for Child Development 
Facility and equipment costs 
Food 
Insurance 
Interest expense 
Equipment rental 
Office supplies, printing and postage 
Professional fees 
Program operational expenses 
Repairs and maintenance 
Licenses and other fees 
Staff development 
Telephone 
Transportation 
Start up expenses 
Miscellaneous 

Total Expenses Before Depredation and Amortization 
Depredation and Amortization 

Total Expenses 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Functional Expenses 
(with comparative totals for 2013) 

Program Services 

Educational Community Total Program Management and 
Services Services Services General 

$21,762,987 7,883,818 $29,646,805 $2,770,617 
5,373,923 1,979,933 7,353,856 698,533 

27,136,910 9,863,751 37,000,661 3,469,150 

840,759 769,419 1,610,178 
389 389 133,843 

21,349 21,349 1,360 

545,353 545,353 
2,715,257 709,215 3,424,472 701,266 

566,425 365,496 931,921 1,418 
104,807 177,233 282,040 45,523 
155,513 256,837 412,350 77,917 
96,517 37,826 134,343 37,174 

141,612 20,674 162,286 127,423 
110,637 7,500 118,137 779,456 
571,011 1,857,119 2,428,130 14,849 
330,976 348,346 679,322 139,701 

5,440 8,953 14,393 51,856 
30,028 1,374 31,402 50,514 
25,384 101,467 126,851 19,856 
8,767 301,145 309,912 35,219 

53,310 171 53,481 117,547 

33,439,095 14,847,875 48,286,970 5,804,072 
400,847 838,657 1,239,504 258,594 

$33,839,942 $15,686,532 $49,526,474 $6,062,666 
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The Herbert G. Combined Total 
Birch Services 

Fund, Inc. Eliminations 2014 2013 

$207,874 $- $32,625,296 $32,924,831 
42,998 8,095,387 7,294,278 

250,872 40,720,683 40,219,109 

1,610,178 1,891,730 
134,232 74,168 

22,709 36,417 

545,353 524,998 
20,883 4,146,621 4,090,322 

933,339 953,934 
327,563 303,484 
490,267 691,613 
171,517 175,520 

13,596 303,305 335,500 
7,320 904,913 909,920 

42,283 2,485,262 2,168,832 
819,023 801,179 

66,249 85,710 
81,916 89,220 

146,707 143,723 
345,131 347,251 

66,817 
33,464 204,492 46,525 

368,418 54,459,460 53,955,972 
1,498,098 1,450,718 

$368,418 $- $55,957,558 $55,406,690 

See accompanying notes to combining financial statements. 
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Year ended June 30, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Cash Flows 
(with comparative totals for 2013) 

The Herbert 
Birch Family G. Birch Combined Total 

Services, Services 
Inc. Fund, Inc. Eliminations 2014 2013 

Cash Flows From Operating Activities: 
Change in net assets S 279,242 S (18,262) S $ 260,980 S 64,733 
Adjustments to reconcile change in net 

assets to net cash provided by (used in) 
operating activities: 

Depreciation and amortization 1,498,098 1,498,098 1,450,718 
Amortization of bond and loan financing 

costs 31,180 
Amortization of bond premium (9,564) 
(Increase) decrease in: 

Accounts receivable (682,740) (682,740) (323,566) 
Pledges receivable (63,745) (63,745) (4,255) 
Prepaid expenses and other assets (72,672) (583) (73,255) (122,727) 
Due from affiliate 67,646 (67,646) 
Deferred bond, loan financing and 

program costs (90,508) (90,508) (83,260) 
Increase (decrease) in: 

Accounts payable and accrued 
expenses 260,817 36,904 297,721 645,026 

Accrued compensation 166,751 166,751 (44,718) 
Due to affiliate (67,646) 67,646 
Due to governmental agencies 161,280 161,280 (480,086) 

Net Cash Provided By (Used In) 
Operating Activities 1,587,914 (113,332) 1,474,582 1,123,481 

Cash Flows From Investing Activities: 
Purchase of fixed assets (1,519,948) (1,519,948) (1,168,918) 
Change in assets limited to use 403,505 403,505 (6,697) 

Net Cash Used In 
Investing Activities (1,116,443) (1,116,443) (1,175,615) 

Cash Flows From Financing Activities: 
Proceeds from bonds payable 1,365,000 
Repayment of bonds payable (2,291,006) (2,291,006) (564,248) 
Proceeds from loans and mortgages payable 3,704,672 3,704,672 817,652 
Repayment of loans and mortgages payable (1,649,481 ) (1,649,481 ) (2,010,569) 
Proceeds from capital lease obligations 82,102 82,102 106,768 
Repayments of capital lease obligations (97,361 ) (97,361) (111,096) 
Proceeds from line of credit 4,500,000 
Payments on line of credit (1,350,000) (1,350,000) (2,500,000) 

Net Cash (Used In) Provided By 
Financing Activities (1,601,074) (1,601,074) 1,603,507 

Net (Decrease) Increase in Cash and Cash 
Equivalents (1,129,603) (113,332) (1,242,935) 1,551,373 

Cash and Cash Equivalents, Beginning of 
Year 4,746,597 581,062 5,327,659 3,776,286 

Cash and Cash Equivalents, End of Year $ 3,616,994 $ 467,730 $ - $ 4,084,724 S 5,327,659 

Supplemental Disclosures of Cash Flow 
Information: 

Cash paid for interest S 490,267 S S $ 490,267 S 691,613 
Noncash transactions related to capital 

leases 82,102 82,102 106,768 

See accompanying notes to combining financial statements. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

1. Principles of Combination 

The accompanying combining financial statements include Birch Family Services, Inc. ("Birch") 
and the Herbert G. Birch Services Fund, Inc. (the "Fund") (collectively, "Birch and Affiliate"), 
which are related through common board membership and substantially identical management. 

2. Nature of Organizations 

(a) Birch is a not-for-profit organization that operates 8 schools in New York City for preschool 
and school-age students with various learning disabilities and serious developmental disabilities, 
as well as for nondisabled children. Birch also operates 5 Intermediate Care Facilities ("ICFs"), 5 
Individual Residential Alternative Facilities ("IRAs") and 2 day habilitation facilities, and provides 
other services for developmentally disabled individuals varying in age from birth through 
adulthood. 

(b) The Fund operates in support of Birch, which is funded primarily by general public 
contributions, special events and training and consul tation. 

3. Summary of Significant Accounting Policies 

(a) Basis of Presen tation 

The combi ning financial statements of Birch and Affiliate have been prepared on the accrual basis. 
In the combining statement of financial position, assets and liabilities are presented, on a 
classified basis, in order of liquidity or conversion to cash and their maturity resulting in the use 
of cash, respectively. 

(b) Financial Statement Presentation 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanentl y restri cted, temporari ly restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those clas ses of net assets be displayed in a statement of activities. 

These class es are defi ned as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-imposed stipulations that 
neither expire by passage of time nor can be fulfilled or otherwise removed by actions 
of Birch and Affiliate. 

(iO Temporarily Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-i mposed stipulations that 
either expire by passage of time or can be fulfilled and removed by actions of Birch and 
Affiliate pursuant to those stipulations. When such stipulations end or are fulfilled, such 
temporari ly restricted net assets are reclassified to unrestricted net assets and reported 
in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily 
restricted by donor-i mposed stipulatio ns. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

(c) Cash and Cash Equivalents 

Birch and Affiliate consider all highly liquid instruments with a maturity of three months or less 
when purchased to be cash equivalents. 

(d) Restricted Cash 

Birch has restricted cash at one financial institution for its programs in the amount of $598,915 at 
June 30, 2014. 

(e) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
useful lives of the assets. Leasehold improvements and equipment under capital leases are 
amortized over the shorter of the lease term or the estimated usefulli ves of the related assets. 

Building and building improvements 
Leasehold i mprovem ents 
Furniture, fixtures and equipment 
Vehicles 

(f) Deferred Bond, Loan Financing and Other Program Costs 

Estimated 
Useful Lives 

25 years 
5 - 25 years 
3 - 20 years 

3 years 

Deferred bond and loan financing costs are stated at cost and amortized on the straight-line basis 
over the term of the bonds/ loans. 

Deferred program costs are stated at cost. They are costs related to new programs incurred by 
Birch and will be amortized once the program commences operations in accordance with 
applicable New York State guidelines. 

(g) Contributions and Promises to Give 

Contributions, including unconditional promises to give that are expected to be collected within 
one year, are recognized as revenues in the period earned and are either classified as 
permanently restricted, temporarily restricted or unrestricted. Conditional contributions, 
including conditional promises to give, are not recognized until they become unconditional, that 
is, when the conditions on which th ey depend are subs tantially met. 

(h) Third-party Reimbursement and Revenue Recognition 

Birch and Affiliate receive substantially all its revenue for services provided to approved clients 
from third-party reimbursement agencies. These revenues are based on predetermined rates 
based on cost reimbursement principles and are subject to audit and retroactive adjustment by 
the respective third-party fiscal intermediary. In the opinion of management, retroactive 
adjustments, if any, would not be material to the financial position or results of operations of 
Birch and Affiliate. 

Revenue is recognized as earned from third parties and when received or pledged for 
contributions and fundraising activities. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

In April 2014, New York State finalized a waiver with the Federal government that will allow the 
state to reinvest $8 billion in Federal savings generated by Medicaid Redesign Team ("MRT") 
reforms. The MRT waiver amendment will transform the state's health care system, bend the 
Medicaid cost curve, and ensure access to quality care for all Medicaid members. The Medicaid 
1115 waiver amendment will enable New York to facilitate innovation and lower health care costs 
over the long term, especially for essential safety net providers. The waiver allows the state to 
reinvest over a five-year period $8 billion of the $17.1 billion in Federal savings generated by MRT 
reforms. The waiver amendment dollars will address critical issues throughout the state and allow 
for comprehensive reform through a Delivery System Reform Incentive Payment ("DSRIP") 
program. The DSRIP program will promote community-level collaborations and focus on system 
reform. Safety net providers will be required to collaborate to implement innovative projects 
focusing on system transformation, clinical improvement and population health improvement. 
Birch and Affiliate is taking the necessary steps to be at the forefront of MRT reforms and 
initiatives. 

(i) Income Taxes 

Birch and Affiliate were incorporated i n the State of New York and are exempt from Federal, state 
and local income taxes under Section 501 (c)(3) of the IRe. Birch and Affiliate have been 
determined by the Internal Revenue Service ("IRS") not to be "private foundations" within the 
meaning of Section 509(a) of the Internal Revenue Code ("IRC"). As of June 30, 2014, there was no 
unrelated business income. 

(j) Uncertainty in Income Taxes 

Birch and Affiliate adopted the provisions of Accounting Standards Codification ("ASC") 740, 
"Income Taxes". Under ASC 740, an organization must recognize the tax benefit associated with 
tax positions taken for tax return purposes when it is more likely than not that the position will 
not be sustained. Then implementation of ASC 740 had no impact on Birch and Affiliate's 
combining financial statements. Birch and Affiliate do not believe there are any material 
uncertain tax positions and, accordingly, they will not recognize any liability for unrecognized tax 
benefits. Birch and Affiliate have filed for and received income tax exemptions in the jurisdictions 
where it is required to do so. Additionally, Birch and Affiliate have filed IRS Form 990 tax returns, 
as required, and all other applicable returns in jurisdictions when it is required. For the year 
ended June 30, 2014, there was no interest or penalties recorded or included in the combining 
statement of activities. Birch and Affiliate are subject to routine audits by a taxing authority. As 
of June 30, 2014, Birch and Affiliate were not subject to any examination by the taxing authority. 
Management beli eves that Birch and Affiliate are no longer subject to income tax examinations for 
years pri or to 2011. 

(k) Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been detailed by expense 
category on a functional basis in the statement of functional expenses. Direct program and 
administrative expenses are charged to the cost centers in which they are incurred. Shared costs 
have been allocated among the vari ous cost centers based upon va rious allocation methods. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

(I) Use of Estimates 

In preparing financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

(m) Provision for Doubtful Accounts 

Birch and Affiliate provide an allowance for doubtful accounts for accounts receivable which are 
specifically identified by management as to their uncertainty in regards to collectibility. While 
management uses the best information available to make its evaluation, future adjustments to the 
allowance may be necessary if there are significant changes in economic conditions. 

(n) Allocation Methodology 

Common costs incurred for the administration of the various programs are allocated directly to 
respective programs as incurred and/or utilizing predetermi ned allocation rates established by 
management. 

(0) Concentration of Credit Risk 

Financial instruments which potentially subject Birch and Affiliate to concentration of credit risk 
consist primarily of cash and cash equivalents. At various times Birch and Affiliate have cash 
deposits at financial institutions, which exceed the Federal Depository Insurance Corporation 
insurance limits. 

(p) Reclassifications 

Certai n amounts in the 2013 combining financial statements have been reclassified to the 2014 
presentation. None of these reclassifications, however, affected the prior year change in net 
assets. The result of the reclassifications increased temporari ly restricted net assets and 
decreased unrestricted net assets by $125,509 each. The reclassifications had no effect on total 
net assets. 

(q) Comparative Financial Information 

The combining financial statements include certain prior year summarized comparative 
information. With respect to the combining statement of functional expenses, the prior year 
expenses are presented by expense classification in total rather than functional category. Such 
information does not include sufficient detail to constitute a presentation in conformity with 
accounting principles generally accepted in the United States of America. According ly, such 
information should be read in conjunction with Birch and Affiliate's combining financial 
statements for the year ended June 30, 2013 from which the summarized information was 
derived. 

4. Assets Limited to Use 

Assets limited to use consisting of cash and cash equivalents at June 30, 2014 amount to $701,193 
and are maintained in the following restricted bond funds: 

(a) Debt Service Reserve Fund - The Debt Service Reserve Fund was established for the purpose 
of assuring that Birch will have money for payment of debt service on the bonds in each year that 
the bonds a re outstanding. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

(b) Escrow Funds - Assets whose use is limited is comprised of assets set aside under the terms 
of escrow agreements, under the control of the New York City Industrial Development Agency 
(UNYCIDA"), Birch and the escrow agent, to be used for capital replacements. 

5. Fixed Assets, Net 

Fixed assets, net, consists of the following: 

June 30, 2014 

Land 
Building and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Vehicles and equipment under capital 

lease obligations 

Total fixed assets 
Less: Accumulated depreciatio n 

Fixed assets, net 

Birch 
$ 1,513 ,261 

11,476,240 
5,622,701 
3,205,570 

740,731 

22,558,503 
(10,267,094) 

$ 12,291,409 

Depreciation expense fo r the year ended June 30, 2014 was $1,498,098. 

6. Due to Governmental Agencies 

Due to governmental agencies at June 30, 2014 consists of the following: 

June 30, 2014 

Fund 
$-

$-

Advanced funds by Office of People With Developmental Disabilities (UOPWDD") 
under various contracts for the construction and rehabilitation of several 
residencies 

Due to the New York City Education Department 
Due to the Administration for Children's Services 
Grant advances and consumer funds from other governmental agencies 

Less: Current portion 
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Combined 
$ 1,513,261 

11,476,240 
5,622,701 
3,205,570 

740,731 

22,558,503 
(10,267,094 ) 

$ 12,291,409 

$1,140,015 
3,010,886 

1,404 
118,414 

4,270,719 
(896,072) 

$3,374,647 
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7. Bonds Payable 

Issuer 
NYCIDA 

NYCIDA 

NYCIDA 

DASNY 

DASNY 

DASNY 

DASNY 

Description 
Series 1997B at 8.375% per 

annum, due February 1, 2022 

Series 1999B-1 at 7.125% per 
annum, due August 1, 2015 

Series 2000A-1 at 8.125% per 
annum, due July 1, 2015 

Series 2012A-1 at 3.0% per 
annum, due June 1, 2019 

Series 2013A-1 at 3.0% per 
annum, due June 1, 2028 

Series 2013A-2 at 7.65% per 
annum, due June 1, 2028 

Mortgage - semiannual payments 
of principal plus interest at 
6.0157% per annum, due 
February 15, 2020 

Subtotal 
Premium on bonds payable 

Birch FamHy Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Date of Issuance Original Amount 
February 6, 1997 $2,195,000 

December 9, 1999 300,000 

August 17, 2000 425,000 

February 29,2012 2,425,000 

March 13, 2013 1,300,000 

March 13, 2013 65,000 

April 29, 1996 754,000 
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Total Payments 
(1997-2014) 

$(2,195) 

(235,000) 

(295,000) 

(615,000) 

(40,000) 

(65,000) 

(437,319) 

Balance at 
June 30, 2014 

$ 

65,000 

130,000 

1,810,000 

1,260,000 

316,681 

3,581,681 
83,687 

$3,665,368 

Collateral 
Leasehold mortgage liens and 

security interests in Washington 
Heights facility 

Leasehold mortgage liens and 
security interests in Brooklyn IRA 
facility 

Leasehold mortgage liens and 
security interests in Brooklyn IRA 
facility 

Leasehold mortgage liens and 
security interests in St. Nicholas 
and Wyckoff ICF facilities 

Leasehold mortgage liens and 
security interests in Irwin IRA 
facilities 

Leasehold mortgage liens and 
security interests in Irwin IRA 
facilities 

Real property, improvements, gifts, 
grants and bequests for Flatlands 
Avenue project 

(THIS PAGE INTENTIONALLY LEFT BLANK)
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Required principal and interest payments are as follows: 

2015 
2016 
2017 
2018 
2019 
Thereafter 

Total 

8. Loans and Mortgages Payable 

Loans and mo rtgages payable consi st of: 

June 30, 2014 
Loan payable to Citibank, due April 18, 2017, payable in monthly installments 

of $8,333 including interest of 5.46%, secured by related property 
Loan payable to FJC, due December 31,2015, payable upon maturity 
Mortgage payable to Citibank, due February 11, 2022, payable in monthly 

installments of $5,082 including interest of 6.11%, secured by related 
property 

Mortgage payable to Citibank, due May 1, 2024, payable in monthly 
installments of $3,533 including interest of 5.06%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2025, payable in monthly 
installments of $3,393 including interest of 5.12%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $1,666 including interest of 5.60%, secured by related 
property 

Mortgage payable to Citibank, due November 10, 2023, payable in monthly 
installments of $26,347 including interest of 3.45%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2025, payable in monthly 
installments of $3,597 including interest of 5.12%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $2,774 including interest of 5.60%, secured by related 
property 

15 

$ 575,000 
620,000 
510,000 
490,000 
500,000 
970,368 

$3,665,368 

$ 283,344 
1,034,000 

467,555 

420,406 

447,874 

19,978 

2,555,537 

474,773 

33,288 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

June 30, 2014 
Mortgage payable to Citibank, due September 22, 2020, payable in monthly 

installments of $5,274 including interest of 3.06%, secured by related 
property 

Mortgage payable to Citibank, due September 22,2017, payable in monthly 
installments of $5,843 including interest of 2.57%, secured by related 
property 

Total loans and mortga ges payable 
Less: Current maturities 

Required principal payments are as follows: 

2015 
2016 
2017 
2018 
2019 
Thereafter 

9. Line of Credit 

Birch 
$1,742,336 

663,178 
655,357 
528,360 
520,083 

2,250,863 

$6,360,177 

Fund 
$ 

$ 

$ 395,544 

227,878 

6,360,177 
1,742,336 

$4,617,841 

Total 
$1,742,336 

663,178 
655,357 
528,360 
520,083 

2,250,863 

$6,360,177 

Birch has a line of credit of $7,000,000 with Citibank. Interest is payable monthly at the greater of 
the prime rate or one-month LlBOR plus 2% per annum, less .125% in each instance. The interest 
rate charged during 2014 was 3.125%. The note is secured by the related receivables which are 
used to determine the borrowing base as defined in the agreement. The balance outstanding at 
June 30, 2014 was $650,000. Subsequent to June 30, 2014, there was an additional drawdown of 
$1,500,000 and repayments totaling $1,150,000 on the line of credit. 

16 
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10. Donated Costs 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Birch's contracts with the City of New York and Agency for Child Development (the "Agency") 

have cost-sharing agreements whereby certain costs are borne by the Agency. City-administered 

support is included in the accompanying combining financial statements as donated costs. Total 

city-administered support at June 30, 2014 has been recorded as follows: 

Health insurance 
Lease/rental - rea l property 
Pension 
Human Resource Administration agency insurance package 

$ 36 
44,775 

292 
15 

$45,118 

Additionally, donated costs from the Department of Health and Human Services and Head Start 

programs in the amount of $500,235 are included. 

11. Leased Facilities 

Pursuant to several lease agreements, Birch and Affiliate is obligated for minimum annual rentals 

payable to nonrelated entities as indicated below. Birch and Affiliate are obligated for certain 

operating costs at these sites and equipment rentals. The future minimum commitments to all 

nonrelated parties are as follows: 

Year ending June 30, 

2015 
2016 
2017 
2018 
2019 
Thereafter 

Total 

Rental expense for the year ended June 30, 2014 was $3,199,856. 
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$ 3,213,448 
2,775,029 
2,445,033 
1,129,590 

965,839 
1,152,678 

$11,681,617 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

12. Pension Plans 

(a) Retirement Plan 

Birch has a 401 (a) profit sharing defined contributi on plan which provides retirement benefits to 
substantially all eligible employees. Employees become eligible to participate after completion of 
one year of service and 1,000 hours of eligible service, as defined in the Plan document, and 
attainment of age 21. Retirement expense for the year ended June 30, 2014 wa s $1,143,533. 

(b) 403(b) Plan 

Birch has a 403(b) tax-deferred annuity plan whereby participants in the plan may elect to defer a 
portion of their salary and direct Birch to contribute that deferral to the plan on their behalf. 
Employees become eligible to participate upon date of hire by directing Birch to make the 
aforementioned salary reduction contributions. For the year ended June 30, 2014, Birch did not 
make any contributions into the 403 (b) plan. 

(c) 457(b) Plan 

Birch has a Section 457(b) deferred compensation plan for one key employee. The fully funded 
liability and the corresponding asset related to the plan amounted to approximately $50,417 and 
is included in accrued compensation and prepaid expenses and other assets in the accompanying 
combining statement of financial position. 

(d) Postretirement Benefit ObUgation 

Birch provides medical and dental benefits for the founder of the Organization. As of June 30, 
2014, the accumulated postretirement benefit obligation amounted to $5,473 and is included in 
accrued compensation in the accompanying combining statement of financial position. 

13. Temporarily Restricted Net Assets 

Birch and Affiliate's temporari ly restricted net assets that are available for the following 
purposes: 

June 30, 2014 
Hillcrest Musi c Fund 
Family Literacy Program 
Hillcrest Parents Fund 
Greenhouse project 
SpeCial Projects General Operating 
Special Needs Training, Socialization and Development 
Other 

18 

$ 3,258 
47,916 
29,675 
20,000 

112,724 
27,863 
15,768 

$257,204 

B
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Birch and Affiliate's net assets were released from donor restrictions by incurring expenses 
satisfying the restri cted purposes as follows: 

June 30, 2014 
Family Literacy Program 
Hillcrest PF A Fund 
SEC TWP iPad 
Other 
New Frontier prog rams 

14. Commitments and Contingencies 

(a) Department of Education 

$ 52,083 
8,530 
9,584 

100 
366,014 

$436,311 

The New York City Department of Education ("DOE") issued a revised reconciliation report 
covering Birch's education program's enrollment and rates for the years 1995/1996 through 
200512006. That reconciliation report reflects a net liability owed to the DOE of $2,117,668 as of 
July 2009. Previously, DOE reconciliations for the same period of time were $1,904,000 less than 
the current amount. Birch is currently contesting the amount and timing of the proposed 
reconciliation. Management has set up a reserve of $163,000 as the liability to the DOE for those 
fiscal years, which is included in due to governmental agencies on the accompanying combining 
statement of fi nancial position. 

(b) Workers' Compensation Trust 

Birch participated in a group self-insured workers' compensation trust for the period from 1996 
through 2003, for the purposes of providing workers' compensation insurance. The trust 
voluntarily closed effective December 31, 2010. During 2011, Birch received notification of an 
assessment from the plan's administrator for $388,383 representing Birch's obligation for the 
administrator's estimate of the expected losses. In 2012, Birch and the workers' compensation 
trust agreed to a temporary payment of $3,500 per month for its portion of the liability until a 
final bill is tallied. In 2014, Birch has yet to receive a settlement with the workers' compensation 
trust. As such, a provision for the amount of the full liability has not been recorded in the 
accompanying combining financial statements for the assessment. 

15. Transactions With Affiliate 

Birch charges the Fund for salaries, fringe benefits, rent and other administrative expenses. Total 
fees charged forthe year ended June 30, 2014 were $271,168. 

The amount due from the Fund at June 30, 2014 was $52,345. 
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16. Capital Leases 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Birch leases various automobiles and copiers under capital leases that expire at various dates 
through 2018, which require monthly payments of principal and interest rates ranging from 2.0% -
6.81%. The following is a schedule of the future minimum lease payments including interest under 
the terms of the leases, together with the present value of the net minimum lease payments as of 
June 30, 2014. 

June 30, 
2015 
2016 
2017 
2018 

Total minimum lease payments 
Less: Amount representing interest 

Present value of net minimum lease payments 
Less: Current portion 

17. Subsequent Events 

$ 80,356 
42,614 
22,697 

5,576 

151,243 
(2,253) 

148,990 
(80,356) 

$ 68,634 

Birch and Affiliate have performed subsequent event procedures through November 21, 2014, 
which is the date the combining financial statements were available to be issued. There were no 
subsequent events requi ring adjustment to the combi ning financial statements. 
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The report accompanying these flnanclilll statements was Issued by 

BOO USA, LLP, a Delaware limited liability partnership and the U.S. member 

of BOO Intematlonal limited, a UK company limited by !luarantee. 

Birch Family Services, Inc. 
and Affiliate 

Combining Financial Statements 
Year Ended June 30, 2013 

Birch Family Services, Inc. 
and Affiliate 

Combining Financial Statements 
Year Ended June 30, 2013 
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Independent Auditor's Report 

Board of Directors 
Birch Family Services, Inc. and Affiliate 
New York, New York 

Tel .• 2128858000 
Fax: +212 697·1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying combining financial statements of Birch Family Services, 
Inc. and Affiliate ("Birch and Affiliate"), which comprise the combining statement of financial 
position as of June 3D, 2013, and the related combining statements of activities, functional 
expenses, and cash flows for the year then ended, and the related notes to the combining 
financial statements. 

Management's Responsibility for the Combining Financial Statements 

Management is responsible for the preparation and fair presentation of these combining 
financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of combining financial statements that 
are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these combining financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the combining financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the combining financial statements. The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement of the 
combining financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the combining financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the combining financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BOO USA, LlP. a DclaViare Umltl'd liab!Hty partnership. is the U S. member of BOO Intcm<ltlonal limited, a UI( compa ... ,. limited by !luarantcc and forms pan of 
the international 800 network of Independent member IIrms. 

BOO Is the brand name lor the BOO network and for cach 01 the BOO Member FIrms 
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IBDO 

Opinion 

In our opinion, the combining financial statements referred to above present fairly, in all 
material respects, the financial position of Birch Family Services, Inc. and Affiliate as of 
June 30, 2013, and the changes in their net assets and their cash flows for the year then ended 
in accordance with accounting principles generally accepted in the United States of America. 

Report on Summorized Comparative Information 

We have previously audited Birch Family Services, Inc. and Affiliate's 2012 combining financial 
statements, and we expressed an unmodified audit opinion on those audited combining financial 
statements in our report dated December 14, 2012. In our opinion, the summarized comparative 
information presented herein as of and for the year ended June 30, 2012 is consistent, in all 
material respects, with the audited combining financial statements from which it has been 
derived. 

November 25, 2013 

4 

June 30, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Financial Position 
(with comparative totals for 2012) 

The Herbert G. Combined TotaL 81rch Family Birch Services 
Services, rnc. Fund, Inc, Eliminations 2013 2012 

Assets 
Current: 

Cash and cash equivalents 
(Note 3) $ 4,155,803 $581,062 $ $ 4,736,865 $ 3,555,425 

Restricted cash (Note 3) 590,794 590,794 220,861 
Accounts receivable, net of 

iIlUowance for doubtful 
accounts of $18,700 for 2012 
(Notes 3, 8 and 9) 4,322,013 4,322,013 3,998,447 

PLedges receivable (Note 3) 9,255 9 ,255 5,000 
Prepaid expenses and other 

assets 314,228 314,228 191,501 
Due from affiliate 

(Notes 2 and 15) 119,991 (119,991) 

Total Current Assets 9,502,829 590,317 (119,991) 9,973,155 7,971,234 
Assets Limited to Use (Note 4) 1,104,698 1,104,698 1,098,001 
Deferred Bond, Loan Financing 

and Other Program Costs 
(Note 3) 290,862 290,862 238,782 

Fixed Assets, Net 
(Notes 3, 5, 7 and 8) 12,269,559 12,269,559 12,551,359 

$23,167,948 $590,317 $(119,991) $23,638,274 $21 ,859,376 

Lfabutttes and Net Assets 
Current: 

Accounts payable and accrued 
expenses $ 2,179,096 $ 5,On $ $ 2.184,168 $ 1,539,142 

Accrued compensation 1,252,602 1,252,602 1,297,320 
Due to affiliate (Notes 2 and 15) 119,991 (119 ,991) 
Due to governmental agencies 

(Notes 3 and 6) 2,259,931 2,259,931 2,740,017 
Bonds payable, current portion 

(Note 7) n5 ,00Q 725,000 500,000 
loans and mortgages payable, 

current portion (Note 8) 797,263 797,263 1,396,018 
Capital Leases, current portion 

(Note 16) 90,774 90,774 98,369 
Line of credit (Note 9) 2,000,000 2,000,000 

Total Current liabilities 9,304,666 125 ,063 (119,991) 9,309,738 7,570,866 
Due to Governmental Agencies, 

Net of Current Portion 
(Notes 3 and 6) 1,849,508 1,849,508 1,849,508 

Bonds Payable, Net of Current 
Portion (Note 7) 5,231,374 5,231,374 4,665,1 86 

Loans and Mortgages Payable, 
Net of Current Portion (Note 8) 3,507,723 3,507,723 4,101,885 

Capital Leases, Net of Current 
Portion (Note 16) 73.475 73,475 70,208 

Total Liabilities 19,966,746 125,063 (119,991) 19,971,818 18,257,653 
Commitments and Contingencies 

(Notes 3,5,7,8,9,11,12 
and 14) 

Net Assets (Note 3): 
Unrestricted 3,201,202 377,824 3,579,026 3,512,087 
TemeorariLy restricted (Note 13) 87,430 87,430 89,636 

$23,167,948 $590,317 $(119,991) $23,638,274 $21,859,376 

See accompanying notes to combining financial statements. 
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Birch Family Services, Inc. and Affiliate 

Combining Statement of Activities 
(with comparative totals for 2012) 

Year ended June 30. 
TemporarUy 

Unrestricted Restricted 
The Herbert The Herbert 

Birch Family G. Birch G. Birch Combined Total 
Servtces, Services Services 

Inc. Fund. Inc. Fund, Inc. Eliminations 2013 2012 
Revenue and Other Support: 

Tuition revenue 532,381,182 5 5 5 532,381,182 531,619,716 
Medicaid revenue for 

community services 17,053,008 17,053,008 15,306,638 
Federal and New York State 

grants 4,742,082 4,742,082 5,210,170 
Training and consultant services 114,629 114,629 112,110 
Contributions 258,448 44,011 57,047 359,506 190,n9 
Donated services 76,415 76,415 56,034 
Donated costs (Note 10, 524,997 524,997 733,921 
Day care private fees 29,341 29,341 150,570 
SpeciaL events 165,505 165,505 203,905 
Less: Direct costs of special 

events (30,233) (30,233) (20,598) 
Interest Income 20,421 3 20,424 23,959 
Other income 34,567 34,567 39,879 
Net assets released from 

restriction (Note 13, 59,253 (59,253) 

Total Revenue and 
Other Support 55,235,090 238,539 (2,206) 55,471,423 53,627,033 

Expenses: 
Program services: 

EducationaL services 34,424,971 49,854 34,474,825 34,053,019 
Community services 15,182,273 15,182,273 13,464,527 

Total Program Services 49,607,244 49,854 49,657,098 47,517,546 
Supporting services: 

Management and general 5,456,234 17,783 5,474,017 5,643,256 
Fundraisins 275,575 275,575 27,098 

Total EXe!;nses 55,063,478 343,212 55,406,690 53,187,900 

Change In Net Assets 171,612 (104,673) (2,206) 64,733 439,133 
Net Assets, B~fnntnl of Year 3,029,590 482,497 89,636 3,601,723 3,162,590 

Net Assets, End of Year S 3,201,202 S 377,824 S 87,430 S S 3,666,456 5 3,601,723 

See accompanying notes to combining financial statements. 
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Year ended June 3D, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Cash Flows 
(with comparative totals for 2012) 

The Herbert 
Birch Family G. Birch Combined Total 

Services, Services 
Inc. Fund, Inc. Eliminations 2013 2012 

Cash Flows From Operating ActlVltles: 
Change in net assets 
Adjustments to reconcile change in net 

$ 171,612 $(106,879) $ $ 64,733 $ 439,133 

assets to net cash provided by 
operating activities: 

Depreciation and amortization 1,450,718 1,450,718 1,383,101 
Amortization of bond and loan 

financing costs 31,180 31,180 23,896 
Amortization of bond premium (9,564) (9,564) 
(Increase) decrease in: 

Accounts receivable (323,566) (323,566) 678,507 
Pledges receivable (4,255) (4,255) 5,000 
Prepaid expenses and other assets (126,435) 3,708 (122,727) 17,400 
Due from affiliate (107,311 ) 107,311 
Deferred bond, loan financing and 

program costs (83,260) 
Increase (decrease) in: 

(83,260) (46,487) 

Accounts payable and accrued 
expenses 639,954 5,072 645,026 (942,242) 

Accrued compensation (44,718) (44,718) (9,602) 
Deferred revenue (3,165) 
Due to affiliate 107,311 (107,311 ) 
Due to sovernmental asencies (480,0861 !480,0861 2,166,050 

Net Cash Provided By 
Oeeratins Activities 1,118,524 4,957 1,123,481 3,711,591 

Cash Flows From Investing ActlVltles: 
Purchase of fixed assets (1,168,918) (1,168,918) (1,715,547) 
Chanse in assets limited to use (6,697) !6,697) (350,813) 

Net Cash Used In 
Investln Activities (1,175,615) (2,066,360) 

Cas F ows From Finane ng Ac t es: 
Proceeds from bonds payable 1,365,000 1,365,000 2,629,771 
Repayment of bonds payable (564,248) (564,248) (219,085) 
Proceeds from loans and mortgages 

payable 
Repayment of loans and mortgages 

817,652 817,652 1,877,413 

payable (2,010,569) (2,010,569) (2,688,377) 
Proceeds from capital lease obligations 106,768 106,768 86,369 
Repayments of capital lease obligations (111,096) (111,096) (120,693) 
Proceeds from line of credit 4,500,000 4,500,000 5,000,000 
Paxments on line of credit (2,500,000) !2,500,0001 (6,051,599) 

Net Cash Provided By 
Financlns Activities 1,603,507 1,603,507 513,799 

Net Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of 

1,546,416 4,957 1,551,373 2,159,030 

Year 3,200,181 576,105 3,776,286 1,617,256 

Cash and Cash E9uivalents, End of Year $ 4,746,597 $581,062 $ $ 5,327,659 $ 3,776,286 

Supplemental Disclosures of Cash Flow 
Information: 

Cash paid for interest 
Noncash transactions related to 

$ 691,613 $ $ $ 691,613 $ 614,299 

caeitalleases 106,768 106,768 86,369 

See accampanying nates to combining financial statements. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

1. Principles of Combination 
The accompanying combining financial statements include Birch Family Services, Inc. ("Birch") 
and the Herbert G. Birch Services Fund, Inc. (the "Fund") (collectively, "Birch and Affiliate") , 
which are related through common board membership and substantially identical management. 

2. Nature of Organizations 
(a) Birch is a not-for-profit organization that operates 8 schools in New York City for preschool 
and school-age students with various learning disabilities and serious developmental disabilities, 
as well as for nondisabled children. Birch also operates 5 Intermediate Care Facilities ("ICFs"), 5 
Individual Residential Alternative Facilities ("IRAs") and 2 day habilitation facilities, and provides 
other services for developmentally disabled individuals varying in age from birth through 
adulthood. 

(b) The Fund operates in support of Birch, which is funded primarily by general public 
contributions, special events and training and consultation. 

3. Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The combining financial statements of Birch and Affiliate have been prepared on the accrual basis. 
In the combining statement of financial position, assets and liabilities are presented, on a 
classified basis, in order of liquidity or conversion to cash and their maturity resulting in the use 
of cash, respectively. 

(b) Financial Statement Presentation 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those classes of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-imposed stipulations that 
neither expire by passage of time nor can be fulfilled or otherwise removed by actions 
of Birch and Affiliate. 

(ii) Temporarily Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-imposed stipulations that 
either expire by passage of time or can be fulfilled and removed by actions of Birch and 
Affiliate pursuant to those stipulations. When such stipulations end or are fulfilled, such 
temporarily restricted net assets are reclassified to unrestricted net assets and reported 
in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily 
restricted by donor-imposed stipulations. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

(c) Cash and Cash Equivalents 

Birch and Affiliate consider all highly liquid instruments with a maturity of three months or less 
when purchased to be cash equivalents. 

(d) Restricted Cash 

Birch has restricted cash at one financial institution for its programs in the amount of $590,794 at 
June 30, 2013. 

(e) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
useful lives of the assets. Leasehold improvements and equipment under capital leases are 
amortized over the shorter of the lease term or the estimated useful lives of the related assets. 

Building and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Vehicles 

(f) Deferred Band, Loan Financing and Other Program Costs 

Estimated 
Useful Lives 

25 years 
5 - 25 years 
3 - 20 years 

3 years 

Deferred bond and loan financing costs are stated at cost and amortized on the straight-line basis 
over the term of the bonds/loans. 

Deferred program costs are stated at cost. They are costs related to new programs incurred by 
Birch and will be amortized once the program commences operations in accordance with 
applicable New York State guidelines. 

(g) Contributions and Promises to Give 

Contributions, including unconditional promises to give that are expected to be collected within 
one year, are recognized as revenues in the period earned and are either classified as 
permanently restricted, temporarily restricted or unrestricted. Conditional contributions, 
including conditional promises to give, are not recognized until they become unconditional, that 
is, when the conditions on which they depend are substantially met. 

(h) Third-party Reimbursement and Revenue Recagnition 

Birch and Affiliate receive substantially all its revenue for services provided to approved clients 
from third-party reimbursement agencies. These revenues are based on predetermined rates 
based on cost reimbursement principles and are subject to audit and retroactive adjustment by 
the respective third-party fiscal intermediary. In the opinion of management, retroactive 
adjustments, if any, would not be material to the financial position or results of operations of 
Birch and Affiliate. 

Revenue is recognized as earned from third parties and when received or pledged for 
contributions and fund raising activities. 

(i) Income Taxes 

Birch and Affiliate were incorporated in the State of New York and are exempt from Federal, state 
and local income taxes under Section 501 (c)(3) of the IRC. Birch and Affiliate have been 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

determined by the Internal Revenue Service ("IRS") not to be "private foundations" within the 
meaning of Section 509(a) of the Internal Revenue Code ("IRC"). As of June 30, 2013, there was no 
unrelated business income. 

(j) Functionol Allocotion of Expenses 

The costs of providing the various programs and other activities have been detailed by expense 
category on a functional basis in the statement of functional expenses. Direct program and 
administrative expenses are charged to the cost centers in which they are incurred. Shared costs 
have been allocated among the various cost centers based upon various allocation methods. 

(k) Uncertointy in Income Taxes 

Birch and Affiliate adopted the provisions of Accounting Standards Codification ("ASC") 740, 
"Income Taxes". Under ASC 740, an organization must recognize the tax benefit associated with 
tax positions taken for tax return purposes when it is more likely than not that the position will 
not be sustained. Then implementation of ASC 740 had no impact on Birch and Affiliate's 
combining financial statements. Birch and Affiliate do not believe there are any material 
uncertain tax positions and, accordingly, they will not recognize any liability for unrecognized tax 
benefits. Birch and Affiliate have filed for and received income tax exemptions in the jurisdictions 
where it is required to do so. Additionally, Birch and Affiliate have filed IRS Form 990 tax returns, 
as required, and all other applicable returns in jurisdictions when it is required. For the year 
ended June 30, 2013, there was no interest or penalties recorded or included in the combining 
statement of activities. Birch and Affiliate are subject to routine audits by a taxing authority. As 
of June 30, 2013, Birch and Affiliate were not subject to any examination by the taxing authority. 
Management believes that Birch and Affiliate are no longer subject to income tax examinations for 
years prior to 2010. 

(I) Use of Estimates 

In preparing financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

(m) Provision for Doubtful Accounts 

Birch and Affiliate provide an allowance for doubtful accounts for accounts receivable which are 
specifically identified by management as to their uncertainty in regards to collectibility. While 
management uses the best information available to make its evaluation, future adjustments to the 
allowance may be necessary if there are significant changes in economic conditions. 

(n) Allocation Methodology 

Common costs incurred for the administration of the various programs are allocated directly to 
respective programs as incurred and/or utilizing predetermined allocation rates established by 
management. 

(0) Concentration of Credit Risk 

Financial instruments which potentially subject Birch and Affiliate to concentration of credit risk 
consist primarily of cash and cash equivalents. At various times Birch and Affiliate have cash 
deposits at financial institutions, which exceed the Federal Depository Insurance Corporation 
insurance limits. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

4. Assets Limited to Use 

Assets limited to use consisting of cash and cash equivalents at June 30, 2013 amount to 
$1,104,698 and are maintained in the following restricted bond funds: 

(a) Debt Service Reserve Fund - The Debt Service Reserve Fund was established for the purpose 
of assuring that Birch will have money for payment of debt service on the bonds in each year that 
the bonds are outstanding. 

Escrow Funds - Assets whose use is limited is comprised of assets set aside under the terms of 
escrow agreements, under the control of the New York City Industrial Development Agency 
("NYCIDA n

), Birch and the escrow agent, to be used for capital replacements. 

5. Fixed Assets, Net 

Fixed assets, net, consists of the following: 

June 30, 2013 

Land 
Building and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Vehicles and equipment under capital 

lease obligations 

Total fixed assets 
Less: Accumulated depreciation 

Fixed assets, net 

6. Due to Governmental Agencies 

Birch 
$ 1,513,261 

10,356,092 
5,539,047 
3,015,818 

659,826 

21,084,044 
(8,814,485) 

$12,269,559 

Due to governmental agencies at June 30, 2013 consists of the following: 

June 30, 2013 

Fund 
$-

$-

Advanced funds by Office of People With Developmental Disabilities ("OPWDD") 
under various contracts for the construction and rehabilitation of several 
residencies 

Due to the New York City Education Department 
Due to the Administration for Children's Services 
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Combined 
$ 1,513,261 

10,356,092 
5,539,047 
3,015,818 

659,826 

21,084,044 
(8,814,485) 

$12,269,559 

$2,258,527 
1,849,508 

1,404 

$4,109,439 

(THIS PAGE INTENTIONALLY LEFT BLANK)
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7. Bonds Payable 

NYCIDA Series 1999B·1 at 7.125% per 
annum, due August 1, 2015 

NYCIDA Series 200DA-' at 8.125% per 
annum. due July 1. 2015 

OASNY Series Z012A· ' at 7.5% per 
annum, due June " 2019 

DASNY Series 20llA·' at 7.65% per 
annum, due June 1, 2028 

DASNY Series 2013A-2 at 7.65% per 
annum, due June 1, 2028 

OASNY Mortgage · semiannual payments 
of principal plus interest at 
6.0157% per annum, due 
Februa!115, 2020 

Subtotal 
Premium on bonds payable 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Total Payments Balance at 
(1997·20131 June 30, 2013 Collateral 
5(450,000) $1 .745.000 Leasehold mortgage liens and 

security Interests In Washington 
Heights Tacuny 

December 9. 1999 300.000 1205.0001 95,000 leasehold mortgage liens and 
security interests In Brooklyn IRA 
factlity 

August 17, 2000 425.000 1260,0001 165.000 leasehold mortgage liens and 
security interests In Brooklyn IRA 
faciUty 

February 29. 2012 2,425,000 1260,0001 2.165 ,000 Leasehold mortgage liens and 
security interests In St. Nicholas 
and Wyckoff ICF faciUties 

March 13, 2013 1.300,000 ',300,000 leasehold mortgage liens and 
security interests in Irwin IRA 
facilities 

March 13, 201) 65,000 15 ,0001 60,000 leasehold mortgage liens and 
security Interests in Irwin IRA 
facilities 

April 29, 1996 754,500 14]J,ml ]21,167 Real property, improvements. Slrts , 
grants and bequests for Flatlands 
Avenue project 

5,851,167 
105,207 

55,956,374 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Required principal and interest payments are as follows: 

2014 
2015 
2016 
2017 
2018 
Thereafter 

Total 

8. Loans and Mortgages Payable 

Loans and mortgages payable consist of: 

June 30, 2013 
Loan payable to Citibank, due April 18, 2017, payable in monthly installments 

of $8,333 including interest of 5.46%, secured by related property 
Loan payable to Nonprofit Finance Fund, due February 1, 2021, payable in 

monthly installments including interest of 6.50%, secured by certain 
receivables from the New York State Education Department which includes 
reimbursement for the cost of certain renovations and improvements 

Mortgage payable to Citibank, due April 14, 2014, payable in monthly 
installments including interest of 6.75%, secured by related property 

Mortgage payable to Citibank, due February 11, 2022, payable in monthly 
installments of $5,082 including interest of 6.10%, secured by related 
property 

Mortgage payable to Citibank, due May 1, 2024, payable in monthly 
installments of $3,533 including interest of 5.06%, secured by related 
property 

Mortgage payable to Citibank, due May 1, 2014, payable in monthly 
installments of $9,490 including interest of 6.00%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2025, payable in monthly 
installments of $3,393 including interest of 5.12%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $1,666 including interest of 5.60%, secured by related 
property 
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$ 734,564 
734,564 
759,564 
694,564 
689,564 

2,343,554 

$5,956,374 

$ 383,333 

818,981 

137,043 

528,541 

462,800 

104,388 

488,591 

39,976 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

June 30, 2013 
Mortgage payable to Citibank, due June 10, 2025, payable in monthly 

installments of $3,597 including interest of 5.12%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $2,774 including interest of 5.60%, secured by related 
property 

Mortgage payable to Citibank, due September 22, 2020, payable in monthly 
installments of $5,274 including interest of 3.06%, secured by related 
property 

Mortgage payable to Citibank, due September 22, 2017, payable in monthly 
installments of $5,843 including interest of 2.57%, secured by related 
property 

Total loans and mortgages payable 
Less: Current maturities 

Required principal payments are as follows: 

Birch Fund 
2014 
2015 
2016 
2017 
2018 
Thereafter 

9. Line of Credit 

$ 797,263 
555,833 
502,558 
485,892 
349,972 

1,613,468 

$4,304,986 

$-

$-

$ 517,934 

66,574 

458,831 

297,994 

4,304,986 
797,263 

$3,507,723 

Total 
$ 797,263 

555,833 
502,558 
485,892 
349,972 

1,613,468 

$4,304,986 

Birch has a line of credit of $7,000,000 with Citibank. Interest is payable monthly at the greater of 
the prime rate or one-month UBOR plus 2% per annum, less .125% in each instance. The interest 
rate charged during 2013 was 3.125%. The note is secured by the related receivables which are 
used to determine the borrowing base as defined in the agreement. The balance outstanding at 
June 30, 2013 was $2,000,000. Subsequent to June 30, 2013, there were no additional drawdowns 
or repayments on the line of credit. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

10. Donated Costs 

Birch's contracts with the City of New York and Agency for Child Development (the "Agency") 
have cost-sharing agreements whereby certain costs are borne by the Agency. City-administered 
support is included in the accompanying combining financial statements as donated costs. Total 
city-administered support at June 30, 2013 has been recorded as follows: 

Health insurance 
Lease/rental - real property 
Pension 
Gas and heating fuel 
Water 
HRA agency insurance package 
Real property taxes 

$ 73,290 
66,249 
22,982 
8,521 
1,624 
1,668 

18,537 

$192,871 

Additionally, donated costs from the Department of Health and Human Services in the amount of 
$332,126 are included. 

11. Leased Facilities 

Pursuant to several lease agreements, Birch and Affiliate is obligated for minimum annual rentals 
payable to nonrelated entities as indicated below. Birch and Affiliate are obligated for certain 
operating costs at these sites and equipment rentals. The future minimum commitments to all 
non related parties are as follows: 

Year ending June 3D, 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Total 

Rental expense for the year ended June 30, 2013 was $3,158,155. 
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$ 2,947,485 
2,934,799 
2,702,572 
2,316,285 
1,049,256 
2,035,774 

$13,986,171 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

12. Pension Plans 

(a) Retirement Plan 

Birch's employees are covered under an employer·discretionary, noncontributory, defi ned 
contribution profit·sharing plan. To be eligible to participate, an employee must complete one 
year of service with Birch, have worked 1,000 hours during the plan year, have attained age 21 
and be employed on the last day of the plan year, June 30. The entry dates are June 30 and 
December 31. The minimum required contribution is zero. The average contribution percentage 
used for 2013 was 3.5%, based on employee job classification and length of service. Vesting begins 
in the first year of participation and increases based upon years of continuous service until a 
participant is fully vested after the sixth year. 

Retirement expense for the year ended June 30, 2013 was $1,051,543. 

(b) 403(b) Plan 

Birch has a 403(b) tax·deferred annuity plan whereby participants in the plan may elect to defer a 
portion of their salary and direct Birch to contribute that deferral to the plan on their behalf. 
Employees become eligible to participate upon date of hire by directing Birch to make the 
aforementioned salary reduction contributions. 

(c) 457(b) Plan 

Birch has a Section 457(b) deferred compensation plan for one key employee. The fully funded 
liability related to the plan amounted to approximately $50,417 and Is included in accrued 
compensation in the accompanying combining statement of financial position. 

(d) Pastretirement Benefit Obligation 

Birch provides medical and dental benefits for the founder of the organization. As of June 30, 
2013, the accumulated postretirement benefit obligation amounted to $6,000 and is included in 
accrued compensation in the accompanying combining statement of financial position. 

13. Temporarily Restricted Net Assets 

The Fund has temporarily restricted net assets that are available for the following purposes: 

June 30, 2013 
Hillcrest Music Fund 
Family Literacy Program 
Hillcrest Parents Fund 
Other 
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$ 3,258 
40,000 
30,712 
13,460 

$87,430 
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The Fund's net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows: 

June 30, 2013 
Domestic Violence Projects 
Hillcrest Music Fund 
Hillcrest Art and Book Funds 
Other 

14. Commitments and Contingencies 

(a) Department of Educotion 

$ 4,635 
38,217 
4,763 

11,638 

$59,253 

The New York City Department of Education ("DOE") issued a revised reconciliation report 
covering Birch's education program's enrollment and rates for the years 1995/1996 through 
2005/2006. That reconciliation report reflects a net liability owed to the DOE of $2,117,668 as of 
July 2009. Previously, DOE reconciliations for the same period of time were $1,904,000 less than 
the current amount. Birch is currently contesting the amount and timing of the proposed 
reconciliation. Management has set up a reserve of $163,000 as the liability to the DOE for those 
fiscal years. 

(b) Workers' Compensation Trust 

Birch participated in a group self-insured workers' compensation trust for the period from 1996 
through 2003, for the purposes of providing workers' compensation insurance. The trust 
voluntarily closed effective December 31, 2010. During 2011, Birch received notification of an 
assessment from the plan's administrator for $388,383 representing Birch's obligation for the 
administrator's estimate of the expected losses. In 2012, Birch and the workers' compensation 
trust agreed to a temporary payment of $3,500 per month for its portion of the liability until a 
final bill is tallied. In 2013, Birch has yet to receive a settlement with the workers' compensation 
trust. As such, a provision for the amount of the full liability has not been recorded in the 
accompanying combining financial statements for the assessment. 

15. Transactions With Affiliate 

Birch charges the Fund for salaries, fringe benefits, rent and other administrative expenses. Total 
fees charged for the year ended June 30, 2013 were $229,651. 

The amount due from the Fund at June 30, 2013 was $119,991. 
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16. Capital Leases 

Birch leases various automobiles and copiers under capital leases that expire at various dates 
through 2018, which require monthly payments of principal and interest rates ranging from 2.0% -
6.81%. The following is a schedule of the future minimum lease payments including interest under 
the terms of the leases, together with the present value of the net minimum lease payments as of 
June 30, 2013. 

June 30, 
2014 
2015 
2016 
2017 
2018 

Total minimum lease payments 
Less: Amount representing interest 

Present value of net minimum lease payments 
Less: Current portion 

17. Subsequent Events 

S 90,774 
53,420 
14,560 
8,364 
4,045 

171,163 
6,914 

164,249 
(90,774) 

S 73,475 

Birch and Affiliate have performed subsequent event procedures through November 25, 2013, 
which is the date the combining financial statements were available to be issued. There were no 
subsequent events requiring adjustment to the combining financial statements. 
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IBDO 

Independent Auditors' Report 

Board of Directors 
Birch Family Services, Inc. and Affiliate 
New York, New York 

Tel: .212 BBS BooO 
Fax· +212697 1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying combining statement of financial position of Birch Family 
Services, Inc. and Affiliate ("Birch and Affiliate") as of June 30, 2012, and the related 
combining statements of activities, functional expenses, and cash flows for the year then 
ended. These financial statements are the responsibility of Birch and Affiliate's management. 
Our responsibility is to express an opinion on these financial statements based on our audit. 
Information for the year ended June 30, 2011 is presented for comparative purposes only and 
was extracted from the combined financial statements of Birch Family Services, Inc. and 
Affiliate for that year, and which we expressed on unqualified opinion, dated December 13, 
2011 . 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of Birch and Affiliate's internal control 
over financial reporting. Accordingly, we express no such opinion. An audit also includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe 
that our audit provides a reasonable basis for our opinion. 

In our opinion, the combining financial statements referred to above present fairly , In all 
material respects, the financial position of Birch and Affiliate as of June 30, 2012, and the 
changes in their net assets and their cash flows for the year then ended, in conformity with 
accounting principles generally accepted in the United States of America. 

~bO lJS~ LLf , 
December 14, 2012 

BOO USA llP, a Delaware limited UabUfty pannet!.hlp, Is the U S member 01 BOO [ntc!mtlon"t limited, • UI( company limIted by !JuafllntcC', and forms part of 
the International 800 network of Independent member Ilrms. 

BOO Is the brand name for the BOO network and for each of the BDO ,Y(!mbcr Firms. 
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June30, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Financial Position 
(with comparative totals for 2011) 

The Herbert G. 
Combined Total Birch Family Birch Services 

Services, Inc. Fund, Inc. Eliminations 2012 2011 
Assets 
Current: 

Cash and cash equivalents 
(Note 3) 5 2,979,320 5576,105 5 53,555,425 5 1,543,775 

Restrtcted cash 220,861 220,861 73,481 
Accounts receivable, net of 

allowance for doubtful 
accounts of 518,700) 
(Notes 3 and 9) 3,998,447 3,998,447 4,676,954 

Pledges receivable (Note 3) 5,000 5,000 10,000 
Prepaid expenses and other 

assets 187,793 3,708 191,501 208,901 
Due from affiliate 

(Notes 2 and 15) 12,680 (12,680) 

Total Current Assets 7,399,101 584,813 (12,680) 7,971,234 6,513,111 
Assets Limited to Use (Note 4) 1,098,001 1,098,001 747,188 
Deferred Bond, Loan Financing 

and Other Program Costs 
(Note 3) 238,782 238,782 216,191 

Fixed Assets, Net (Notes 3 and 5) 12,551,359 12,551,359 12,218,913 

521,287,243 5584,813 5(12,680) 521,859,376 519,695,403 

Liabilities and Net Assets 
Current: 

Accounts payable and accrued 
expenses 5 1,539,142 $ $ $ 1,539,142 $ 2 ,481 ,384 

Accrued compensation 1,297,320 1,297,320 1,306,922 
Deferred revenue 3,165 
Due to affiliate (Notes 2 and 15) 12,680 (12,680) 
Due to governmental agencies 

(Notes 3 and 6) 4,589,525 4,589,525 2 ,423 ,475 
Bonds payable, current portion 

(Note 7) 500,000 500,000 200,000 
Loans and mortgages payable, 

current portion (Note 8) 1,396,018 1,396,018 784,993 
Capital leases, current portion 

(Note 16) 98,369 98,369 110,223 
Line of credit (Note 9) 1,051,599 

Total Current Liabilities 9,420,374 12,680 (12,6801 9,420,374 8,361 ,761 
Bonds Payable, Net of Current 

Portion (Note 7) 4,665,186 4,665,186 2,554,500 
Loans and Mortgages Payable, 

Net of Current Portion (Note 8) 4,101,885 4,101,885 5,523,874 
Capital Leases, Net of Current 

Portion (Note 16) 70,208 70,208 92,678 

Total Liabilities 18,257,653 12,680 (12,6801 18,257,653 16,532,813 
CommltmenU and Contingencies 

(Notes 3, 5, 7, 8, 9,11, 12and 
14) 

Net Assets (Note 3): 
Unrestricted 3,029,590 482,497 3,512,087 3,013,028 
Temeorarlly restricted (Note 13) 89,636 89,636 149,562 

$21,287,243 $584,813 $(12,680) $21,859,376 $19,695,403 

See accompanying notes to cambining financial statements, 
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Birch Family Services, Inc. and Affiliate 

Combining Statement of Activities 
(with comparative totals for 2011) 

Year ended June 30, 
Temporarily 

Unrestricted Restricted 
The Herben The Herbert 

Birch Family G. Birch 6. Birch Combined Total 
Services, Services Services 

Inc. Fund, Inc. Fund, Inc. EUminatlons 2012 2011 
Revenue and Other Support: 

Tuition revenue $31,619,716 $ $ $ $31,619,716 $29,570,711 
Medicaid revenue for 

community services 15,306,638 15,306,638 14,418,196 
Federal and New York State 

grants 5,210,170 5,210,170 5,894,759 
Grants from the Herbert Birch 

Services Fund (Note 15) 58,968 (58 ,968) 
Autism training fees 112,110 112,110 141,334 
Contributions 168,957 15,9n 5,800 190,729 169,586 
Donated services 56,034 56,034 141,350 
Donated costs (Note 10) 733,921 733,921 735,379 
Day care private fees 150,570 150,570 n,401 
Special events 203,905 203,905 131,135 
Less: Direct costs of speciat 

events (20,598) (20,598) (44,973) 
tnterest Income 23,956 3 23,959 23,995 
Other Income 39,879 39,879 7,490 
Net assets released from 

restriction (Note 13) 65,n6 (65,n6) 

Total Revenue and 
Other Sueeort 53,480,919 265,008 (59,926) (58,968) 53,627,033 51,261,363 

Expenses: 
Program services: 

Educational services 34,046,395 6,624 34,053,019 33,579,617 
Community services 13,464,527 13,464,527 12,304,849 
Grants to Birch Family Services 58,968 (58,968) 

Total Program Services 47,510,922 65,592 (58,968) 47,517,546 45,884,466 
Supporting services: 

Management and general 5,633,240 10,016 5,643,256 5,129,054 
Fundraising 27,098 27,098 50,785 

TDtal Exeenses 53,144,162 102,706 (58,968) 53,187,900 51,064,305 

Change In Net Assets 336,757 162,302 (59,926) 439,133 197,058 
Net Assets, Beglnntn~ of Year 2,692,833 320,195 149,562 3,162,590 2,965,532 

Net Assets, End of Year $ 3,029,590 $482,497 $ 89,636 $ $ 3,601,723 $ 3,162,590 

See accampanying nates ta cambining financial statements. 
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Birch Family Services, Inc. and Affiliate 

Camblnln, St.tement of Functional Expenses 
(with comp.lrattve lat.ls (or 2011) 

P"",am SeMel'S 
The Herbm G. 

Birch ~1Vkes 
ConCIned ToLlI .......... " ... Eduatlonll ....... """"""y 

"'"'.~ 
ToUi Procrlm ....... Gmo,' Tolil fund. Int • Blmll111tklns 2012. 2011 

s. .. -r1I'S 'nd IlriltN~; 
s.I.rles 522,20&,190 57.5n.501 Sl9.nll.6'I1 Sl.313.345 532.170.0311 5 5 U2.170.0]6 
P&'1fOlI tun &lid rn'4lloyee benefits 4.11311.609 U27.457 1I.2M.OM. 517.909 6.nl.975 _____ ',781,975 

TDLlI s.t&rin .nd lIeI&ted [,p_ 26,144,799 9,205,951 
OtNr ExpenlH: 

COntracted pmoIIIIl ~ 1.024,1% 619,110 

"""""," AUUI e_prrar 2.616 119.429 
Donated costs from At5 731,921 
facility and ~u1prnrnt eDIts 2,826,263 1,409.601 
Gr.nu to lUrch family 5ervKI'S. Inc:. 
Food 609,226 131,n.. 
Imur.nc:r ... 
1nmrste.~ 
Equ1prnrnt tent'" 16.115 .... 831 
Olfke 'l4lplles, pnnU"".nd pillUte 
Other PfOIr.lm eoper6l'S 
'rof1'S11on11 feft 11.923 24.791 
PrtIiI"lm oprr.tkln&l roper61'S 911.237 427.941 
Re-palo and lNIintI!lIIInce 369.015 300.055 
Indlrea 'i"l" eoper!SIH 
SLl1f development 57,566 5.171 
T ....... ..,,' 42,241 
8.Id debt e_pense 
Tr.nsportatlon I Sill 225,0'11 """', ...... "" 3,231 

Total Expensn Before Dl'pm::l&tlan.nd 

]6,050,757 2,901,2~ 

1.643,506 429,567 
94,540 

122.045 5.295 
731.921 

4,215,111 644,261 

941.020 5.111 ... 65,012 
102,614 

111,621 41,614 
156,953 
129 •• n 

42.n l 545."" 
1409,171 34,616 

l1li9 ,111) 1Ql,219 

63,437 35,045 
102.an 13,786 

226.909 
3.3l! n ,"" 

38,952,011 

2.071,013 

","" 127,3«1 
733,921 

4,lao,139 

953,111 
",on 

102,614 
171,291 
156.953 
129,ln ,..,,,. 

1 .... 3.794 
m,'" 
",482 

186,651 

Z26,909 
.un 

2.575 
51.961 

1,410 

20,101 

11.452 

151,%81 

3I,95Z.011 

2,an.on 
M,5<O 

12.1,"'0 
1]],921 

",IIZ,71" 

95S,1l1 
65,900 

102,"" 
In,197 
''',953 
121,112 

'U,'" 1,443,7'" 
172.«1' 

20.301 
",412 

116,65' 

UI.90' 
...... 25 

AmDrm.tlan 33.6"215 12.766,914 .11,314,209 5,456.799 51 ,141.001 102.106 ~sa,%8, 51."".7'" 
Dl'ptKlltion.ndAlnotttutlan "Z9.160 691.551 1.126.11J 116,"" 1.]OJ,I'" 1,101,15" 

Total Expenll'S U",OU.l9S $13." .... 527 $"',510.922 55,631,2«1 SSl,I44,I62 $101.106 $(5','"' SS3.1I1.9OO 

530.818.950 
6.145.500 

37,134.450 

1,419,305 
162.319 
30.119 

135,319 
4,679.016 

9211.705 
1"1,851 
131.691 
1«1,701 
lOI,"" 
182,091 
621,&55 

1,181.2ao 
666,736 

10,6-49 
142,593 
153,057 
152,330 
Z86.494 
102,117 

49,822.505 
'.241.100 

$51.064.305 

SIte «COflllGllYlnJ' nottl to comblmnJ' /llIOnclof Itottmenu, 

• 
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Year ended June 3D, 

Birch Family Services, Inc. and Affiliate 

Combining Statement of Cash Flows 
(with comparative totals for 2011) 

The Herbert 
Birch Family G. Birch Combined Total 

Services, Services 
Inc. Fund, Inc. Eliminations 2012 2011 

Cash Flows from Operating Activities: 
$ $ Change in net assets $ 336,757 $ 102,376 S 439,133 197,058 

Adjustments to reconcile change in net 
assets to net cash provided by 
(used in) operating activities: 

Depreciation and amortization 1,383,101 1,383,101 1,218,585 
Amortization of bond and loan 

financing costs 23,896 23,896 23,215 
Bad debt expense 161,955 
(Increase) decrease in: 

Accounts receivable 631,177 47,330 678,507 263,593 
Pledges receivable 5,000 5,000 22,941 
Prepaid expenses and other assets 21,108 (3,708) 17,400 (35,524) 
Due from affiliate 149,982 (149,982) 
Deferred bond, loan financing and 

program costs (46,487) (46,487) 577,681 
Increase (decrease) In: 

Accounts payable and accrued 
expenses (934,292) (7,950) (942,242) (1,565,569) 

Accfued compensation (9,602) (9,602) 10,773 
Deferred revenue (3,165) (3,165) 3,165 
Due to affiliate (149,982) 149,982 
Due to aovernmental aaencies 2,166,050 2,166,050 1,947,715 

Net Cash Provided By 
(Used In) Operating 
Activities 3,nl,690 (10,099) 3,711,591 2,825,588 

Cash Flows From Investing Activities: 
Purchase of fixed assets (1,715,547) (1,715,547) (4,617,970) 
Chanse in assets limited to use !l50,8131 !l50,813! (18,746) 

as ows rom oane ng Act y t es: 
Proceeds from bonds payable 2,629,771 2,629,771 
Repayment of bonds payable (219,085) (219,085) (195,000) 
Proceeds from loans and mortgages 

payable 
Repayment of loans and mortgages 

1,877,413 1,877,413 1,462,270 

payable (2,688,377) (2,688,377) (734,009) 
Proceeds from capital lease obligations 86,369 86,369 162,440 
Repayments of capital lease obligations (120,693) (120,693) (154,210) 
Proceeds from line of credit 5,000,000 5,000,000 3,500,000 
Paxments on line of credit (6,051,599) 16,051,5991 (3,500,000) 

Net Cash Provided By 
Flnanclns Activities 513,799 513,799 541,491 

Net Increase (Decrease) In Cash and Cash 
Equivalents 2,169,129 (10,099) 2,159,030 (1,269,637) 

Cash and Cash Equivalents, Beginning of 
Year 1,031,052 586,204 1,617,256 2,886,893 

Cash and Cash E9ulvalents, End of Year $ 3,200,181 $ 576,105 $ $ 3,776,286 S 1,617,256 

Supplemental Disclosures of Cash Flow 
Information: 

Cash paid for interest $ 614,299 $ $ $ 614,299 S 628,836 
Noncash transactions related to 

caeital leases 86,369 86,369 162,440 

See accompanying notes to combining financial statements. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

1. Principles of Combination 

The accompanying combining financial statements include Birch Family Services, Inc. ("Birch") 
and the Herbert G. Birch Services Fund, Inc. (the "Fund") (collectively, "Birch and Affiliate"), 
which are related through common board membership and substantially identical management. 

2. Nature of Organizations 

(a) Birch is a not-far-profit organization that operates schools in New York City for preschool 
and school-age students with various learning disabilities and serious developmental disabilities, 
as well as for nondisabled children. Birch also operates seven Intermediate Care Facilities 
("ICFs"), six Individual Residential Alternative Facilities ("IRAs") and two day habilitation 
facilities, and provides other services for developmentally disabled individuals varying in age from 
birth through adulthood. 

(b) The Fund operates in support of Birch, which is funded primarily by general public 
contributions, special events and autism program fees. 

3. Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The combining financial statements of Birch and Affiliate have been prepared on the accrual basis. 
In the combining statement of financial position, assets and liabilities are presented, on a 
classified basis, in order of liquidity or conversion to cash and their maturity resulting in the use 
of cash, respectively. 

(b) Financial Statement Presentatian 

The classification of a not-far-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those classes of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-imposed stipulations that 
neither expire by passage of time nor can be fulfilled or otherwise removed by actions 
of Birch and Affiliate. 

(ii) Temporarily Restricted · Net assets resulting from contributions and other inflows of 
assets whose use by Birch and Affiliate is limited by donor-imposed stipulations that 
either expire by passage of time or can be fulfilled and removed by actions of Birch and 
Affiliate pursuant to those stipulations. When such stipulations end or are fulfilled, such 
temporarily restricted net assets are reclassified to unrestricted net assets and reported 
in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily 
restricted by donor-imposed stipulations. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

(c) Cash and Cash Equivalents 

Birch and Affiliate consider all highly liquid instruments with a maturity of three months or less 
when purchased to be cash equivalents. 

(d) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
useful lives of the assets. Leasehold improvements and equipment under capital leases are 
amortized over the shorter of the lease term or the estimated useful lives of the related assets. 

Building and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Vehicles 

(e) Deferred Bond, Loan Financing and Other Program Costs 

Estimated 
Useful Lives 

25 years 
5 - 25 years 
3 - 20 years 

3 years 

Deferred bond and loan financing costs are stated at cost and amortized on the straight-line basis 
over the term of the bonds/loans. 

Deferred program costs are stated at cost. They are costs related to new programs incurred by 
Birch and will be amortized once the program commences operations in accordance with 
applicable New York State guidelines. 

(f) Contributions and Promises to Give 

Contributions, including unconditional promises to give that are expected to be collected within 
one year, are recognized as revenues in the period earned and are either classified as 
permanently restricted, temporarily restricted or unrestricted. Conditional contributions, 
including conditional promises to give, are not recognized until they become unconditional, that 
is, when the conditions on which they depend are substantially met. 

(g) Third-party Reimbursement and Revenue Recognition 

Birch and Affiliate receive substantially all its revenue for services provided to approved clients 
from third-party reimbursement agencies. These revenues are based on predetermined rates 
based on cost reimbursement principles and are subject to audit and retroactive adjustment by 
the respective third-party fiscal intermediary. In the opinion of management, retroactive 
adjustments, if any, would not be material to the financial position or results of operations of 
Birch and Affiliate. 

Revenue is recognized as earned from third parties and when received or pledged for 
contributions and fund raising activities. 

(h) Income Taxes 

Birch and Affiliate were incorporated in the State of New York and are exempt from Federal, state 
and local income taxes under Section 501(c)(3) of the IRe. Birch and Affiliate have been 
determined by the Internal Revenue Service ("IRS") not to be "private foundations" within the 
meaning of Section 509(a) of the Internal Revenue Code ("IRC"). As of June 30, 2012, there was no 
unrelated business income. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

0) Functional Allocation of Expenses 

The costs of providing the various programs and other activities have been detailed by expense 
category on a functional basis in the statement of functional expenses. Direct program and 
administrative expenses are charged to the cost centers in which they are incurred. Shared costs 
have been allocated among the various cost centers based upon various allocation methods. 

(j) Uncertainty in Income Taxes 

Birch and Affiliate adopted the provisions of Accounting Standards Codification ("ASC") 740, 
"Income Taxes". Under ASC 740, an organization must recognize the tax benefit associated with 
tax positions taken for tax return purposes when it is more likely than not that the position will 
not be sustained. Then implementation of ASC 740 had no impact on Birch and Affiliate's financial 
statements. Birch and Affiliate do not believe there are any material uncertain tax positions and, 
accordingly, they will not recognize any liability for unrecognized tax benefits. Birch and Affiliate 
have filed for and received income tax exemptions in the jurisdictions where it is required to do 
so. Additionally, Birch and Affiliate have filed IRS Form 990 tax returns, as required, and all other 
applicable returns in jurisdictions when it is required. For the year ended June 30, 2012, there 
was no interest or penalties recorded or included in the combining statement of activities. Birch 
and Affiliate are subject to routine audits by a taxing authority. As of June 30, 2012, Birch and 
Affiliate were not subject to any examination by the taxing authority. Management believes that 
Birch and Affiliate are no longer subject to income tax examinations for years prior to 2009. 

(k) Use of Estimates 

In preparing financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 

(I) Provision for Doubtful Accounts 

Birch and Affiliate provide an allowance for doubtful accounts for accounts receivable which are 
specifically identified by management as to their uncertainty in regards to collectibility. While 
management uses the best information available to make its evaluation, future adjustments to the 
allowance may be necessary if there are significant changes in economic conditions. 

(m) Allocation Methodology 

Common costs incurred for the administration of the various programs are allocated directly to 
respective programs as incurred and/or utilizing predetermined allocation rates established by 
management. 

(n) Concentration of Credit Risk 

Financial instruments which potentially subject Birch and Affiliate to concentration of credit risk 
consist primarily of cash and cash equivalents. At various times Birch and Affiliate have cash 
deposits at financial institutions, which exceed the Federal Depository Insurance Corporation 
insurance limits. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

4. Assets Limited to Use 

Assets limited to use consisting of cash and cash equivalents at June 30, 2012 amount to 
$1,098,001 and are maintained in the following restricted bond funds: 

(a) Debt Service Reserve Fund - The Debt Service Reserve Fund was established for the purpose 
of assuring that Birch will have money for payment of debt service on the bonds in each year that 
the bonds are outstanding. 

(b) Escrow Funds - Assets whose use is limited is comprised of assets set aside under the terms 
of escrow agreements, under the control of the New York City Industrial Development Agency 
(UNYCIDAU), Birch and the escrow agent, to be used for capital replacements. 

5. Fixed Assets, Net 

Fixed assets, net, consists of the following: 

June 30, 2012 

Land 
Building and building improvements 
Leasehold improvements 
Furniture, fixtures and equipment 
Vehicles and equipment under capital 

lease obligations 

Total fixed assets 
Less: Accumulated depreciation 

Fixed assets, net 

6. Due to Governmental Agencies 

Birch 
$ 1,513,261 

9,794,598 
5,338,051 
2,747,338 

553,058 

19,946,306 
(7,394,947) 

$12,551,359 

Due to governmental agencies at June 30, 2012 consists of the following: 

June 30, 2012 

Fund 
$ 

$ 

Advanced funds by Office of People With Developmental Disabilities (UOPWDD") 
under various contracts for the construction and rehabilitation of several 
residencies 

Due to the New York City Education Department 
Due to the Administration for Children's Services 
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Combined 
$ 1,513,261 

9,794,598 
5,338,051 
2,747,338 

553,058 

19,946,306 
(7,394,947) 

$12,551,359 

$2,320,798 
2,061,600 

207,127 

$4,589,525 
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7. Bonds Payable 

per 
annum, due February " 2022 

NYCIDA Series 1999B·' at 7.125~ per 
annum, due August " 2015 

NYCIOA Series 2000A·' at 8.1251. per 
annum, due July " 2015 

NYCIDA Series Z012A-' at 7.5\ per 
annum, due June 1,2019 

NYCIOA Series lOIIA·2 at 7.5' per 
annum, due June " 2019 

DASNY Mortgage· semiannual payments 
of principal plus Interest at 
6.015n1 per annum, due 
Februa~ 15, 2020 

Subtotal 
Premium on bonds payable 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financfal Statements 

December 9, 1999 300,000 (180,000) 120,000 

August 17, 2000 425,000 1230,0001 195,000 

February 29. 2012 2,425,000 (18,122) 2,406,878 

February 29, 2012 90,000 130,964) 59,036 

Aprl129, 1996 754,500 1355,000) 399,500 

5,050.414 
114.m 

15,165.186 

12 

security interests In Washington 
Heights facility 

leasehold mortga8e liens and 
security Interests In Brooklyn lRA 
facility 

leasehold mortgage liens and 
security Interests In Brooklyn IRA 
facility 

leasehold mortgage liens and 
security interests in St. N!cholas 
and Wyckoff ICF facilit!es 

Leasehold mortBage liens and 
security Interests in St. Nicholas 
and Wyckoff KF facilities 

Real property, improvements, gifts, 
grants and bequests for Flatlands 
Avenue project 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Required principal and interest payments are as follows: 

2013 
2014 
2015 
2016 
2017 
Thereafter 

Total 

8. Loans and Mortgages Payable 
Loans and mortgages payable consist of: 

June 30, 2012 
Loan payable to Citibank, due April 18, 2017, payable in monthly installments 

of $8,333 including interest of 7.50%, secured by related property 
Loan payable to F JC, Inc. due April 30, 2013, payable upon maturity including 

interest of the prime rate plus 3% 
Loan payable to Nonprofit Finance Fund, due February 1, 2021, payable in 

monthly installments including interest of 6.50%, secured by certain 
receivables from the New York State Education Department which includes 
reimbursement for the cost of certain renovations and improvements 

Mortgage payable to Citibank, due April 14, 2014, payable in monthly 
installments including interest of 6.75%, secured by related property 

Mortgage payable to Citibank, due March 11, 2022, payable in monthly 
installments of $5,082 including interest of 8.00%, secured by related 
property 

Mortgage payable to Citibank, due May 1, 2024, payable in monthly 
installments of $3,533 including interest of 6.50%, secured by related 
property 

Mortgage payable to Cittbank, due May 1, 2014, payable in monthly 
installments of $9,490 including interest of 6.00%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2025, payable in monthly 
installments of $3,393 including interest of 6.80%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $1,666 including interest of 5.60%, secured by related 
property 
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$ 500,000 
570,000 
605,000 
620,000 
630,000 

2,240,186 

$5,165,186 

$ 483,333 

600,000 

684,331 

276,798 

589,527 

505,195 

218,265 

529,306 

59,963 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

June 30, 2012 
Mortgage payable to Citibank, due June 10, 2025, payable in monthly 

installments of $3,597 including interest of 6.80%, secured by related 
property 

Mortgage payable to Citibank, due June 10, 2015, payable in monthly 
installments of $2,774 including interest of 5.00%, secured by related 
property 

Mortgage payable to Citibank, due September 22, 2020, payable in monthly 
installments of $5,274 including interest of 5.60%, secured by related 
property 

Mortgage payable to Citibank, due September 22, 2017, payable in monthly 
installments of $5,843 including interest of 4.70%, secured by related 
property 

Total loans and mortgages payable 
Less: Current maturities 

Required principal payments are as follows: 

2013 
2014 
2015 
2016 
2017 
Thereafter 

9. Line of Credit 

Birch 
$1,396,018 

783,778 
542,366 
489,091 
421,431 

1,865,219 

$5,497,903 

Fund 
$ 

$ 

$ 561,095 

99,863 

522,117 

368,110 

5,497,903 
1,396,018 

$4,101,885 

Total 
$1,396,018 

783,778 
542,366 
489,091 
421,431 

1,865,219 

$5,497,903 

Birch has a line of credit of $7,000,000 with Citibank. Interest is payable monthly at the greater of 
the prime rate or one-month UBOR plus 2% per annum, less .125% in each instance. The interest 
rate charged during 2012 was 3.125%. The note is secured by the related receivables which are 
used to determine the borrowing base as defined in the agreement. There was no balance 
outstanding at June 30, 2012. Subsequent to June 30, 2012, Birch drew down an additional 
$3,500,000 on their line of credit, which has been repaid. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

10. Donated Costs 

Birch's contracts with the City of New York and Agency for Child Development (the "Agency") 
have cost-sharing agreements whereby certain costs are borne by the Agency. City-administered 
support is included in the accompanying financial statements as donated costs. Total city
administered support at June 30, 2012 has been recorded as follows: 

Health insurance 
Lease/rental - real property 
Pension 
Gas and heating fuel 
Water 
HRA agency insurance package 
Real property taxes 

$249,125 
266,017 
67,094 
34,212 
6,520 
4,925 

74,435 

$702,328 

Additionally, included in donated costs are individual donations in the amount of $31,593. 

11. Leased Facilities 

Pursuant to several lease agreements, Birch and Affiliate is obligated for minimum annual rentals 
payable to non related entities as indicated below. Birch and Affiliate are obligated for certain 
operating costs at these sites and equipment rentals. The future minimum commitments to all 
nonrelated parties are as follows: 

Year ending June 3D, 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Total 

12. Pension Plans 

(a) Retirement Plan 

$ 2,328,603 
2,165,269 
2,201,296 
2,254,849 
2,153,775 
2,930,471 

$14,034,263 

Birch's employees are covered under an employer-discretionary, noncontributory, defined 
contribution profit-sharing plan. To be eligible to participate, an employee must complete one 
year of service with Birch, have worked 1,000 hours during the plan year, have attained age 21 
and be employed on the last day of the plan year, June 30. The entry dates are June 30 and 
December 31. The minimum required contribution is zero. The contribution percentage used for 
2012 was 3.5%, based on employee job classification and length of service. Vesting begins in the 
first year of participation and increases based upon years of continuous service until a participant 
is fully vested after the sixth year. 
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Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Retirement expense for the year ended June 30, 2012 was $1,200,007. 

(b) 403(b) Plan 

Birch has a 403(b) tax-deferred annuity plan whereby participants in the plan may elect to defer a 
portion of their salary and direct Birch to contribute that deferral to the plan on their behalf. 
Employees become eligible to participate upon date of hire by directing Birch to make the 
aforementioned salary reduction contributions. 

(c) 4S7(b) Plan 

Birch has a Section 457(b) deferred compensation plan for one key employee. The benefit expense 
related to the 457(b) plan for the year ended June 30, 2012 was $1,373. The fully funded liability 
related to the plan amounted to approximately $51,086 and is included in accrued compensation 
in the accompanying combining statement of financial position. 

(d) Postretirement Benefit Obligation 

Birch provides medical and dental benefits for the founder of the organization. As of June 30, 
2012, the accumulated postretirement benefit obligation amounted to $6,000 and is included in 
accrued compensation in the accompanying combining statement of financial position. 

13. Temporarily Restricted Net Assets 

The Fund has temporarily restricted net assets that are available for the following purposes: 

June 30, 2012 
Educational and training projects 
Domestic violence projects 
Library projects 
Hillcrest Music Fund 
Hillcrest Art and Book Funds 
Hillcrest Parents Fund 
Warner Tech Fund 
Christmas Toys Fund 
Other 

$ 1,981 
4,636 
2,857 

41,475 
1,358 

21,091 
1,370 

862 
14,006 

$89,636 

The Fund's net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows: 

June 30, 2012 
Educational and training projects 
Hillcrest Parents Fund 
Christmas Toys Fund 
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$60,753 
645 

4,328 

$65,726 

B
-I-34



Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

14. Commitments and Contingencies 

(a) Department of Education 

The New York City Department of Education ("DOE") issued a revised reconciliation report 
covering Birch's education program's enrollment and rates for the years 1995/1996 through 
200512006. That reconciliation report reflects a net liability owed to the DOE of $2,117,668 as of 
July 2009. Previously, DOE reconciliations for the same period of time were $1,904,000 less than 
the current amount. Birch is currently contesting the amount and timing of the proposed 
reconciliation. Management has set up a reserve of $163,000 as the liability to the DOE for those 
fiscal years. 

(b) Workers' Compensation Trust 

Birch participated in a group self-insured workers' compensation trust for the period from 1996 
through 2003, for the purposes of providing workers' compensation insurance. The trust 
voluntarily closed effective December 31, 2010. During 2011, Birch received notification of an 
assessment from the plan's administrator for $388,383 representing Birch's obligation for the 
administrator's estimate of the expected losses. In 2012, Birch and the workers' compensation 
trust agreed to a temporary payment of $3,500 per month for its portion of the liability until a 
final bill is tallied. Birch's legal counsel is still investigating the liability until a final sale 
determination is made. Therefore, no provision has been recorded in the accompanying combining 
financial statements related to the assessment. 

15. Transactions With Affiliate 
(a) The Fund receives contributions that are restricted for Birch 's programs per the instructions 
of the donor. During the fiscal year ended June 30, 2012, the Fund received $209,730 of 
contributions that were granted back to Birch to be used for the programs specified by the donor. 

(b) Birch charges the Fund for salaries, fringe benefits, rent and other administrative expenses. 
Total fees charged for the year ended June 30, 2012 were $67,866. 

The amount due from the Fund at June 30, 2012 was $12,680. 

16. Capital Leases 

Birch leases various automobiles and copiers under capital leases that expire at various dates 
through 2015, which require monthly payments of principal and interest rates ranging from 2.1% -
6.7%. The following is a schedule of the future minimum lease payments including interest under 
the terms of the leases, together with the present value of the net minimum lease payments as of 
June 30, 2012. 
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June 3D, 
2013 
2014 
2015 

Birch Family Services, Inc. and Affiliate 

Notes to Combining Financial Statements 

Total minimum lease payments 
Less: Amount representing interest 

Present value of net minimum lease payments 
Less: Current portion 

17. Subsequent Events 

S 98,369 
58,673 
20,568 

177,610 
9,033 

168,577 
(98,369) 

S 70,208 

Birch and Affiliate have performed subsequent event procedures through December 14, 2012, 
which is the date the combining financial statements were available to be issued. There were no 
subsequent events requiring adjustment to the combining financial statements. 
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Cornick Garber Sandler 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
Bronx, New York 

Report on the Financial Statements 

Certified Public Accountants & Advisors 

We have audited the accompanying financial statements of COMMUNITY RESOURCE 
CENTER FOR THE DEVELOPMENTALLY DISABLED, INC. (the "Agency") which comprise 
the statement of financial position as of June 30, 2014, and the related statements of activities, 
functional expenses and cash flows for the year then ended, and the related notes to the 
financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

(Continued) 
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Cornick Garber Sandler 
Certified Public Accountants & 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 

Page Two 

Opinion 

In our opinion, the financial statements referred to above present fairly, in a" material respects, 
the financial position of Community Resource Center for the Developmenta"y Disabled, Inc. as 
of June 30, 2014, and the changes in net assets and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued the reports dated 
October 30, 2014 on our consideration of the internal control over financial reporting and on our 
tests of compliance with certain provisions of laws, regulations, contracts, and grants. The 
purpose of these reports is 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 
internal control over financial reporting or on compliance. These reports are an integral part of 
an audit performed in accordance with Government Auditing Standards in considering an 
entity's internal control over financial reporting and compliance. 

New York, New York 
October 30, 2014 

Cornick. Garber & Sandler, llP 

cgscpa.com 

Cornick Garber Sandler 
Certified Public Accountants & Advisors 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 

Page Two 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Community Resource Center for the Developmentally Disabled, Inc. as 
of June 30, 2014, and the changes in net assets and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued the reports dated 
October 30, 2014 on our consideration of the internal control over financial reporting and on our 
tests of compliance with certain provisions of laws, regulations, contracts, and grants. The 
purpose of these reports is 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 
internal control over financial reporting or on compliance. These reports are an integral part of 
an audit performed in accordance with Government Auditing Standards in considering an 
entity's internal control over financial reporting and compliance. 

c.. •. :.£~ ~~IL.L1 
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Cornick Garber Sandler 
Certified Public Accountants & Advisors 

COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2014 

ASSETS 

Current assets: 
Cash and cash equivalents 
Accounts receivable 
Prepaid expenses 

Total current assets 

Fixed assets: 
Property and equipment (at cost, less accumulated 

depreciation of $2,753,408) 

Other assets: 
Refinancing costs (at cost, less accumulated 

amortization of $134,446) 
Due from related party 
Debt service reserve 
Security deposits 

Total other assets 

TOTAL ASSETS 

See accompanying notes 
1 

$ 94,079 
26,888 

105,784 
43,699 

$ 2,430,285 
2,638,744 

158,782 

5,227,811 

2,101,713 

270,450 

$ 7,599,974 

LIABILITIES 

Current liabilities: 
Accounts payable $ 537,870 
Accrued expenses 3,330,519 
Current portion of long-term debt: 

Bonds payable $ 177,633 
Lease payable 14,464 192,097 

Total current liabilities 4,060,486 

Long-term liabilities: 
Long-term debt, net of current portion above: 

Bonds payable 2,157,293 
Lease payable 8,126 2,165,419 
Security deposit - Grace Outreach 2,120 
Deferred rent 86,385 

Total liabilities 6,314,410 

NET ASSETS 
Unrestricted net assets 1,285,564 

TOTAL $ 7,599,974 

Cornick Garber Sandler 
Certified Publlc Accountants & Advisors 
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86,385 

6,314,410 
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Cornick Garber Sandler 
CertifH~d Pubtic A((ountants &. Advisors 

COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

Revenue: 
Government fees 
Consumer participation 
Other income 

Total revenue 

Functional expenses: 
Program services expenses 
General and administrative expenses 

Total functional expenses 

Increase in unrestricted net assets before depreciation, 
amortization, interest expense and retroactive rate 
adjustment of prior year government fees 

Depreciation and amortization expense 
Interest expense 

Net increase in unrestricted net assets before retroactive 
rate adjustment of prior year government fees 

Retroactive rate adjustment of prior year government fees 

Net decrease in unrestricted net assets 

Unrestricted net assets - July 1, 2013 

UNRESTRICTED NET ASSETS - JUNE 30, 2014 

See accompanying notes 
2 

$ 14,869,477 
438,843 
180,935 

13,423,609 
1,540,090 

$ 15,489,255 

14,963,699 

525,556 

(191,547) 
(151,067) 

182,942 

(911,125) 

(728,183) 

2,013,747 

$ 1,285,564 

Cornick Garber Sandler 
Certified Public Accountants & Advisors 

COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

Revenue: 
Government fees 
Consumer participation 
Other income 

Total revenue 

Functional expenses: 
Program services expenses 
General and administrative expenses 

Total functional expenses 
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Net increase in unrestricted net assets before retroactive 
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See accompanying notes 
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$ 14,869,477 
438,843 
180,935 

13,423,609 
1,540,090 

$ 15,489,255 

14,963,699 
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(191,547) 
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182,942 

(911,125) 

(728,183) 
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Cornick Garber Sandler 

COMMUNITY RESOURCE CENTER FOR THE 
. DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2014 

Program General and 
Services 

Payroll $ 6,539,987 
Payroll taxes and fringe benefits 2,807,452 
Rent - property 388,793 
Food 371,171 
Assessment fees 610,001 
Professional clinical services 108,506 
Children and family services 2,361 
Day Hab Services 1,518,888 
Supplies - housekeeping and laundry 133,966 
Repairs and maintenance 
Recreation and consumer care 
Bank fees 

Professional fees 
Insurance 
Equipment 
Dues and subscriptions 
Telephone 
Vehicle lease and expenses 
Operating equipment leases 
Training - staff 
Transportation - staff 
Supplies - program/medical 
Utilities 
Transportation - consumers 
Postage and office supplies 
Medical eqUipment maintenance 
Computer expense 
VOICF replacement reserve 
Miscellaneous 

Total Expenses 

124,824 
53,646 

146,874 
57,575 

29,573 
57,328 
22,609 
26,277 
16,292 

129,087 
126,135 
111,888 
23,723 
6,219 

7,500 
2,934 

$ 13,423,609 

See accompanying notes 
3 

Administrative 

$ 820,554 
309,644 
129,898 

4,919 

15,865 
887 

18,539 

123,681 
8,307 

15,274 
32,315 
11,600 

3,811 
6,675 
1,072 

7,558 

29,491 

$ 1,540,090 

Certified Public Accountants & Advisors 

Total 
Expenses 

$ 7,360,541 
3,117,096 

518,691 
376,090 
610,001 
108,506 

2,361 
1,518,888 

133,966 
140,689 

54,533 
18,539 

123,681 
155,181 

57,575 
15,274 
61,888 
68,928 
26,420 
32,952 
17,364 

129,087 
126,135 
111,888 

31,281 
6,219 

29,491 
7,500 
2,934 

$ 14,963,699 
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Cornick Garber Sandler 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30,2014 

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

Cash flows from operating activities: 
Net decrease in unrestricted net assets 

Adjustments to reconcile results of operations to net cash 
effect of operating activities: 

Depreciation and amortization expense 
Change in assets and liabilities: 

Accounts receivable 
Prepaid expenses 
Due from related party 
Debt service reserve 
Security deposits 
Accounts payable 
Accrued expenses 
Rent payable 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchase of property and equipment 

Cash flows from financing activities: 
Payments of bonds payable 
Capital lease payments 

Net cash used for financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents - July 1, 2013 

CASH AND CASH EQUIVALENTS - JUNE 30, 2014 

Supplemental disclosure of cash flow information: 
Cash paid during the year for interest 

See accompanying notes 
4 

$ (728,183) 

191,547 

(1,049,990) 
64,172 

9,313 
6,440 

(26,552) 
(37,798) 

2,143,659 
9,009 

(157,881) 
(14,556) 

Cert~fied Pubtk ,Accountants () AdvisCJrs 

$ 581,617 

(69,479) 

(172,437) 

339,701 

2,090,584 

$ 2,430,285 

$ (151,067) 
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Certified Public Accountants & Advisors 

$ 581,617 

(69,479) 

(172,437) 
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2,090,584 

$ 2,430,285 

$ (151,067) 

Cornick Garber Sandler 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies 

Organization and Nature of Activities 

Certified pubnc Accountants & Advisors 

Community Resource Center for the Developmentally Disabled, Inc. ("the Agency") is 
a non-profit corporation organized under the laws of the State of New York. It 
commenced operations on March 14, 1979 and currently operates residential 
facilities for individuals with developmental disabilities in New York City and 
Westchester County, New York. 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United 
States of America. For the purpose of preparing these financial statements, the 
Agency has considered subsequent events occurring through October 30, 2014, the 
date these financial statements became available for distribution. 

Basis of Presentation 

The Agency follows the reporting format of the standard on "Financial Statements of 
Not-For-Profit Organizations" issued by the Financial Accountings Standards Board 
which requires that information about financial position and activities is reported 
according to three categories of net assets: unrestricted net assets, temporarily 
restricted net assets and permanently restricted net assets. At June 30, 2014, all of 
the Agency's assets were unrestricted. The Agency's policy is to separately report 
any restricted amounts only if the restriction has not been satisfied by year-end. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Cornick Garber Sandler 
Certified Public Accountants & Advisors 

Depreciation and Amortization of Property and Equipment 

In accordance with the New York State Office for People with Developmental 
Disabilities ("NYSOPWDD") regulations, the cost of equipment, vehicles, furniture 
and fixtures and capital leases are capitalized and depreciated or amortized using 
the straight-line method over a period of 60 months. The buildings located at 61 
Florence Street, 1463 Arnow Avenue, and 755 East 147th Street (Wales Avenue) 
are depreciated using the straight-line method over 20 to 25 years. Leasehold 
improvements are amortized over the shorter of the lease term or useful life. 

Revenue 

The Agency receives revenues from the NYSOPWDD and the Social Security 
Administration under the Medicaid program for billable client services and recognizes 
these fees and income when these services are provided. The revenue is based on 
established rates multiplied by the number of units of service provided. 

In early 2011, NYSOPWDD submitted a system wide net rate reduction plan to the 
Centers for Medicaid and Medicare Services (CMS). However, CMS did not approve 
NYSOPWDD's request to reduce those rates until September 2014. The rate 
reduction affected the period July 1, 2011 to June 30, 2014. Per instruction from 
NYSOPWDD, the Agency continued to bill and receive revenue based on the rate 
that was in effect prior to the reduction because it was not clear if CMS would 
approve the rate reduction or to what extent. Accordingly, management did not 
record any provision for the rate reduction in the financial statement for the period 
ended June 30, 2012 and 2013. The net effect of the retroactive change in rates 
finally approved in September 2014 is included in the current year's statement of 
activities. The $911,125 net retroactive rate adjustment applicable to the period prior 
to July 1, 2013 is separately stated and is comprised of the following elements: 

Decrease in reimbursed revenue 
Increase in reimbursed revenue 

Net decrease 

$(1,554,865) 
643,740 

$ (911.125) 

The effect of the net rate reduction applicable to the Agency's current year 
operations has been included with its revenues for the year ended June 30, 2014. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Cornick Garber Sandler 
Certified Public Accountants & Advisors 

Depreciation and Amortization of Property and Equipment 

In accordance with the New York State Office for People with Developmental 
Disabilities ("NYSOPWDD") regulations, the cost of equipment, vehicles, furniture 
and fixtures and capital leases are capitalized and depreciated or amortized using 
the straight-line method over a period of 60 months. The buildings located at 61 
Florence Street, 1463 Arnow Avenue, and 755 East 147th Street (Wales Avenue) 
are depreciated using the straight-line method over 20 to 25 years. Leasehold 
improvements are amortized over the shorter of the lease term or useful life. 

Revenue 

The Agency receives revenues from the NYSOPWDD and the Social Security 
Administration under the Medicaid program for billable client services and recognizes 
these fees and income when these services are provided. The revenue is based on 
established rates multiplied by the number of units of service provided. 

In early 2011, NYSOPWDD submitted a system wide net rate reduction plan to the 
Centers for Medicaid and Medicare Services (CMS). However, CMS did not approve 
NYSOPWDD's request to reduce those rates until September 2014. The rate 
reduction affected the period July 1, 2011 to June 30, 2014. Per instruction from 
NYSOPWDD, the Agency continued to bill and receive revenue based on the rate 
that was in effect prior to the reduction because it was not clear if CMS would 
approve the rate reduction or to what extent. Accordingly, management did not 
record any provision for the rate reduction in the financial statement for the period 
ended June 30, 2012 and 2013. The net effect of the retroactive change in rates 
finally approved in September 2014 is included in the current year's statement of 
activities. The $911,125 net retroactive rate adjustment applicable to the period prior 
to July 1, 2013 is separately stated and is comprised of the following elements: 

Decrease in reimbursed revenue 
Increase in reimbursed revenue 

Net decrease 

$(1,554,865) 
643.740 

$ (911.125) 

The effect of the net rate reduction applicable to the Agency's current year 
operations has been included with its revenues for the year ended June 30, 2014. 
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All contributions are considered available for unrestricted use unless specifically 
restricted by the donor. Amounts received that are designated for future periods or 
restricted by the donor for specific purposes are reported as temporarily restricted or 
permanently restricted support that increases those net asset classes. When a 
temporary 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. The Agency had no temporarily or permanently restricted 
net assets at June 30, 2014 or for the year then ended. 

Income Tax Status 

The Agency is a not-for-profit organization that is exempt from income taxes under 
Section 501 (c) (3) of the Internal Revenue Code. 

Management evaluated the Agency's tax positions for all open tax years and has 
concluded that the Agency had taken no uncertain tax positions that require 
recognition or disclosure in the accompanying financial statements. Generally, the 
Agency is no longer subject to income tax examinations by U.S. federal, state or 
local tax authorities for years before June 2011, which is the standard statute of 
limitations look-back period. 

Cash and Cash Equivalents 

The Agency considers as cash equivalents all highly liquid investments with a 
maturity of three months or less when purchased. 

Accounts Receivable and Allowance for Doubtful Accounts 

Accounts receivable are recorded at the invoiced amount. There were no accounts 
receivable balances older than 90 days as of June 30, 2014 and the Agency 
considers all accounts receivable at that date to be fully collectible. When applicable, 
the Agency determines the allowance based on historical write-off experience and 
customer specific data. 
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considers all accounts receivable at that date to be fully collectible. When applicable, 
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NOTE A - Summary of Significant Accounting Policies (Continued) 

Functional Allocation of Expenses 

Ceftifit~d Pub~k Accountants & /~(hljsors 

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

Refinancing Costs 

Costs incurred in connection with obtaining mortgages are capitalized and amortized 
on a straight-line basis over the term of the mortgage. 

NOTE B - Property and Equipment 

At June 30, 2014, property and equipment is summarized as follows: 

Land 
Buildings 
Equipment, vehicles, furniture, fixtures and 
leasehold and building improvements 

Total 

Less accumulated depreciation 

Balance 

NOTE C - Related Party Transactions 

$ 162,800 
2,441,138 

2.251.183 

4,855,121 

(2.753,408) 

$2.101.713 

As of June 30, 2014, the related party owed $26,888 to the Agency. This amount is 
owed to the Agency by CRCDD Housing Co., Inc., an affiliated organization 
managed but not financially controlled by the Agency. CRCDD Housing Co. has 
negotiated a rent increase with the United States Department of Housing and Urban 
Development. This increase will enable CRCDD Housing Co. to increase payments 
to the Agency and thus reduce outstanding debt. 
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The cost of providing the various programs and activities has been summarized on a 
functional basis in the statement of activities. Accordingly, certain costs have been 
allocated among the programs and supporting services benefited. 

Refinancing Costs 

Costs incurred in connection with obtaining mortgages are capitalized and amortized 
on a straight-line basis over the term of the mortgage. 

NOTE B - Property and Equipment 
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$2.101.713 

As of June 30, 2014, the related party owed $26,888 to the Agency. This amount is 
owed to the Agency by CRCDD Housing Co., Inc., an affiliated organization 
managed but not financially controlled by the Agency. CRCDD Housing Co. has 
negotiated a rent increase with the United States Department of Housing and Urban 
Development. This increase will enable CRCDD Housing Co. to increase payments 
to the Agency and thus reduce outstanding debt. 

(Continued) 
8 

Cornick Garber Sandler 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE D - Retirement Plans 
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Certified PubHc Accountants- & Advisors 

The Agency has a defined contribution profit-sharing plan for all qualified employees 
under the requirements of Section 401 (a) of the Internal Revenue Code which 
provides for annual contributions at the discretion of the Agency's board of directors. 
The contribution authorized for the fiscal year ended June 30, 2014 was $227,096 

The Agency also maintains a Section 403(b) salary deferral plan which provides for 
contributions by eligible electing employees. No matching contributions are payable 
by the Agency. 

NOTE E - Line of Credit 

Pursuant to an arrangement with a bank, the Agency has a $1,000,000 secured line 
of credit which is renewable annually but could be cancelled by the bank or the 
Agency at any time. The line is collateralized by all assets of the Agency. Interest is 
payable at the LlBOR floating rate plus 2.5%. At June 30, 2014, the Agency had no 
debt outstanding under this line of credit. 

NOTE F - Bonds Payable 

Capital Improvement Bond Payable - NYSOPWDD 

On August 30, 2005, the Agency closed on a bond related to the purchase of the 
"Arnow" facility. The bond of $875,700 is payable in annual installments of principal 
plus interest at 4.783% a year through February 2020. The bond is collateralized by 
the Arnow facility. The monthly reimbursement rate for this facility includes an 
amount equal to the mortgage payment. 

Dormitory Authority of the State of New York Administration Bond Payable 

In February 2002, the Agency borrowed $1,478,000 from the Dormitory Authority of 
the State of New York Administration Bond through NYSOPWDD. This bond, which 
is collateralized by the facility located at 755 East 147th Street and Wales Avenue 
("Wales"), is payable in semi-annual installments of principal and interest of 5.381 % 
through August 2026. The monthly reimbursement rate for this facility includes an 
amount equal to the mortgage payment. 
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NOTE D - Retirement Plans 
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The Agency has a defined contribution profit-sharing plan for all qualified employees 
under the requirements of Section 401 (a) of the Internal Revenue Code which 
provides for annual contributions at the discretion of the Agency's board of directors. 
The contribution authorized for the fiscal year ended June 30, 2014 was $227,096 

The Agency also maintains a Section 403(b) salary deferral plan which provides for 
contributions by eligible electing employees. No matching contributions are payable 
by the Agency. 

NOTE E - Line of Credit 

Pursuant to an arrangement with a bank, the Agency has a $1,000,000 secured line 
of credit which is renewable annually but could be cancelled by the bank or the 
Agency at any time. The line is collateralized by all assets of the Agency. Interest is 
payable at the UBOR floating rate plus 2.5%. At June 30, 2014, the Agency had no 
debt outstanding under this line of credit. 

NOTE F - Bonds Payable 

Capital Improvement Bond Payable - NYSOPWDD 

On August 30, 2005, the Agency closed on a bond related to the purchase of the 
"Arnow" facility. The bond of $875,700 is payable in annual installments of principal 
plus interest at 4.783% a year through February 2020. The bond is collateralized by 
the Arnow facility. The monthly reimbursement rate for this facility includes an 
amount equal to the mortgage payment. 

Dormitory Authority of the State of New York Administration Bond Payable 

In February 2002, the Agency borrowed $1,478,000 from the Dormitory Authority of 
the State of New York Administration Bond through NYSOPWDD. This bond, which 
is collateralized by the facility located at 755 East 147th Street and Wales Avenue 
("Wales"), is payable in semi-annual installments of principal and interest of 5.381% 
through August 2026. The monthly reimbursement rate for this facility includes an 
amount equal to the mortgage payment. 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE F - Bonds Payable (Continued) 

New York City Industrial Development Agency 

In October 2007, the Agency borrowed $1,160,000 from the New York City Industrial 
Development Agency. The proceeds from the bond were used for building 
renovations and the purchase of furniture and equipment for 631 Pelham Parkway 
("Pelham"). The bond is co"ateralized by the Pelham facility and is payable in 
annual installments of principal plus variable interest at 4.10% to 5.30% a year 
through July 2027. Debt service reserve fund related to this loan was $105,784 at 
June 30, 2014. The monthly reimbursement rate for this facility includes an amount 
equal to the mortgage payment. 

At June 30, 2014, the outstanding principal balance of the bonds is payable as 
follows: 

Wales Arnow Pelham Total 
Years ending June 30: 

2015 $ 60,000 $ 62,633 $ 55,000 $ 177,633 
2016 60,000 65,000 55,000 180,000 
2017 70,000 68,900 55,000 193,900 
2018 70,000 72,300 55,000 197,300 
2019 70,000 75,800 55,000 200,800 

Thereafter 724,345 110,948 550,000 1,385,293 

$1,054,345 $ 455,581 $ 825,000 $ 2,334,926 

NOTE G - Commitments and Contingency 

Employment Agreement 

On July 1, 2010, the Agency executed a five year employment agreement with its 
executive director providing for an annual base compensation of $161,600, with 
yearly adjustments being the higher of the NYSOPWDD trend or 4.0%. 
Compensation expense for the year ended June 30, 2014 was $188,850. 
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NOTE H - Commitments and Contingency (Continued) 

Leases 

The Agency leases its current office and various residences for the developmentally 
disabled under operating leases expiring at various dates through July 2025. The 
leases are subject to escalation charges for operating expenses and real estate 
taxes. Rent expense for the year ended June 30, 2014 was approximately 
$519,000. The rentals under these leases are recorded for financial accounting 
purposes on a straight-line basis. Accrued future rentals of $86,385 at June 30, 
2014 give effect to both future scheduled increases and certain concessions at lease 
inception. This liability will be reduced in future years to the extent that the minimal 
rentals payable in those years exceeds the average net expense recorded on the 
straight-line basis. 

The Agency leases autos and office equipment under operating leases expiring at 
various dates through November 2019. Rent expense related to these leases for the 
year ended June 30, 2014 was approximately $29,000. 

The Agency leases office equipment under capital leases expiring at various dates 
through November 2015. Depreciation of assets under capital leases is included in 
depreciation expense. The cost of assets and accumulated depreciation under 
capital leases was approximately $69,000 and $37,000, respectively, at June 30, 
2014. 

The Agency subleased space to an unrelated party to August 31, 2014. The amount 
of rental revenue for the year ended June 30, 2014 was approximately $28,000 and 
is included in other income on the statement of activities. 
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Leases 
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DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE H - Commitments and Contingency (Continued) 

Leases (Continued) 

Future minimum lease payments under scheduled capital and operating leases are 
due as follows: 

Years ending June 30: 
2015 
2016 
2017 
2018 
2019 

Thereafter 

Total minimum lease payments 

Less amount representing interest 
between 7.250% - 7.959% 

Obligations under capital lease 

Less current portion 

Long-term portion 

Contingency 

Capital 
Leases 

$ 17,041 
7,100 

24,141 

1,551 

22,590 

14,464 

$ 8,126 

Operating 
Leases Total 

$ 250,472 $ 267,513 
261,978 269,078 
265,238 265,238 
270,589 270,589 
276,066 276,066 

1,478,388 1,478,388 

$ 2,802,731 $ 2,826,872 

As noted in Note A, receivables and revenue are recorded based on established 
rates that might be subject to the retroactive change. In addition, laws and 
regulations governing Medicaid programs are subject to interpretation. As a result, 
there is at least a reasonable possibility that recorded estimates will change by a 
material amount in the near term. Additionally, noncompliance with such laws and 
regulations could result in fines, penalties and exclusion from Medicaid programs 
that is the major source of the Agency's income. 
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NOTE I - Concentration of Risk 

Certified Public l' .. ccountilnts f'" 
Advi~,or5 

The Agency maintains both interest bearing and non-interest bearing cash accounts 
at one financial institution. The Agency's accounts at the institution are insured by 
the Federal Deposit Insurance Corporation (FD.I.C.) up to $250,000. From time to 
time, the Agency's balances exceed this limit. At June 30, 2014, the uninsured cash 
balance was approximately $1,956,000. The Agency believes it is not exposed to 
any significant credit risk on cash. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING IN 
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
1776 Eastchester Road, Suite 225 
Bronx, New York 10461-2330 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Community Resource Center for the Developmentally Disabled, Inc. (lithe 
Agency") which comprise the statement of financial position as of June 30, 2014, and the 
related statements of activities, functional expenses and cash flows for the year then ended, 
and the related notes to the financial statements and have issued the report thereon dated 
October 30,2014. 

Internal Control over Financial Reporting 

Management of the Agency is responsible for establishing and maintaining effective internal 
control over financial reporting. 

In planning and performing the audit, we considered the Agency's internal control over financial 
reporting as a basis for designing our audit procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of opining on the effectiveness of 
the Agency's internal control over financial reporting. Accordingly, we do not express an opinion 
on the effectiveness of the Agency'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, when performing their assigned functions, to prevent, or detect and 
timely correct misstatements. A material weakness is a deficiency, or combination of internal 
control deficiencies resulting in more than a reasonable possibility that a material misstatement 
of the Agency's financial statements will not be prevented, or detected and corrected on a timely 
basis. We consider the deficiency 14-1 described in the accompanying schedule of findings and 
responses to be material weaknesses. 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or 
significant deficiencies may exist that are not identified. 
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responses to be material weaknesses. 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or 
significant deficiencies may exist that are not identified. 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING IN 
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Recourse Center for the Developmentally Disabled, Inc 
1776 Eastchester Road, Suite 225 
Bronx, New York 10461-2330 

Page Two 

The Agency's Response to Findings 

The Agency's responses to the findings identified in our audit are described in the 
accompanying schedule of findings and responses. The Agency's response was not subjected 
to the auditing procedures applied in the audit of the financial statements and, accordingly, we 
express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
the result of that testing, and not to provide an opinion on the effectiveness of the entity's 
internal control. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in conSidering the entity's internal control. Accordingly, this 
communication is not suitable for any other purpose. 

New York, New York 
October 30, 2014 
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The Agency's responses to the findings identified in our audit are described in the 
accompanying schedule of findings and responses. The Agency's response was not subjected 
to the auditing procedures applied in the audit of the financial statements and, accordingly, we 
express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
the result of that testing, and not to provide an opinion on the effectiveness of the entity's 
internal control. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control. Accordingly, this 
communication is not suitable for any other purpose. 

~~fS. -eOP,\,Lt..f' 

New York, New York 
October 30, 2014 

Cornick, Garber & Sandler, LLP 

CERTIFIED PUBLIC ACCOUNTANTS 

825 Third Avenue, New York, NY 10022-9524 T 212.557.3900 F 212.557.3936 

50 Charles Lindbergh Blvd., Uniondale, NY 11553-3600 T 516.542.9030 F 516.542.9035 cgscpa.com 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

SCHEDULE OF FINDINGS AND RESPONSE 

FOR THE YEAR ENDED JUNE 30, 2014 

Financial Statements Findings: 

14-1 Journal Entries 

Condition: Journal entries are prepared during the normal course of business. However, 
in our audit procedures, we noted that the contractor employed by the Agency to review 
and approve the journal entries posted to the general ledger did not perform these 
services. 

Criteria: Internal controls should be in place that provides adequate oversight for all 
adjustments to the financial records. 

Effect: Financial statement may be materially misstated due to posting improper 
adjustments. 

Recommendation: The Agency should more directly supervise the independent and 
knowledgeable contractor employed for this purpose to assure itself that their services 
are provided on a regular basis, such as weekly or monthly, and that appropriate 
evidence of the review be obtained. 

Management's Response: 
Journal entries are reviewed periodically, but not on a regular basis. As a corrective 
action going forward, they will be reviewed by the authorized person independent from 
initiation of journal entry on a monthly basis with documentation of the review. 

Compliance Findings: 

None. 
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Cornick Garber Sandler 

REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS 
AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GENERALLY ACCEPTED 
GOVERNMENT AUDITING STANDARDS WHEN AUDITOR'S PROCEDURES 

DISCLOSE NO MATERIAL INSTANCES OF NONCOMPLIANCE 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
1776 Eastchester Road, Suite 225 
Bronx, New York 10461-2330 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Community Resource Center for the Developmentally Disabled, Inc. ("the 
Agency") which comprise the statement of financial position as of June 30, 2014, and the 
related statements of activities, functional expenses and cash flows for the year then ended, 
and the related notes to the financial statements and have issued the report thereon dated 
October 30, 2014. 

Compliance with laws, regulations, contracts and grants applicable to the Agency is the 
responsibility of the Agency's management. 

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

The purpose of this report is solely to describe the scope of our testing of compliance and the 
results of that testing, and not to provide an opinion on compliance. This report is an integral 
part of an audit performed in accordance with Government Auditing Standards in considering 
the entity's internal control and compliance. Accordingly, this communication is not suitable for 
any other purpose. 

New York, New York 
October 30, 2014 

Cornick, Garber & Sandler, LLP 

~.,~~, 9J.1~~S .... ~I~r 
CERTIFIED PUBLIC ACCOUNTANTS 

cgscpa.com 

Cornick Garber Sandler 

REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS 
AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GENERALLY ACCEPTED 
GOVERNMENT AUDITING STANDARDS WHEN AUDITOR'S PROCEDURES 

DISCLOSE NO MATERIAL INSTANCES OF NONCOMPLIANCE 

INDEPENDENT AUDITOR'S REPORT 
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we do not express such an opinion. The results of our tests disclosed no instances of 
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~.,:...~, 9J.1~~S'M ~I~r 
CERTIFIED PUBLIC ACCOUNTANTS 
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STEPHEN J. GANNS Certified Public Accountant 

steve@gannscpa.com 

To the Board of Directors 

7-11 South Broadway • Suite 209· White Plains, New York 10601 
Phone 914.682.7007. Fax 914.946.8286 

INDEPENDENT AUDITOR'S REPORT 

Community Resource Center for the Developmentally Disabled, Inc. 
Bronx, New York 

Report on the Financial Statements 

I have audited the accompanying financial statements of COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. (the "Agency") which comprise the 
statement of financial position as of June 30, 2013, and the related statements of activities, 
functional expenses and cash flows for the year then ended, and the related notes to the 
financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditors' Responsibility 

My responsibility is to express an opinion on these financial statements based on my audit. I 
conducted my audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that I plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. Accordingly, I express no such opinion. An audit also includes 
evaluating ·the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates' made by management, as well as evaluating the overall 
presentation of the financial statements. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 

(Continued) 

Accounting and Tax Services· Financial and Estate Planning 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 

Page Two 

Opinion 

In my opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Community Resource Center for the Developmentally Disabled, Inc. as 
of June 30, 2013, and the changes in net assets and its cash flows for the year thEm ended in 
accordance with accounting principles generally accepted in the United States of America. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, I have also issued my reports dated 
November 19, 2013 on my consideration of the internal control over financial reporting and on 
my tests of compliance with certain provisions of laws, regulations, contracts, and grants. 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 
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 an entity's 
internal control over financial reporting and compliance. 

Stephen J. Ganns, C.P.A. 
White Plains, New York 
November 19, 2013 

STEPHEN J. GANNS CertifiedPublicAccountant 
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COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF FINANCIAL POSITION 

Current assets: 
Cash and cash equivalents 
Accounts receivable 
Prepaid expenses 

Total current assets 

Fixed assets: 

JUNE 30, 2013 

ASSETS 

Property and equipment (at cost, less accumulated 
depreciation of $2,569,723) 

Other assets: 
Refinancing costs (at cost, less accumulated 

amortization of $126,584) 
Due from related party 
Security deposits 

Total other assets 

TOTAL ASSETS 

See accompanying notes 
1 

$ 101,941 
36,201 

115,486 

$ 2,104,496 
1,588,754 

222,954 

3,916,204 

2,223,781 

253,628 

$ 6,393,613 

Current liabilities: 
Accounts payable 
Accrued expenses 
Current portion of long-term deb!: 

Loans payable (NYSOPWDD) 
Bonds payable 
Lease payable 

Total current liabilities 

Long-term liabilities: 

LIABILITIES 

Long-term debt, net of current portion above: 
Bonds payable 
Lease payable 
Security deposit- Grace Outreach 
Deferred rent 

Total current liabilities 

Total liabilities 

Unrestricted net assets 

TOTAL 

NET ASSETS 

$ 575,668 
1,102,710 

$ 84,150 
175,100 

14,464 273,714 

2,325,569 
22,682 

1,952,092 

2,348,251 
2,147 

77,376 

2,427,774 

4,379,866 

2,013,747 

$ 6,393,613 
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COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2013 

Revenue: 

Medicaid 
Consumer participation 
Other income 

Total revenue 

Functional expenses: 
Program services expenses 
General and administrative expenses 

Total functional expenses 

Increase in unrestricted net assets before 
depreciation, amortization and interest expense 

Depreciation and amortization expense 
Interest expense 

Increase in unrestricted net assets 

Unrestricted net assets: 
Beginning of year - July 1, 2012 

UNRESTRICTED NET ASSETS: 
END OF YEAR - JUNE 30, 2013 

$ 14,753,925 
443,649 
206,086 

13,215,238 
1,526,503 

See accompanying notes 
2 

$ 15,403,660 

14,741,741 

661,919 

(210,473) 
(133,437) 

318,009 

1,695,738 

$ 2,013,747 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2013 

Program General and 
Services 

Payroll $ 6,849,867 
Payroll taxes and fringe benefits 2,794,629 
Rent - property 378,936 
Food 316,832 
Assessment fees 627,855 
Professional clinical services 105,426 
Day Hab Services 1,073,748 
Supplies - household housekeeping/laundry 129,787 
Repairs and maintenance 117,275 
Recreation and consumer care 63,163 
Bank fees 

Professional fees 
Insurance 133,739 
Equipment 61,170 
Dues/subscriptions/hiring fees 6,480 
Telephone 29,490 
Lease and vehicle expense 44,563 
Lease of equipment 23;216 
Training - staff 28,844 
Transportation - staff 16,844 
Supplies - program/medical 125,517 
Utilities 113,170 
Transportation - consumers 121,429 
Supplies 26,293 
Supplies - medical equipmenUmaintenance 4,423 
Computer expense 
Building registration/bond administration 

expense 8,337 
VOICF replacement reserve 7,500 
Miscellaneous 6,705 

Total Expenses $ 13,215,238 

See accompanying notes 
3 

Administrative 

$ 789,179 
326,907 
133,895 

8,077 

7,979 

880 
20,525 

113,884 
11,029 
1,708 

19,691 
30,346 
18,694 

3,885 
5,983 
1,541 
5,236 

34 

27,030 

$ 1,526,503 

Total 
Expenses 

$ 7,639,046 
3,121,536 

512,831 
324,909 
627,855 
105,426 

1,073,748 
137,766 
117,275 

64,043 . 
20,525 

113,884 
144,768 
62,878 
26,171 
59,836 
63,257 
27,101 
34,827 
18,385 

130,753 
113,170 
121,463 

26,293 
4,423 

27,030 

8,337 
7,500 
6,705 

$ 14,741,741 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2013 

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

Cash flows from operating activities: 
Increase in unrestricted net assets 

Adjustments to reconcile results of operations to net cash 
effect of operating activities: 

Depreciation and amortization expense 
Change in assets and liabilities: 

Accounts receivable 
Prepaid expenses 
Due from related party 
Security deposits 
Accounts payable 
Accrued expenses 
Rent payable 

Net cash used for operating activities 

Cash flows from investing activities: 
Purchase of property and equipment 

Cash flows from financing activities: 
Payment of NYSOPWDD loans payable, net 
Payments of bonds payable 
Lease obligations for new equipmenl 

Net cash used for financing activities 

Net decrease in cash and cash equivlalents 

Cash and cash equivalents - July 1, 2012 

CASH AND CASH EQUIVALENTS - JUNE 30, 2013 

Supplemental disclosure of cash flow information: 
Cash paid during the year for interest 

See accompanying notes 
4 

$ 318,009 

210,473 

(216,291 ) 
8,787 
8,981 
2,047 

344,941 
(962,285) 

11,380 

(1,023,044) 
(155,580) 

(22,021 ) 

$ (273,958) 

(57,261) 

(1,200,645) 

(1,531,864) 

3,636,360 

$ 2,104,496 

$ 133,437 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies 

Organization and Nature of Activities 

Community Resource Center for the Developmentally Disabled, Inc. ("the Agency") is 
a non-profit corporation organized under the laws of the State of New York. It 
commenced operations on March 14, 1979 and currently operates residential 
facilities for individuals with developmental disabilities in New York City and 
Westchester County. 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United 
States of America. The Agency has considered subsequent events occurring 
through November 19, 2013 for the purpose of preparing these financial statements. 

Basis of Presentation 

The Agency follows the reporting format of the standard on "Financial Statements of 
Not-For-Profit Organizations" issued by the Financial Accountings Standards Board 
which requires that information about financial position and activities is reported 
according to three categories of net assets: unrestricted net assets, temporarily 
restricted net assets and permanently restricted net assets. At June 30, 2013, 100% 
of all assets were unrestricted. The Agency's policy is to separately report any 
restricted amounts only if the restriction has not been satisfied by year-end. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Depreciation and Amortization of Property and Equipment 

In accordance with the New York State Office for People with Developmental 
Disabilities ("NYSOPWDD") regulations, the cost of equipment, vehicles, furniture 
and fixtures and capital leases are capitalized and depreciated or amortized using a 
straight-line method over a period of 60 months. The buildings located at 61 
Florence Street, 1463 Arnow Avenue, and 755 East 147lh Street (Wales Avenue) are 
depreciated using a straight-line method over 20 to 25 years. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Depreciation and Amortization of Property and Equipment (Continued) 

Leasehold improvements are amortized over the shorter of the lease term or useful 
life. 

Revenue 

The Agency receives revenues for services from the NYSOPWDD and the Social 
Security Administration for billable client services and recognizes these fees and 
income when earned. 

Contributions 

All contributions are considered available for unrestricted use unless specifically 
restricted by the donor. Amounts received that are designated for future periods or 
restricted by the donor for specific purposes are reported as temporarily restricted or 
permanently restricted support that increases those net asset classes. When a 
temporary 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. The Agency had no temporarily or permanently restricted 
net assets for the fiscal year ended June 30, 2013. 

Income Tax Status 

The Agency is a riot-for-profit organization that is exempt from income taxes under 
Section 501 (c) (3) of the Internal Revenue Code. 

Cash and Cash Equivalents 

The Agency considers as cash equivalents all highly liquid investments with a 
maturity of three months or less when purchased. 

Accounts Receivable and Allowance for Doubtful Accounts 

Accounts receivable are recorded at the invoiced amount. There were no accounts 
receivable balances older than 90 days as of June 30, 2013. The Agency considers 
all accounts receivable 100% collectible. The allowance for doubtful accounts, the 
Company's best estimate of the amount of probable credit losses in existing 
accounts receivable, equals zero at June 30, 2013. The Company determines the 
allowance based on historical write-off experience and customer specific data. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Functional Allocation of Expenses 

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

Refinancing Costs 

Costs incurred in connection with obtaining mortgages are capitalized and amortized 
on a straight-line basis over the term of the mortgage. 

NOTE B - Property and Equipment 

At June 30, 2013, property and equipment is summarized as follows: 

Equipment, vehicles, furniture, fixtures and 
leasehold and building improvements 

Land 
Buildings 

Less accumulated depreciation 

Total 

NOTE C - Related Party Transactions 

$2,189,566 
162,800 

2,441,138 

4,793,504 

2,569,723 

$2223781 

As of June 30, 2013, the related party owed $36,201 to the Agency. This amount is 
owed to the Agency by CRCDD Housing Co., Inc., an affiliated organization 
managed but not financially controlled by the Agency. To recoup the monies owed, 
the related party and the Agency have negotiated a rent increase in CRCDD Housing 
Co., Inc.'s annual rent. The related party has also agreed on a year to year review of 
the rent and agreed to an increase for 2012 that will allow the balance to be reduced. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE C - Related Party Transactions (Continued) 

The entity CRCDD Housing Co., Inc. is a HUD housing project, which in the past 
provided shelter for some of the Agency's clients. There is currently a management 
arrangement only between the two entities. Therefore, the entity does not qualify to 
be consolidated or reported as an equity investment on the books of the Agency. 

NOTE D - Retirement Plans 

The Agency adopted a retirement trust as of June 30, 1988 for all qualified 
employees. The plan conforms to the requirements of Section 401 (a) of the Internal 
Revenue Code of 1986. Information as to vested and non-vested earned benefits, 
as well as plan assets, under the retirement trust is readily available. Since the 
retirement plan is a "profit sharing" plan, the Agency may make contributions 
between minimum and maximum amounts at its discretion. 

The Section 403(b) of the Internal Revenue Code is a salary deferral plan which both 
the Agency and its employees can make contributions to. 

The Agency contributed $232,164 to the plans for the benefit of its employees for the 
year ended June 30, 2013. 

NOTE E - Net Assets 

Net assets as of July 01, 2012 

Current year changes in net assets 

NET ASSETS AS OF June 30, 2013 

$1,695,738 

318,009 

$2,013,747 

NOTE F - Loans Payable to the New York State Office for People with Developmental 
Disabilities 

The Agency owes the NYSOPWDD, (formerly NYSOMRDD) approximately $84,000 
for assessments, improvements and other expenses on the operations of the 
Agency's facilities. During the year ended June 30, 2013, the Agency has paid 
approximately $31,700 a week to repay their obligations to NYSOPWDD as of 
June 30, 2012 plus additional assessments during the year ended June 30, 2013. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE G - Line of Credit 

Pursuant to an arrangement with a bank, the Agency was able to borrow up to 
$500,000 under a secured line of credit which was renewable annually and could be 
cancelled by the bank or the Agency at any time. The line was secured by all assets 
of the Agency. Interest was payable at the bank's prime rate plus one percent, which 
was 4.25% as at June 30, 2013. As at June 30, 2013, the Agency had no related 
debt outstanding. The line of credit was canceled by the Agency on July 8, 2013. 

On August 6, 2013, the Agency entered into an agreement with another bank for a 
line of credit up to $1,000,000. The line of credit is renewable annually, secured by 
the Agency's assets, and bears the interest at the USOR rate plus 2%. 

NOTE H - Bonds Payable 

Capital Improvement Bond Payable - NYSOPWDD 

In December 2002, the Agency was approved for a Capital Improvement Fund 
Contrapt from NYSOPWDD (formerly NYSOMRDD) for $933,047 to purchase their 
new facility ("Arnow") and make the necessary improvements to the building. As of 
June 30, 2006, the Agency returned $58,047 of funds to the NYSOPWDD. On 
August 30, 2005, the Agency closed on the bond related to this capital improvement 
fund contract. The bond in the amount of $875,700 has a life of 15 years and will be 
paid in full in the year 2020. The interest rate is 4.783034%. 

Dormitory Authority of the State of New York Administration Bond Payable 

The Agency received a Dormitory Authority of the State of New York Administration 
Bond through NYSOPWDD (formerly NYSOMRDD). The bond has a life of 25 years 
and will be paid in full in the year 2025. The interest rate is 5.554%. This bond is for 
the facility located at 755 East 147th Street and Wales Avenue ("Wales"). The 
Agency receives an amount equal to the mortgage payment each month in the 
reimbursement rate for this facility. 

New York City Industrial Development Agency 

In October 2007, the Agency entered into an agreement to borrow funds from the . 
New York City Industrial Development Agency for the building renovation, and 
purchase of furniture and equipment for 631 Pelham Parkway. The maximum 
amount of the borrowings is $1,160,000 with a variable interest rate of 4.10% to 
5.30%. The bond has a life of 18 years and will be paid in full in the year 2027. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE H- Bonds Payable (Continued) 

New York City Industrial Development Agency (Continued) 

The bonds are payable as follows: 

Years ending June 30: 

2014 
2015 
2016 
2017 
2018 

Thereafter 

NOTE I - Commitments 

Wales 

$ 60,000 
60,000 
60,000 
70,000 
70,000 

784,244 

$1,104,244 

Employment Agreement 

Arnow Pelham 

$ 60,100 $ 55,000 
63,400 55,000 
65,000 55,000 
69,900 55,000 
73,100 55,000 

184,925 605,000 

$ 516,425 $ 880,000 

Total 

$ 175,100 
178,400 
180,000 
194,900 
198,100 

1,574,169 

$2,500,669 

On July 1, 2010, the Agency executed a five year employment agreement with its 
executive director providing for an annual base compensation of $161,600 per year, 
with yearly adjustments being the higher of the NYSOPWDD, (formerly 
NYSOMRDD) trend or 4.0%. 

Leases 

The Agency leases its current office and various residences for the developmentally 
disabled under operating leases expiring at various dates through July 2025. Rent 
expense for the year ended June 30, 2013 was approximately $513,000. The renials 
under these leases are recorded for financial accounting purposes on a straight-line 
basis. Accrued future rentals of $77,376 at June 30, 2013 give effect to both future 
scheduled increases and certain concessions at lease inception. This liability will be 
reduced in future years to the extent that the minimal rentals payable in those years 
exceeds the average net expense recorded on the straight-line basis. In accordance 
with generally accepted accounting principles, the straight-line rent adjustment 
amounted to $11,380 for the year ended June 30, 2013. 

The Agency leases autos and office equipment under operating leases expiring at 
various times through March 2014. Rent expense related to these leases for the 
year ended June 30, 2013 was approximately $34,000. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE I - Commitments (Continued) 

Leases (Continued) 

The Agency leases office equipment under capital leases expiring at various times 
through November 2015. Depreciation of assets under capital leases is included in 
depreciation expense. The cost of assets and accumulated depreciation under 
capital leases was approximately $107,000 and $75,000, respectively, at June 30, 
2013. 

Future minimum lease payments under scheduled capital and operating leases are 
due as follows: 

Years ending June 30: 
2014 
2015 
2016 
2017 
2018 

Thereafter 

Total minimum lease payments 

Less amount representing interest 
between 7.250% - 7.959% 

Obligations under capital lease 

Less current portion 

Long-term portion 

(Continued) 
11 

Capital 
Leases 

$ 17,041 
17,041 

7,100 

41,182 

4,036 

37,146 

14,464 

$ 22,682 

Operating 
Leases Total 

$ 246,539 $ 263,580 
102,877 119,918 

82,576 89,676 
83,054 83,054 
85,546 85,546 

272,346 272;346 

$ 872,938 $ 914,120 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE J. Concentration of Risk 

The Agency maintains both interest bearing and non-interest bearing cash accounts 
at one financial institution. The Agency's accounts at the institution are insurable by 
the Federal Deposit Insurance Corporation (F.D.I.C.) up to $250,000. From time to 
time, the Agency's balance may exceed this limit. At June 30, 2013, the uninsured 
cash balance was approximately $1,952,000. The Agency believes it is not exposed 
to any significant credit risk on cash. 

NOTE K - Rental Revenue 

The Agency subleases space to an unrelated party, for an annual rent, in equal 
monthly installments payable in advance, which is set to expire on August 31, 2014. 
The amount of rental revenue for the year ended June 30, 2013 amounted to 
approximately $37,000 and is included in other income on the statement of activities. 

12 

STEPHEN J. GANNS Certified Public Accountant 

steve@gannscpa.com 7-11 South Broadway· Suite 209 • White Plains, New York 10601 
Phone 914.682.7007 • Fax 914.946.8286 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING IN 
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
378 East 151 st Street 
Bronx, New York 10455 

I have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of Community Resource Center for the Developmentally Disabled, Inc. ("the 
Agency") which comprise the statement of financial position as of June 30, 2013, and the 
related statements of activities, functional expenses and cash flows for the year then ended, 
and the related notes to the financial statements and have issued the report thereon dated 
November 19, 2013. 

Internal Control Over Financial Reporting 

Management of the Agency is responsible for establishing and maintaining effective internal 
control over financial reporting. 

In planning and performing the audit, I considered the Agency's internal control over financial 
reporting as a basis for designing my audit procedures for the purpose of expressing my opinion 
on the financial statements, but not for the purpose of opining on the effectiveness of the 
Agency's internal control over financial reporting. Accordingly, I do not express an opinion on 
the effectiveness of the Agency'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, when performing their assigned functions, to prevent, or detect and 
timely corrett misstatements. A material weakness is a deficiency, or combination of internal 
control deficiencies resulting in more than a reasonable possibility that a material misstatement 
of the Agency's financial statements will not be prevented, or detected and corrected on a timely 
basis. I consider the deficiencies 13-1 and 13-2 described in the accompanying schedule of 
findings and responses to be material weaknesses. 

My consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and, therefore, material weaknesses or 
significant deficiencies may exist that Ire not identified. 

(Continued) 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING IN 
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Recourse Center for the Developmentally Disabled, Inc 
378 East 151 st Street 
Bronx, New York 10455 

. Page Two 

The Agency's Response to Findings 

The Agency's responses to the findings identified in my audit are described in the 
accompanying schedule of findings and responses. The Agency's response was not subjected 
to the auditing procedures applied in the audit of the financial statements and, accordingly, I 
express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of my testing of internal control and 
the result of that testing, and not to provide an opinion on the effectiveness of the entity's 
internal control. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control. Accordingly, this 
communication is not suitable for any other purpose. 

Stephen J. Ganns, C.P.A. 
White Plains, New York 
November 19,2013 

STEPHEN J, GANNS CertifiedpublicAccountant 

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

SCHEDULE OF FINDINGS AND RESPONSE 

FOR THE YEAR ENDED JUNE 30, 2013 

Financial Statements Findings: 

13-1 Journal Entries 

Condition: Journal entries are prepared during the normal course of business. However, 
in my audit procedures, I noted that the journal entries posted to the general ledger 
were not reviewed and approved on a consistent basis. Also, adequate documentation 
was not maintained for all entries. 

Criteria: Internal controls should be in place that provides adequate oversight for all 
adjustments to the financial records. 

Effect: Financial statement may be materially misstated due to posting improper 
adjustments. 

Recommendation: Someone independent and knowledgeable of the preparation of 
journal entries should review all adjustments on a regular basis, such as weekly or 
monthly, then initial and date to provide evidence of the review. 

Management's Response: 
Journal entries are reviewed periodically, but not on a regular basis. As a corrective 
action going forward, they will be reviewed by the authorized person independent from 
initiation of journal entry on a monthly basis. 

13-2 Lack of Supporting Documentation 

Condition: My audit procedures disclosed transactions, such as purchases of food, 
where the proper supporting documentation was not able to be located causing a 
deficiency in the audit trail. 

Criteria: Internal controls should be in place that provides adequate oversight for all 
activities related to the financial reporting. 

Effect: Financial statement may be materially misstated due posting fraudulent or 
improper transactions. 

Recommendation: I recommend the Agency maintain and file all documentation which 
supports any and all activity within the entity. The acceptance of purchases should be 
supported by the proper documentation with indication of the matching to the purchase 
order and verification of the quantity of items delivered. 

(Continued) 
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COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

SCHEDULE OF FINDINGS AND RESPONSE 

FOR THE YEAR ENDED JUNE 30, 2013 

13-2 Lack of Supporting Documentation (Continued) 

Management's Response: 
Management will address this issue that requires all supporting documentation, such as 
signed, dated and reviewed purchase slips, filed with purchase orders and invoices. 

Compliance Findings: 

None. 
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STEPHEN J. GANNS
steveganns@optonline.net

Certified Public Accountant

7-11 South Broadway' Suite 4' White Plains, New York 10601
Phone 914.682.7007' Fax 91 4.946.8286

INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Community Resource Center for the Developmentally Disabled, Inc.
Bronx, New York

I have audited the accompanying statement of financial position of COMMUNITY RESOURCE
CENTER FOR THE DEVELOPMENTALLY DISABLED, INC. (the "Agency") as of June 30, 2012
and the related statements of activities, functional expenses and cash flows for the year then
ended. These financial statements are the responsibility of the Agency's management. My
responsibility is to express an opinion on these financial statements based on my audit.

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

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Agency as of June 30, 2012, the changes in its net assets, and its
cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

In accordance with GAGAS, I have also issued a report dated November 28, 2012 on my
consideration of the Agency's internal control over financial reporting and my tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an
integral part of an audit performed in accordance with GAGAS and should be read in
conjunction with this report in considering the results of my audit.

()} . (\'1 '; ()
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Stephen J.Ganns, C.P.A.
White Plains, New York
November 28,2012

Accounting and Tax Services' Financial and Estate Planning

STEPHEN J. GANNS Certified Public Accountant 

steveganns@optonline.net 7-11 South Broadway· Suite 4' White Plains, New York 10601 
Phone 914.682.7007' Fax 91 4.946.8286 

INDEPENDENT AUDITOR'S REPORT 

The Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
Bronx, New York 

I have audited the accompanying statement of financial position of COMMUNITY RESOURCE 
CENTER FOR THE DEVELOPMENTALLY DISABLED, INC. (the "Agency") as of June 30, 2012 
and the related statements of activities, functional expenses and cash flows for the year then 
ended. These financial statements are the responsibility of the Agency's management. My 
responsibility is to express an opinion on these financial statements based on my audit. 

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

In my opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the Agency as of June 30, 2012, the changes in its net assets, and its
cash flows for the year then ended in conformity with accounting principles generally accepted 
in the United States of America. 

In accordance with GAGAS, I have also issued a report dated November 28, 2012 on my 
consideration of the Agency's internal control over financial reporting and my tests of its 
compliance with certain provisions of laws, regulations, contracts and grants. That report is an 
integral part of an audit performed in accordance with GAGAS and should be read in 
conjunction with this report in considering the results of my audit. 
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Stephen J.Ganns, C.P.A. 
White Plains, New York 
November 28,2012 
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COMMUNITY RESOURCE CENTER
FOR THE DEVELOPMENTALLY DISABLED,INC.

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2012

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total current assets

Fixed assets:
Property and equipment (at cost, less accumulated

depreciation of $2,367,112)

$ 3,636,360
1,372,463

231,741

5,240,564

2,369,132

Other assets:
Refinancing costs (at cost, less accumulated

amortization of $118,723)
Due from related party
Security deposits

Total other assets

TOTAL ASSETS

$ 109,802
45,182

117,591

$

272,575

7,882,271

See accompanying notes
1

COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED,INC. 

STATEMENT OF FINANCIAL POSITION 

Current assets: 
Cash and cash equivalents 
Accounts receivable 
Prepaid expenses 

Total current assets 

Fixed assets: 

JUNE 30, 2012 

ASSETS 

Property and equipment (at cost, less accumulated 
depreciation of $2,367,112) 

Other assets: 
Refinancing costs (at cost, less accumulated 

amortization of $118,723) 
Due from related party 
Security deposits 

Total other assets 

TOTAL ASSETS 

$ 

See accompanying notes 
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109,802 
45,182 

117,591 

$ 

$ 

3,636,360 
1,372,463 

231,741 

5,240,564 

2,369,132 

272,575 

7,882,271 

LIABILITIES

Current liabilities:
Accounts payable
Accrued expenses
Current portion of long-term debt:

Loan payables (NYSOPWDD)
Bonds payable
Lease payable

Total current liabilities

Long-term liabilities:
Long-term debt, net of current portion above:

Bonds payable
Lease payable
Security deposit- Grace Outreach
Deferred rent

Total liabilities

NET ASSETS
Unrestricted net assets

TOTAL

$ 1,107,194
161,900

22,484

2,494,349
36,683

$

$

230,727
2,064,995

1,291,578

3,587,300

2,531,032
2,205

65,996

6,186,533

1,695,738

7,882,271

Current liabilities: 
Accounts payable 
Accrued expenses 
Current portion of long-term deb!: 

Loan payables (NYSOPWDD) 
Bonds payable 
Lease payable 

Total current liabilities 

Long-term liabilities: 

LIABILITIES 

Long-term debt, net of current portion above: 
Bonds payable 
Lease payable 
Security deposit- Grace Outreach 
Deferred rent 

Total liabilities 

Unrestricted net assets 

TOTAL 

NET ASSETS 

$ 1,107,194 
161,900 

22,484 

2,494,349 
36,683 

$ 

$ 

230,727 
2,064,995 

1,291,578 

3,587,300 

2,531,032 
2,205 

65,996 

6,186,533 

1,695,738 

7,882,271 
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COMMUNITY RESOURCE CENTER
FOR THE DEVELOPMENTALLY DISABLED, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2012

Revenue:
Medicaid
Consumer participation
Other income

Total revenue

Functional expenses:
Program expenses
General and administrative expenses

Total functional expenses

Increase in unrestricted net assets before
depreciation, amortization and interest expense

Depreciation and amortization expense
Interest expense

Increase in unrestricted net assets

Unrestricted net assets:
Beginning of year - July 1, 2011

UNRESTRICTED NET ASSETS,
END OF YEAR - JUNE 30, 2012

See accompanying notes
2

13,894,177
446,992
135,301

12,211,322
1,506,167

$ 14,476,470

13,717,489

758,981

213,963
153,199

391,819

1,303,919

$ 1,695,738

COMMUNITY RESOURCE CENTER 
FOR THE DEVELOPMENTALLY DISABLED, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2012 

Revenue: 

Medicaid 
Consumer participation 
Other income 

Total revenue 

Functional expenses: 

Program expenses 
General and administrative expenses 

Total functional expenses 

Increase in unrestricted net assets before 

depreciation, amortization and interest expense 

Depreciation and amortization expense 
Interest expense 

Increase in unrestricted net assets 

Unrestricted net assets: 
Beginning of year - July 1, 2011 

UNRESTRICTED NET ASSETS, 
END OF YEAR - JUNE 30, 2012 

See accompanying notes 
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13,894,177 

446,992 
135,301 

12,211,322 
1,506,167 

$ 14,476,470 

13,717,489 

758,981 

213,963 
153,199 

391,819 

1,303,919 

$ 1,695,738 

COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2012

Program General and Total
Services Administrative Expenses

Payroll 6,859,049 787,691 $ 7,646,740
Payroll taxes and fringe benefits 2,830,574 325,065 3,155,639
Rent - property 377,361 132,679 510,040
Food 293,744 8,106 301,850
Assessment fees 556,101 556,101
Professional clinical services 123,545 123,545
Supplies - household housekeeping/laundry 134,309 5,408 139,717
Repairs and maintenance 108,665 108,665
Recreation and consumer care 74,877 1,598 76,475
Bank fees 5,530 5,530

Professional fees 138,793 138,793
Insurance 124,779 10,598 135,377
Equipment 60,187 660 60,847
Dues/subscriptions/hiring fees 10,301 16,815 27,116
Telephone 35,816 14,080 49,896
Lease and vehicle expense 73,926 7,805 81,731
Lease of equipment 25,403 3,869 29,272
Training - staff 25,452 6,133 31,585
Transportation - staff 35,347 3,552 38,899
Supplies - program/medical 124,149 8,851 133,000
Utilities 118,249 118,249
Transportation - consumers 122,729 122,729
Sheltered workshop 36,735 36,735
Supplies 22,601 22,601
Supplies - medical equipment/maintenance 9,526 9,526
Healthcare enhancement and adjustments 4,796 2,663 7,459
Computer expense 26,271 26,271
Building registration/bond administration

expense 10,775 10,775
VOICF replacement reserve 7,500 7,500
Miscellaneous 4,826 4,826

Total Expenses $ 12,211,322 $ 1,506,167 $ 13,717,489

See accompanying notes
3
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FOR THE YEAR ENDED JUNE 30, 2012 

Program 
Services 

Payroll 6,859,049 
Payroll taxes and fringe benefits 2,830,574 
Rent - property 377,361 
Food 293,744 
Assessment fees 556,101 
Professional clinical services 123,545 
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Supplies - medical equipment/maintenance 9,526 
Healthcare enhancement and adjustments 4,796 
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Building registration/bond administration 

expense 10,775 
VOICF replacement reserve 7,500 
Miscellaneous 4,826 

Total Expenses $ 12,211,322 

See accompanying notes 
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301,850 
556,101 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2012

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Increase in unrestricted net assets

Adjustments to reconcile results of operations to net cash
effect of operating activities:

Depreciation and amortization expense
Change in assets and liabilities:

Accounts receivable
Prepaid expenses
Due from related party
Security deposits
Accounts payable
Accrued expenses
Rent payable

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of property and equipment

Cash flows from financing activities:
Proceeds from NYSOPWDD loans payable
Payments of bonds payable
Payments of notes payable
Lease obligations for new equipment

Net cash provided by financing activities

Net Increase in cash and cash equivalents

Cash and cash equivalents - july 1, 2011

CASH AND CASH EQUIVALENTS - JUNE 30, 2012

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

See accompanying notes
4

$ 391,819

213,963

107,247
(31,581 )

3,680
(98,333)
(68,857)

1,128,168
14,268

737,698
24,774

(20,377)

$ 1,660,374

(31,866)

742,095

2,370,603

1,265,757

$ 3,636,360

153,199

COMMUNITY RESOURCE CENTER FOR THE 
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Supplemental disclosure of cash flow information: 
Cash paid during the year for interest 

See accompanying notes 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE A - Summary of Significant Accounting Policies

Organization and Nature of Activities

Community Resource Center for the Developmentally Disabled, Inc. ("the Agency") is
a non-profit corporation organized under the laws of the State of New York. It
commenced operations on March 14, 1979 and currently operates residential
facilities for individuals with developmental disabilities in New York City and
Westchester County.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America. The Agency has considered subsequent events occurring
through November 28, 2012 for the purpose of preparing these financial statements.

Basis of Presentation

The Agency follows the reporting format of the standard on "Financial Statements of
Not-For-Profit Organizations" issued by the Financial Accountings Standards Board
which requires that information about financial position and activities is reported
according to three categories of net assets: unrestricted net assets, temporarily
restricted net assets and permanently restricted net assets. At June 30, 2012, 100%
of all assets were unrestricted. The Agency's policy is to separately report any
restricted amounts only if the restriction has not been satisfied by year-end.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Depreciation and Amortization of Property and Equipment

In accordance with the New York State Office for People with Developmental
Disabilities ("NYSOPWDD") regulations, the cost of equipment, vehicles, furniture
and fixtures and capital leases are capitalized and depreciated or amortized using a
straight-line method over a period of 60 months. The buildings located at 61
Florence Street, 1463 Arnow Avenue, and 755 East 14yth Street (Wales Avenue) are
depreciated using a straight-line method over 20 years.
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NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies 

Organization and Nature of Activities 

Community Resource Center for the Developmentally Disabled, Inc. ("the Agency") is 
a non-profit corporation organized under the laws of the State of New York. It 
commenced operations on March 14, 1979 and currently operates residential 
facilities for individuals with developmental disabilities in New York City and 
Westchester County. 

Basis of Accounting 

The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United 
States of America. The Agency has considered subsequent events occurring 
through November 28, 2012 for the purpose of preparing these financial statements. 

Basis of Presentation 

The Agency follows the reporting format of the standard on "Financial Statements of 
Not-For-Profit Organizations" issued by the Financial Accountings Standards Board 
which requires that information about financial position and activities is reported 
according to three categories of net assets: unrestricted net assets, temporarily 
restricted net assets and permanently restricted net assets. At June 30, 2012, 100% 
of all assets were unrestricted. The Agency's policy is to separately report any 
restricted amounts only if the restriction has not been satisfied by year-end. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Depreciation and Amortization of Property and Equipment 

In accordance with the New York State Office for People with Developmental 
Disabilities ("NYSOPWDD") regulations, the cost of equipment, vehicles, furniture 
and fixtures and capital leases are capitalized and depreciated or amortized using a 
straight-line method over a period of 60 months. The buildings located at 61 
Florence Street, 1463 Arnow Avenue, and 755 East 14yth Street (Wales Avenue) are 
depreciated using a straight-line method over 20 years. 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE A· Summary of Significant Accounting Policies (Continued)

Depreciation and Amortization of Property and Equipment (Continued)

Leasehold improvements are amortized over the shorter of the lease term or useful
life.

Revenue

The Agency receives revenues for services from the NYSOPWDD and the Social
Security Administration for billable client services and recognizes these fees and
income when earned.

Contributions

All contributions are considered available for unrestricted use unless specifically
restricted by the donor. Amounts received that are designated for future periods or
restricted by the donor for specific purposes are reported as temporarily restricted or
permanently restricted support that increases those net asset classes. When a
temporary 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. The Agency had no temporarily or permanently restricted
net assets for the fiscal year ended June 30, 2012.

Income Tax Status

The Agency is a not-for-profit organization that is exempt from income taxes under
Section 501 (c) (3) of the Internal Revenue Code.

Cash and Cash Equivalents

The Agency considers as cash equivalents all highly liquid investments with a
maturity of three months or less when purchased.

Accounts receivable and allowance for doubtful accounts

Accounts receivable are recorded at the invoiced amount. There were no accounts
receivable balances older than 90 days as of June 30, 2012. The Agency considers
all accounts receivable 100% collectible. The allowance for doubtful accounts, the
Company's best estimate of the amount of probable credit losses in existing
accounts receivable, equals zero at June 30, 2012. The Company determines the
allowance based on historical write-off experience and customer specific data.

(Continued)
6

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Depreciation and Amortization of Property and Equipment (Continued) 

Leasehold improvements are amortized over the shorter of the lease term or useful 
life. 

Revenue 
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Security Administration for billable client services and recognizes these fees and 
income when earned. 
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All contributions are considered available for unrestricted use unless specifically 
restricted by the donor. Amounts received that are designated for future periods or 
restricted by the donor for specific purposes are reported as temporarily restricted or 
permanently restricted support that increases those net asset classes. When a 
temporary 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. The Agency had no temporarily or permanently restricted 
net assets for the fiscal year ended June 30, 2012. 

Income Tax Status 

The Agency is a not-for-profit organization that is exempt from income taxes under 
Section 501 (c) (3) of the Internal Revenue Code. 

Cash and Cash Equivalents 

The Agency considers as cash equivalents all highly liquid investments with a 
maturity of three months or less when purchased. 

Accounts receivable and allowance for doubtful accounts 

Accounts receivable are recorded at the invoiced amount. There were no accounts 
receivable balances older than 90 days as of June 30, 2012. The Agency considers 
all accounts receivable 100% collectible. The allowance for doubtful accounts, the 
Company's best estimate of the amount of probable credit losses in existing 
accounts receivable, equals zero at June 30, 2012. The Company determines the 
allowance based on historical write-off experience and customer specific data. 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE A - Summary of Significant Accounting Policies (Continued)

Functional Allocation of Expenses

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

Refinancing Costs

Costs incurred in connection with obtaining mortgages are capitalized and amortized
on a straight-line basis over the term of the mortgage.

NOTE B - Property and Equipment

At June 30, 2012, property and equipment is summarized as follows:

Equipment, vehicles, furniture, fixtures and
leasehold and building improvements

Land
Building

Less accumulated depreciation

Total

NOTE C - Related Party Transactions

$2,132,306
162,800

2,441,138

4,736,244

2,367,112

$2369132

As of June 30, 2012, the related party owed $45,182 to the Agency. This amount is
owed to the Agency by CRCDD Housing Co., Inc., an affiliated organization
managed but not financially controlled by the Agency. To recoup the monies owed,
the related party and the Agency have negotiated a rent increase in CRCDD Housing
Co., Inc's annual rent. The related party has also agreed on a year to year review of
the rent and agreed to an increase for 2011 that will allow the balance to be reduced.

(Continued)
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NOTES TO FINANCIAL STATEMENTS 

NOTE A - Summary of Significant Accounting Policies (Continued) 

Functional Allocation of Expenses 

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

Refinancing Costs 

Costs incurred in connection with obtaining mortgages are capitalized and amortized 
on a straight-line basis over the term of the mortgage. 

NOTE B - Property and Equipment 

At June 30, 2012, property and equipment is summarized as follows: 

Equipment, vehicles, furniture, fixtures and 
leasehold and building improvements 

Land 
Building 

Less accumulated depreciation 

Total 

NOTE C - Related Party Transactions 

$2,132,306 
162,800 

2,441,138 

4,736,244 

2,367,112 

$2369132 

As of June 30, 2012, the related party owed $45,182 to the Agency. This amount is 
owed to the Agency by CRCDD Housing Co., Inc., an affiliated organization 
managed but not financially controlled by the Agency. To recoup the monies owed, 
the related party and the Agency have negotiated a rent increase in CRCDD Housing 
Co., Inc's annual rent. The related party has also agreed on a year to year review of 
the rent and agreed to an increase for 2011 that will allow the balance to be reduced. 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE C - Related Party Transactions (Continued)

The entity CRCDD Housing Co., Inc. is a HUD housing project, which in the past
provided shelter for some of the Agency's clients. There is currently a management
arrangement only between the two entities. Therefore, the entity does not qualify to
be consolidated or reported as an equity investment on the books of the Agency.

NOTE D - Retirement Plans

The Agency adopted a retirement trust as of June 30, 1988 for all qualified
employees. The plan conforms to the requirements of Section 401 (a) of the Internal
Revenue Code of 1986. Information as to vested and non-vested earned benefits,
as well as plan assets, under the retirement trust is readily available. Since the
retirement plan is a "profit sharing" plan, the Agency may make contributions
between minimum and maximum amounts at its discretion.

The Section 403(b) of the Internal Revenue Code is a salary deferral plan which both
the Agency and its employees can make contributions to.

The Agency contributed $267,803 to the plans for the benefit of its employees for the
year ended June 30, 2012.

NOTE E - Net Assets

Net assets as of July 01, 2011

Current year changes in net assets

NET ASSETS AS OF June 30, 2012

$1,303,919

391,819

$1,695.738

NOTE F - Loans Payable to the New York State Office for People with Developmental
Disabilities

The Agency owes the NYSOPWDD, (formerly NYSOMRDD) approximately
$1,107,000 for assessments, improvements and other expenses on the operations of
the Agency's facilities. During the year ended June 30, 2012, the Agency has paid
approximately $47,600 a week to repay their obligations to NYSOPWDD.

(Continued)
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NOTES TO FINANCIAL STATEMENTS 

NOTE C - Related Party Transactions (Continued) 

The entity CRCDD Housing Co., Inc. is a HUD housing project, which in the past 
provided shelter for some of the Agency's clients. There is currently a management 
arrangement only between the two entities. Therefore, the entity does not qualify to 
be consolidated or reported as an equity investment on the books of the Agency. 

NOTE D - Retirement Plans 

The Agency adopted a retirement trust as of June 30, 1988 for all qualified 
employees. The plan conforms to the requirements of Section 401 (a) of the Internal 
Revenue Code of 1986. Information as to vested and non-vested earned benefits, 
as well as plan assets, under the retirement trust is readily available. Since the 
retirement plan is a "profit sharing" plan, the Agency may make contributions 
between minimum and maximum amounts at its discretion. 

The Section 403(b) of the Internal Revenue Code is a salary deferral plan which both 
the Agency and its employees can make contributions to. 

The Agency contributed $267,803 to the plans for the benefit of its employees for the 
year ended June 30, 2012. 

NOTE E - Net Assets 

Net assets as of July 01, 2011 

Current year changes in net assets 

NET ASSETS AS OF June 30, 2012 

$1,303,919 

391,819 

$1.695.738 

NOTE F - Loans Payable to the New York State Office for People with Developmental 
Disabilities 

The Agency owes the NYSOPWDD, (formerly NYSOMRDD) approximately 
$1,107,000 for assessments, improvements and other expenses on the operations of 
the Agency's facilities. During the year ended June 30, 2012, the Agency has paid 
approximately $47,600 a week to repay their obligations to NYSOPWDD. 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE G - Line of Credit

Pursuant to an arrangement with a bank, the Agency may borrow up to $500,000
under a secured line of credit which is renewable annually and may be cancelled by
the bank or the Agency at any time. The line is secured by all assets of the Agency.
Interest is payable at the bank's prime rate plus one percent, which was 4.25% as at
June 30, 2012. As at June 30, 2012, the Agency has no related debt outstanding.

NOTE H- Bonds Payable

Capital Improvement Bond Payable - NYSOPWDD

In December 2002, the Agency was approved for a Capital Improvement Fund
Contract from NYSOPWDD (formerly NYSOMRDD) for $933,047 to purchase their
new facility ("Arnow") and make the necessary improvements to the bUilding. As of
June 30, 2006, the Agency returned $58,047 of funds to the NYS Office for People
with Developmental Disabilities. On August 30, 2005, the Agency closed on the bond
related to this capital improvement fund contract. The bond in the amount of
$875,700 has a life of 15 years and will be paid in full in the year 2020. The interest
rate is 4.783034%.

Dormitory Authority of the State of New York Administration Bond Payable

The Agency received a Dormitory Authority of the State of New York Administration
Bond through NYSOMRDD. The bond has a life of 25 years and will be paid in full in
the year 2025. The interest rate is 5.554%. This bond is for the facility located at
755 East 14ih Street and Wales Avenue ("Wales"). The Agency receives an amount
equal to the mortgage payment each month in the reimbursement rate for this facility.

New York City Industrial Development Agency

In October 2007, the Agency entered into an agreement to borrow funds from the
New York City Industrial Development Agency for the building renovation, and
purchase of furniture and equipment for 631 Pelham Parkway. The maximum
amount of the borrowings is $1,160,000 with a variable interest rate of 4.10% to
5.30%. At June 30, 2011, the payable balance was $935,000. The Bond has a life of
18 years and will be paid in full in the year 2027.

(Continued)
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NOTES TO FINANCIAL STATEMENTS 

NOTE G - Line of Credit 

Pursuant to an arrangement with a bank, the Agency may borrow up to $500,000 
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Interest is payable at the bank's prime rate plus one percent, which was 4.25% as at 
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Capital Improvement Bond Payable - NYSOPWDD 
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Contract from NYSOPWDD (formerly NYSOMRDD) for $933,047 to purchase their 
new facility ("Arnow") and make the necessary improvements to the building. As of 
June 30, 2006, the Agency returned $58,047 of funds to the NYS Office for People 
with Developmental Disabilities. On August 30, 2005, the Agency closed on the bond 
related to this capital improvement fund contract. The bond in the amount of 
$875,700 has a life of 15 years and will be paid in full in the year 2020. The interest 
rate is 4.783034%. 

Dormitory Authority of the State of New York Administration Bond Payable 

The Agency received a Dormitory Authority of the State of New York Administration 
Bond through NYSOMRDD. The bond has a life of 25 years and will be paid in full in 
the year 2025. The interest rate is 5.554%. This bond is for the facility located at 
755 East 14ih Street and Wales Avenue ("Wales"). The Agency receives an amount 
equal to the mortgage payment each month in the reimbursement rate for this facility. 

New York City Industrial Development Agency 

In October 2007, the Agency entered into an agreement to borrow funds from the 
New York City Industrial Development Agency for the building renovation, and 
purchase of furniture and equipment for 631 Pelham Parkway. The maximum 
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(Continued) 

9 

B
-II-28



COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE H- Bonds Payable (Continued)

The bonds are payable as follows:

Wales Arnow Pelham Total
Years ending June 30:

2013 $ 50,000 $ 56,900 $ 55,000 $ 161,900
2014 60,000 60,100 55,000 175,100
2015 60,000 63,400 55,000 178,400
2016 60,000 65,000 55,000 180,000
2017 70,000 69,900 55,000 194,900

Thereafter 851,601 254,348 660,000 1,765,949

$1,151,601 $ 569,648 $ 935,000 $ 2,656,249

NOTE I - Commitments

Employment Agreement

On July 1, 2010, the Agency executed a five year employment agreement with its
executive director providing for an annual base compensation of $161,600 per year,
with yearly adjustments being the higher of the NYSOPWDD, (formerly
NYSOMRDD) trend or 4.0%.

Leases

The Agency leases its current office and various residences for the developmentally
disabled under operating leases expiring at various dates through July 2025. Rent
expense for the year ended June 30,2012 was approximately $510,000. The rentals
under these leases are recorded for financial accounting purposes on a straight-line
basis. Accrued future rentals of $65,996 at June 30, 2012 give effect to both future
scheduled increases and certain concessions at lease inception. This liability will be
reduced in future years to the extent that the minimal rentals payable in those years
exceeds the average net expense recorded on the straight-line basis. In accordance
with generally accepted accounting principles, the straight-line rent adjustment
amounted to $14,268 for the year ended June 30, 2012.

The Agency leases autos and office equipment under operating leases expiring at
various times through March 2014. Rent expense related to these leases for the
year ended June 30, 2012 was approximately $33,000.

(Continued)
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NOTES TO FINANCIAL STATEMENTS 

Bonds Payable (Continued) 

The bonds are payable as follows: 

Wales Arnow Pelham 
Years ending June 30: 

2013 $ 50,000 $ 56,900 $ 55,000 
2014 60,000 60,100 55,000 
2015 60,000 63,400 55,000 
2016 60,000 65,000 55,000 
2017 70,000 69,900 55,000 

Thereafter 851,601 254,348 660,000 

$1,151,601 $ 569,648 $ 935,000 

Total 

$ 161,900 
175,100 
178,400 
180,000 
194,900 

1,765,949 

$ 2,656,249 

NOTE I - Commitments 

Employment Agreement 

On July 1, 2010, the Agency executed a five year employment agreement with its 
executive director providing for an annual base compensation of $161,600 per year, 
with yearly adjustments being the higher of the NYSOPWDD, (formerly 
NYSOMRDD) trend or 4.0%. 

Leases 

The Agency leases its current office and various residences for the developmentally 
disabled under operating leases expiring at various dates through July 2025. Rent 
expense for the year ended June 30,2012 was approximately $510,000. The rentals 
under these leases are recorded for financial accounting purposes on a straight-line 
basis. Accrued future rentals of $65,996 at June 30, 2012 give effect to both future 
scheduled increases and certain concessions at lease inception. This liability will be 
reduced in future years to the extent that the minimal rentals payable in those years 
exceeds the average net expense recorded on the straight-line basis. In accordance 
with generally accepted accounting principles, the straight-line rent adjustment 
amounted to $14,268 for the year ended June 30, 2012. 

The Agency leases autos and office equipment under operating leases expiring at 
various times through March 2014. Rent expense related to these leases for the 
year ended June 30, 2012 was approximately $33,000. 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE I - Commitments (Continued)

The Agency leases office equipment under capital leases expiring at various times
through November 2015. Depreciation of assets under capital leases is included in
depreciation expense. The cost of assets and accumulated depreciation under
capital leases was approximately $107,000 and $34,000, respectively, at June 30,
2012.

Future minimum lease payments under scheduled capital and operating leases are
due as follows:

Capital Operating
Leases Leases Total

Years ending June 30:
2013 $ 24,130 $ 249,145 $ 273,275
2014 17,041 231,846 248,887
2015 17,041 100,549 117,590
2016 7,100 80,635 87,735
2017 83,054 83,054

Thereafter 357,892 357,892

Total minimum lease payments 65,312 $1,103,121 $ 1,168,433

Less amount representing interest
between 7.250% - 7.959% 6,145

Obligations under capital lease 59,167

Less current portion 22,484

Long-term portion $ 36,683

(Continued)
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NOTES TO FINANCIAL STATEMENTS 

NOTE I - Commitments (Continued) 
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE J - Concentration of Risk

The Agency maintains both interest bearing and non-interest bearing cash accounts
at one financial institution. The Agency's interest bearing accounts at the institution
are insurable by the Federal Deposit Insurance Corporation (F.D.I.C.) up to $250,000
and unlimited coverage for non-interest bearing accounts. From time to time, the
Agency's balance may exceed this limit. At June 30, 2012, the uninsured cash
balance was approximately $341,000. The Agency believes it is not exposed to any
significant credit risk on cash.

NOTE K - Rental Revenue

The Agency subleases space to an unrelated party, for an annual rent, in equal
monthly installments payable in advance, which is set to expire on August 31,2014.
The amount of rental revenue for the year ended June 30, 2012 amounted to
approximately $36,000 and is included in other income on the statement of activities.

NOTE L - Recorded Revenue & Contingent Liability

The New York State Office for Persons with Developmental Disabilities (OPWDD)
submitted a system wide ICF rate reduction plan to the Centers for Medicaid and
Medicare Services (CMS) in early 2011. The reduction was to take place for the rate
period 7/1/2011 to 6/30/2012. However, as of the date of this statement, CMS has
not approved OPWDD's request to reduce those rates.

The agency continues to receive the rate revenue that was in existence prior to the
reduction and has been instructed by Joanne Howard, the Director of the Bureau of
Rate Setting for OPWDD in a letter issued first on August 1, 2011 and reemphasized
in a letter dated February 16, 2012 not to use the extra revenue for programs and
service and that the CMS will take it back in a lump sum when they approve the rate
cut.

In correspondence dated September 14, 2012 additional direction was provided from
Eileen Bureau of the OPWDD CFR Unit indicating that these funds must be recorded
as revenue on the agencies audited financial statements and the CFR. The amount
of revenue recorded that may be recouped at a later date is $358,595.
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STEPHEN J. GANNS Certified Public Accountant

steveganns@optonline.net 7-11 South Broadway' Suite 4 •White Plains, New York 10601
Phone 914.682.7007 • Fax 914.946.8286

REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS
AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GENERALLY ACCEPTED
GOVERNMENT AUDITING STANDARDS WHEN AUDITOR'S PROCEDURES

DISCLOSE NO MATERIAL INSTANCES OF NONCOMPLIANCE

The Board of Directors
Community Resource Center for the Developmentally Disabled, Inc.
378 East 151$1 Street
Bronx, New York 10455

I have audited the financial statements for the year ended June 30, 2012 and thereon dated
November 28,2012.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Generally
Accepted Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

Compliance with laws, regulations, contracts and grants applicable to the Agency is the
responsibility of the Agency's management. As part of obtaining reasonable assurance about
whether the financial statements are free of material misstatement, I performed tests of the
Agency's compliance with certain provisions of laws, regulations, contracts and grants.
However, providing an opinion on the overall compliance with such provisions was not an
objective of my audit of the financial statements. Accordingly, I do not express such an opinion.

The result of my tests disclose no instances of noncompliance that are required to be reported
herein under Generally Accepted Government Auditing Standards.

This report is intended for the information of management. However, this report is a matter of
public record and its distribution is not limited.
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Stephen J. Ganns, C.P.A.
White Plains, New York
November 28, 2012

Accounting and Tax Services' Financial and Estate Planning

STEPHEN J. GANNS Certified Public Accountant 

steveganns@optonline.net 7 -11 South Broadway· Suite 4 • White Plains, New York 10601 
Phone 914.682.7007 • Fax 914.946.8286 

REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS 
AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GENERALLY ACCEPTED 
GOVERNMENT AUDITING STANDARDS WHEN AUDITOR'S PROCEDURES 

DISCLOSE NO MATERIAL INSTANCES OF NONCOMPLIANCE 

The Board of Directors 
Community Resource Center for the Developmentally Disabled, Inc. 
378 East 151$1 Street 
Bronx, New York 10455 

I have audited the financial statements for the year ended June 30, 2012 and thereon dated 
November 28,2012. 

I conducted my audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Generally 
Accepted Government Auditing Standards, issued by the Comptroller General of the United 
States. Those standards require that I plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 

Compliance with laws, regulations, contracts and grants applicable to the Agency is the 
responsibility of the Agency's management. As part of obtaining reasonable assurance about 
whether the financial statements are free of material misstatement, I performed tests of the 
Agency's compliance with certain provisions of laws, regulations, contracts and grants. 
However, providing an opinion on the overall compliance with such provisions was not an 
objective of my audit of the financial statements. Accordingly, I do not express such an opinion. 

The result of my tests disclose no instances of noncompliance that are required to be reported 
herein under Generally Accepted Government Auditing Standards. 

This report is intended for the information of management. However, this report is a matter of 
public record and its distribution is not limited. 

Stt .• "12 J C) /1 (I() r " . (It.- xli: J.A,()Jd~ ,r {.J 
t: ;J! 

Stephen J.'/Ganns, C.P.A. 
White Plains, New York 
November 28, 2012 
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STEPHEN J. GANNS
steveganns@optonline.net

Certified Public Accountant

7-11 South Broadway' Suite 4' White Plains, New York 10601
Phone 914.682.7007 • Fax 914.946.8286

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING IN
ACCORDANCE WITH GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

The Board of Directors
Community Resource Center for the Developmentally Disabled, Inc.
378 East 151st Street
Bronx, New York 10455

I have audited the financial statements of Community Resource Center for the Developmentally
Disabled, Inc. ("the Agency") as at and for the year ended June 30, 2012 and have issued the
report thereon dated November 28, 2012. I conducted the audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in the Comptroller General of the United States' Government Auditing
Standards.

Internal Control Over Financial Reporting

In planning and performing the audit, we considered the Agency's internal control over financial
reporting as a basis for designing our audit procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of opining on the effectiveness of
the Agency's internal control over financial reporting. Accordingly, I do not express an opinion
on the effectiveness of the Agency'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, when performing their assigned functions, to prevent, or detect and
timely correct misstatements. A material weakness is a deficiency, or combination of internal
control deficiencies resulting in more than a reasonable possibility that a material misstatement
of the Agency's financial statements will not be prevented, or detected and timely corrected.

The 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.

We consider the following deficiencies in CRCDD's internal control to be material weaknesses:

1) Not all general journal entries posted to general journal have appropriate
supporting documentation with evidence of its review and approval. We
suggest that CRCDD developed the procedures that ensure that each
general journal entry is reviewed and approved with initials of authorized
person before recording into general journal.
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Community Recourse Center for the Developmentally Disabled, Inc
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2) The dates on several checks issued on June 30, 2012 were changed to July
1, 2012 after mailing checks out to vendors. This created discrepancies
between the dates on the actual checks and records in Fund EZ (accounting
software) and led to the incorrect bank reconciliation for the period ended.
June 30, 2012 with overstatement of cash balance of approximately
$144,000.

3) It was noted that six vehicles purchased with finance lease were not
capitalized and continued to be paid after the expiration of leases. We believe
that appropriate support and approval of journal entries mentioned in item 1)
will also help to ensure that payments are made on the valid agreements and
are recorded in general ledger using appropriate accounts.

~»'~~tUVJ rlr~
StePh'ln' J. Ganns, C.PA
White Plains, New York
November 28, 2012

STEPHEN J. GANNS Certified Public Accountant
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COMMUNITY RESOURCE CENTER FOR THE
DEVELOPMENTALLY DISABLED, INC.

FINDINGS AND RECOMMENDATIONS -INTERNAL
ACCOUNTING AND COMPLIANCE

FOR THE YEAR ENDED JUNE 30, 2012

Prior Year Recommendations and Follow'up:

None.

Current Year Recommendations:

None.

COMMUNITY RESOURCE CENTER FOR THE 
DEVELOPMENTALLY DISABLED, INC. 

FINDINGS AND RECOMMENDATIONS • INTERNAL 
ACCOUNTING AND COMPLIANCE 

FOR THE YEAR ENDED JUNE 30, 2012 

Prior Year Recommendations and Follow'up: 

None. 

Current Year Recommendations: 

None. 
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The report accompanying these financial statements was issued by 

BOO USA, LLP, a Delaware limited liability partnership and the U.S. member 

of BOO Internationa I Limited, a UK company limited by guarantee. 
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Financial Statements 
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IBDO 

Independent Auditor's Report 

Board of Trustees 
Eden II School for Autistic Children, Inc. 
Staten Island, New York 

Tel: +212885-8000 
Fax: +212697-1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying financial statements of Eden II School for Autistic Children, 
Inc. (the "School"), which comprise the statement of financial position as of June 30, 2014, and 
the related statements of activities, functional expenses and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management's ResponsibWty for the Financial Statements 

Management is responsible for the preparatio n and fair presentation of these financial 
statements in accordance with accounti ng principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the School's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
School's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BOO USA, LLP, a Delaware limited liability partnership. is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the 
international BOO network of independent member firms. 

BDO is the brand name for the BDO network and for each of the BDO Member Firms. 
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IBDO 

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Eden II School for Autistic Children, Inc. as of June 30, 2014, 
and the results of its operations and its cash flows for the year then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Report on Summarized Comparative Information 

We have previously audited the School's 2013 financial statements, and we expressed an 
unmodified audit opinion on the School's audited financial statements in our report, dated 
November 26, 2013. In our opinion, the summarized comparative information presented herein 
as of and for the year ended December 31,2013, is consistent, in all material respects, with the 
audited financial statements from which it has been derived. 

December 1, 2014 

4 

Eden II School For Autistic Children, Inc. 

Statement of Financial Position 
(with comparative totals for 2013) 

June 30, 
Assets (Note 11) 
Current Assets: 

Cash and cash equivalents (Note 2) 
Program services receivable, net of allowance for doubtful 

accounts of $1,215,859 (Notes 3 and 4) 
Grants and contracts receiva ble, net of allowance for 

doubtful accounts of $308,685 (Note 5) 
Prepaid expenses and other assets 

Total Current Assets 
Debt Service Reserve Funds (Note 6) 
Deferred Debt Issuance Costs, Net of Accumulated 

Amortization of $542,204 (Note 2) 
Property and Equipment, Net (Notes 2, 7, 8, 9 and 10) 

Liabil ities and Net Ass ets 
Current Liabilities: 

Accounts payable and accru ed expens es 
Accrued compensation 
Due to state and local agencies 
Due to related party, current portion (Note 16) 
Due to DASNY, current portion (Note 8) 
Bonds payable, current portion (Notes 9 and 18) 
Mortgages and notes payable, current portion (N ote 10) 

Total Current Liabilities 
Long-Term Liabilities: 

Interest rate swap liability (Notes 2, 3 and 17) 
Due to related party, less curren t maturities (N ote 16) 
Due to DASNY, less current maturi ties (Note 8) 
Loan payable 
Bonds payable, less current maturities (Notes 9 and 18) 
Mortgages and notes paya ble, less current maturities 

(Note 10) 

Total Liabilities 
Commitments and Contingencies (Notes 14 and 18) 
Net Assets: 

Unrestricted net assets (Note 2) 
Temporarily restricted net assets (Note 15) 

Total Net Assets 

2014 

$ 743,618 

2,984,607 

3,841,039 
298,835 

7,868,099 
1,288,980 

980,261 
16,140,495 

$26,277 ,835 

$ 1,896,905 
1,827,804 

222,833 
25,000 
33,000 

520,000 
110,151 

4,635,693 

147,442 
3,227,743 

19,300 
1,125,000 
7,905,000 

1,254,127 

18,314,305 

7,488,414 
475,116 

7,963,530 

$26,277 ,835 

2013 

$ 482,635 

3,100,028 

2,500,721 
255,544 

6,338,928 
1,276,065 

1,038,885 
11,861,565 

$20,515,443 

$1,236,955 
1,795,579 

75,520 
25,000 
30,600 

505,000 
108,174 

3,776,828 

158,543 
396,046 

52,300 

8,425,000 

1,358,452 

14,167,169 

5,873,158 
475,116 

6,348,274 

$20,515,443 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc. 

Statement of Activities 
(with comparative totals for 2013) 

Year ended June 30, 

Temporarily Totals 
Unrestricted Restricted 2014 2013 

Changes in Unrestricted Net Assets: 
Revenue: 

Program and public support 
services revenue (Note 12) $24,132,291 $ $24,132,291 $24,113,351 

Grants and contract services 
(Note 13) 1,961,198 1,961,198 1,938,410 

Other revenue 452,241 452,241 403,144 

Total Revenue 26,545,730 26,545,730 26,454,905 
Expenses: 

Program services: 
Educational services 9,628,453 9,628,453 9,351,802 
Residential services 7,925,935 7,925,935 7,262,866 
Adult habilitational services 3,621,281 3,621,281 3,077,458 
Family support 1,771,649 1,771,649 1,969,331 
Communit:t outreach 1,631,438 1,631,438 1,184,615 

Total Program Services 24,578,756 24,578,756 22,846,072 
Supporting services: 

Management and general 3,238,187 3,238,187 3,474,662 
Fundraising 279,335 279,335 329,079 

Total Supporting Services 3,517,522 3,517,522 3,803,741 

Total Expenses 28,096,278 28,096,278 26,649,813 

Change in Net Assets Before 
Non-operating Revenues (1,550,548) (1,550,548) (194,908) 

Non-operating Revenues: 
Contributions 3,156,894 3,156,894 1,954,836 
Gain on swap agreement 11,101 11,101 94,080 
Unrealized loss on debt service 

reserve funds (2,191 ) (2,191) (33,651 ) 

Total Non-operating 
Revenues 3,165,804 3,165,804 2,015,265 

Change in Net Assets 1,615,256 1,615,256 1,820,357 
Net Assets, Beginning of Year 5,873,158 475,116 6,348,274 4,527,927 

Net Assets, End of Year $7,488,414 $475,116 $ 7,963,530 $ 6,348,284 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc. 

Statement of Functional Expenses 
(with comparative totals for 2013) 

Year ended June 30, 
Program Services Supporting Services 
Adult Family Community Total Program Management Totals 

Educational Residential Habilitational Support Outreach Services and General Fundraising 2014 2013 
Salaries and Wages and Fringe Benefits: 

Salaries and wages $6,576,421 $4,577,606 $2,360,127 $1,298,754 $1,135,945 $15,948,853 $1,898,568 $195,515 $18,042,936 $17,520,728 
Fringe benefits 1,978,926 1,247,764 550,065 329,365 316,642 4,422,762 523,374 52,917 4,999,053 4,727,558 

Total Salaries and Wages and Fringe Benefits 8,555,347 5,825,370 2,910,192 1,628,119 1,452,587 20,371,615 2,421,942 248,432 23,041,989 22,248,286 
Other Expenses: 

Food 248 230,057 383 2,170 232,858 232,858 216,541 
Repairs and maintenance 168,037 139,894 71,771 8,640 18,864 407,206 40,132 447,338 371,583 
Utilities 116,496 117,893 56,313 10,873 6,799 308,374 39,756 1,892 350,022 312,903 
Travel 29,124 158,086 180,291 55,451 11,157 434,109 38,532 822 473,463 442,109 
Staff training and development 7,579 7,424 3,345 3,108 10,406 31,862 27,520 2,435 61,817 52,953 
Consultants and contractual services 18,191 22,868 5,416 46,475 173,007 1,653 221,135 197,022 
Consumable supplies 154,790 279,577 111,241 29,754 31,015 606,377 44,805 4,825 656,007 578,217 
Insurance 20,055 30,663 9,623 1,282 574 62,197 111,370 173,567 126,355 
Professional fees 2,500 2,500 62,250 64,750 130,225 
Rent 364,309 13,584 45,418 3,063 64,884 491,258 23,425 514,683 453,857 
Interest 85,289 191,962 64,175 14,973 356,399 68,957 425,356 438,049 
Facility tax 122,202 122,202 122,202 119,168 
Miscellaneous 24,342 17,859 8,191 2,283 24,793 77,468 96,482 19,276 193,226 149,598 
Depreciation 84,646 413,507 160,338 11,933 2,689 673,113 90,009 763,122 812,953 
Bad debt expense 352,489 2,254 354,743 354,743 

Total Expenses $9,628,453 $7,925,935 $3,621,281 $1,771,649 $1,631,438 $24,578,756 $3,238,187 $279,335 $28,096,278 $26,649,819 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc. 

Statement of Cash Flows 
(with comparative totals for 2013) 

Year ended June 30, 
Cash Flows From Operating Activities: 

Change in net assets 
Adjustments to reconcile change in net assets to net cash 

provided by operating activities: 
Depreciation and amortization 
Bad debt expense 
Gain on swap agreement 
Unrealized loss on debt service reserve funds 
Changes in operating assets and liabilities: 

(Increase) decrease in assets: 
Program services receivable 
Grants and contracts receiva ble 
Pledges receivable 
Prepaid expenses and othe r assets 
Debt service reserve funds 
Deferred iss uance costs 

Increase (decrease) in liabilities: 
Accounts payable and accru ed expens es 
Accrued compensation 
Due to state and local agencies 
Due to re lated party 

Net Cash Provided By Operating Activities 
Cash Flows From Investing Activities: 

Purchases of property and equipment 
Change in restricted cash - escrow 

Net Cash Used In Investing Activities 
Cash Flows From Financing Activities: 

Payments on mortgages and notes payable 
Proceeds from line of credit 
Repayments of line of credit 
Payments to DASNY 
Proceeds from bonds payable 
Payments on bonds payable 

Net Cash Provided By (Used In) Financing Activities 

Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

Supplemental Disclosure of Cash Flow Information: 
Cash paid during the year for Interest 

2014 

S 1,615,256 

678,561 
354,743 
(11,101) 

2,191 

(239,322) 
(1,340,318) 

(43,291) 
(15,106) 
58,624 

659,950 
32,225 

147,313 
2,831,697 

4,731,422 

(4,957,491) 

(4,957,491 ) 

(102,348) 
8,965,000 

(7,840,000) 
(30,600) 

(505,000) 

487,052 

260,983 
482,635 

S 743,618 

S 425,356 

2013 

S 1,820,347 

783,904 

(94,080) 
33,651 

993,189 
457,927 

43,427 
(102,639) 
(270,144) 
(459,349) 

138,180 
668,037 
(43,312) 

(1,750,904) 

2,218,234 

(713,489) 
245,000 

(468,489) 

(4,439,360) 
3,550,000 

(3,550,000) 
(28,300) 

3,305,000 
(420,000) 

(1,582,660) 

167,085 
315,550 

S 482,635 

S 438,049 

See accompa nying notes to financia I statements. 
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Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

1. Nature of Organization 

Eden II School for Autistic Children, Inc. (the "School") is a nonprofit organization whose purpose 
is to provide instruction, respite and soci alization programs for autistic and autistic-like school age 
and preschool children and adults. Services are also provided for day and vocational training. In 
addition, the School operates an Intermediate Care Facility and five residential care facilities. 

The School provides a wide range of services to individuals with autism spectrum disorders or 
individuals with autistic-like communication and behavior disorders, as defined by the Autism 
Society of America. The School's students and adult consumers reside in New York City and the 
counties of Long Island. 

Success in providing quality services lies in the School"s commitment to state of the art 
programming. Applied Behavior Analysis, the only empirically validated intervention for individuals 
with autism, provides the framework for all of the School's programs. Treatment programs are 
tailored to fit the individual, and are implemented within a community-based context designed to 
facilitate community living. The goal for all of the School's consumers is independence and 
community integratio n. 

The School provides the following range of services: 

• Day school programs for pre-school and school age children. 

A vocational progra m for adolescents. 

• Adult day training and day habilitation programs. 

Residential programs for adolescents and adults. 

Family support servi ces. 

• Community outreach services including parent training, community lectures and seminars, 
professional consultations, after-school services, and summer camps. 

2. Summary of Significant Accounting Policies 

(a) Basis of Presen tation 

The financial statements of the School have been prepared on the accrual basis. In the statement 
of financial position, assets and liabilities are presented, on a classified basis, in order of liquidity 
or conversion to cash and their maturity resulting in the use of cash, respectively. 

(b) Financial Statement Presentation 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those clas ses of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contribu tions and other inflows of assets 
whose use by the School is limited by donor-imposed stipulations that neither expire by 
passage of time nor can be fulfilled or otherwise removed by actions of the School. 

9 

B
-III-6



Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

(ii) Temporarily Restricted - Net assets resulting from contributions and other inflows of assets 
whose use by the School is limited by donor-imposed stipulations that either expire by 
passage of time or can be fulfilled and removed by actions of the School pursuant to those 
stipulations. When such stipulations end or are fulfilled, such temporarily restricted net 
assets are reclassified to unrestricted net assets and reported in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily restricted 
by donor-imposed sti pulations. 

(c) Cash and Cash Equivalents 

The School considers all highly liquid instruments with a maturity of three months or less when 
purchased to be cash equivalents. 

(d) Fair Value Measurement 

Accounting Standards Codification ("ASC") 820-10, "Fair Value Measurement", defines fair value, 
establishes a framework for measuring fair value and expands the disclosures about fair value 
measurements. ASC 820-10 defines fair value as the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date in a principal or most advantageous market. Fair value is a market-based 
measurement that is determined based on inputs, which refer broadly to assumptions that market 
participants use in pricing assets or liabilities. These inputs can be readily observable, market 
corroborated, or unobservable. ASC 820-10 established a fair value hierarchy, which prioritizes the 
inputs to valuation techniques used to measure fair value in three broad levels. The standard 
requires that assets and liabilities be classified in their entirety based on the level of input that is 
significant to the fair value measurement. Assessing the significance of a particular input may 
require judgment considering factors specific to the asset or liability, and may affect the 
valuation of the asset or liability and their placement within the fair value hierarchy. The School 
classifies fair value balances based on the fair value hierarchy defined by ASC 820-10 as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or 
liabilities. An active market for the asset or liability is a market in which transactions for the asset 
or liability occur with sufficient frequency and volume to provide pricing information on an 
ongoing basis. Valuation adjustments and block di scounts are not applied to Level 1 in struments. 

Level 2 - Valuations based on quoted prices in markets that are not active or for which all 
significant inputs are observa ble, either directly 0 r indi rectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

(e) Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements. Estimates also affect the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ from 
those estimates. 

(f) Program Service Receivables and Allowance for Doubtful Accounts 

Program service receivables are reported at their outstanding unpaid principal balances reduced 
by an allowance for doubtful accounts. 
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Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

Management specifically analyzes accounts receivable, historical bad debts, current funding 

trends and changes in payment terms and rates when evaluating the allowance for doubtful 

accounts. 

(g) Pledges Receivable 

Pledges receivable consist of unconditional promises to give. Pledges receivable expected to be 

collected within one year are recorded at net realizable value. Pledges receivable that are 

expected to be collected in future years are recorded at the present value of their estimated 

future cash flows. The discounts on those amounts are computed using a discount rate applicable 

to the year in which the promises are received. 

(h) Derivative Instruments and Hedging Activities 

The School accounts for interest rate swaps in accordance with ASC 815, "Accounting for 

Derivative Instruments and Certain Hedging Activities," as amended, which requires that all 

derivative instruments be recorded on the statement of financial position at their respective fair 

values. The fair value of the interest rate swap held is based on a value provided by a third-party 

financial institution. The School does not enter into derivative instruments for any purpose other 

than to limit the variability of a portion of its interest payments. That is, the School does not 

speculate using derivative instruments. 

(i) Property and Equipment, Net 

Purchases of property and equipment with a cost of $1,000 or higher are recorded at cost. 

Donated assets are recorded at fair market value at the date of donation. Property and equipment 

is depreciated or amortized over the estimated useful lives of the underlying assets ranging from 5 

to 25 years, using the straight-line method. Repairs and maintenance are charged to expense in 

the period incurred. Construction-in-progress is recorded at cost and includes capitalization of 

architecture, construction fees and interest cost during the construction period. Depreciation 

commences when construc tion is complete and the asset is placed into servi ceo 

(j) Impairment of Fixed Assets 

The School reviews fixed assets for impairment whenever events or changes in business 

circumstances indicate that the carrying amount of an asset may not be fully recoverable. An 

impairment loss would be recognized when the future cash flows from the use of the asset are less 

than the carrying amount of that asset. As of June 30, 2014, there have been no such losses. 

(k) Debt Issua nee Costs 

Debt issuance costs are deferred and amortized on a straight-line basis over the life of the related 

debt. Amortization expense for the year ended June 30,2014 was $58,624. 

(I) Contributions 

Contributions received and unconditional promises to give that are reasonably determinable are 

recorded as public support at fair value, as determined by management, in the period received 

and are considered to be available for unrestricted use unless specifically restricted by the donor. 

Contributions are recorded net of estimated uncollectible amounts. Conditional contributions are 

recognized as revenue when the conditions on which they depend have been substantially met. 

The School records contributions as temporarily restricted if they are received with donor 

stipulations that limit their use either through purpose or time restrictions. When donor 

restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled, 

temporari ly restricted net assets are reclassified to unrestri cted net assets and reported in the 

statement of activities as net assets released from restrictions. 
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Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

It is the School's policy to record temporarily restricted donations and contributions received in 
the same accounting period that the restriction is satisfied in unrestricted net assets at the time 
of donation. 

The School reports gifts of land, buildings and equipment as unrestricted support unless explicit 
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with 
explicit restrictions that specify how the assets are to be used and gifts of cash or other assets 
that must be used to acquire long-lived assets are reported as restricted support. Absent explicit 
donor stipulations about how those long-lived assets must be maintained, the School reports 
expirations of donor restrictions when the donated or acquired long-lived assets are placed in 
service. 

(m) Income Taxes 

The School was incorporated in the state of New York and is exempt from Federal and state 
income taxes under Section 501(c)(3) of the Internal Revenue Code and therefore has made no 
provision for income taxes in the accompanying financial statements. In addition, the School has 
been determined by the Internal Revenue Service not to be a "private foundation" within the 
meaning of Section 509(a) of the Internal Revenue Code. There was no unrelated business income 
for the year ended June 30, 2014. 

The School adopted the provisions of ASC 740, "Income Taxes", on January 1, 2009. Under 
ASC 740, an organization must recognize the tax benefit associated with tax positions taken for 
tax return purposes when it is more likely than not that the position will not be sustained upon 
examination by a taxing authority. The implementation of ASC 740 had no impact on the School's 
financial statements. The School does not believe it has taken any material uncertain tax positions 
and, accordingly, it has not recorded any liability for unrecognized tax benefits. The School has 
filed for and received income tax exemptions in the jurisdictions where it is required to do so. 
Additionally, the School has filed Internal Revenue Service Form 990 information returns, as 
required, and all other applicable returns in jurisdictions where so required. For the year ended 
June 30, 2014, there were no interest or penalties recorded or included in the statement of 
activities. The School is subject to routine audits by taxing authorities. As of June 30, 2014, the 
School was not subject to any examination by a taxing authority. Management believes it is no 
longer subject to income tax exam inations for the years prio r to 2011. 

(n) Functional Allocation of Expenses 

Expenses are recorded in the period incurred. Expenses are allocated into functional categories 
depending on the ultimate purpose of the expense. 

3. Investments and Fair Value Measurements 

The School's assets and liabilities recorded at fair value have been categorized based upon a fair 
value hierarchy in accordance with ASC 820. See Note 2 for a discussion of the School's policies 
regarding this hi erarchy. 

The financial assets and liabilities are classified in their entirety based on the lowest level of input 
that is significant to the fair value measurement. The School's assessment of the significance of a 
particular input to the fair value measurement requires judgment and may affect the placement 
within the fair value hierarchy levels. 
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Notes to Financial Statements 

The fair value of the money market funds, U. S. Treasury obligations and fixed income funds, 
which consist of debt service reserve funds held by the School and an interest rate swap, are 
estimated using Level2 inputs, which are based on model-derived valuations in which all 
significant inputs and significant value drivers are observable in active markets. 

Below sets forth tables of assets and liabilities measured at fair value on a recurring basis as of 
June 30, 2014: 

Description 
Assets 
Debt service reserve funds: 

Money market funds 
U.S. Treasury obligations 
Fixed income funds 

Liabilities 
Interest rate swap 

4. Program Services Receivable 

Fair Value Measurement at Reporting Date 
Using 

Quoted Prices 
in Active 

Markets for 
Identical 

Assets 
(Level 1 ) 

$ 382,753 
685,552 
220,675 

$1,288,980 

$ 

Significant 
Other 

Observable 
Inputs 

(Level 2) 

$ 

$ 

$158,543 

Significant 
Unobservable 

Inputs 
(Level 3) 

$-

$-

$-

Program services receivable as of June 30, 2014 consist of the following: 

June 30, 2014 
New York City Board of Education 
Medicaid 
Long Island School Districts 
Other receivables 

Less: Allowance for do ubtful accounts 

Total 
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Balance as of 
June 30, 2014 

$ 382,753 
685,552 
220,675 

$1,288,980 

S 158,543 

Amount 
S 1,015,881 

2,030,485 
254,307 
899,793 

4,200,466 
(1,215,859) 

$ 2,984,607 

B
-III-8



Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

5. Grants and Contracts Receivable 

Grants and contracts receivable, net, as of June 30, 2014 consist of the following 

June 30, 2014 
New York City Department of Health and Mental Hygiene ("NYC-DOHMH") 
Individuals with Disabilities Education Act ("IDEA") 
New York State Office for People With Developmental Disabilities Family 

Support Services 
Legislative grants 
Other 

Less: Allowance for do ubtful accounts 

Total 

6. Debt Service Reserve Funds 

$ 441,026 
137,202 

32,650 
3,121,894 

416,952 

4,149,724 
(308,685) 

$3,841,039 

The School has debt service reserve funds in connection with the Dormitory Authority of the State 
of New York ("DASNY") and the New York City Industrial Development Agency ("IDA") bond 
issuances. These balances are limited under terms of debt indentures. The funds as of June 30, 
2014 are as follows: 

June 30, 2014 
DASNY 
IDA 2004C 
IDA 2005A 

IDA 2006D 
IDA 2007C 
IDA 2013A 

381 Carlton Boulevard 
150 Granite Avenue 
106 Grayson Street and 94 Wright 

Avenue 
155 Dix Hills Road 
131 Cam bon Avenue 
15 Beach Street 

7. Property and Equipment, Net 

Staten Island 
Staten Island 

Staten Island 
Huntington 
Saint James 
Staten Island 

Property and equipm ent, net, at cost, consists of the following at June 30, 2014: 

June 30, 2014 
Land 
Building and improvements 
Equipment 
Construction-in-progress 

Less: Accumulated depreciatio n 

Total 
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$ 32,282 
411,532 

350,471 
117,717 
131,300 
245,678 

$1,288,980 

$ 1,487,524 
11,700,771 
1,343,262 

10,964,082 

25,495,639 
(9,355,144) 

$16,140,495 

Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

Depreciation and amortization expense for the year ended June 30, 2014 was $678,561. 
Management believes that the estimated cost to complete construction-in-progress is 
approximately $4,150,000. 

8. Due to DASNY 

Due to DASNY as of June 30, 2014 consists of the following: 

June 30, 2014 
The School has entered into a bond financing with DASNY in the amount of 

$399,500. This tax-exempt bond covers the purchase and renovation of the 
Carlton Boulevard Intermediate Care Facility located on Staten Island, New 
York, which serves as collateral against the bond. The bond will be paid to 
DASNY over a period of 25 years throug h June 1, 2015. 

Less: Current maturities 

Total 

$ 52,300 
(33,000) 

$ 19,300 

The aggregate amounts of principal payments due to DASNY during each of the years following 
June 30, 2014 and thereafter are as follows: 

Year ending June 30, 
2016 

9. Bonds Payable 

Bonds payable as of June 30, 2014 consi st of the following: 

June 30, 2014 
In August 2004, the School refinanced the IDA bonds with the New York City 
IDA. These bonds are Special Needs Facilities Pooled Series 2004 C bond issues. 
The bonds consist of Series 2004 C-1 tax-exempt bonds in the amount of 
$3,630,000 and Series 2004 C-2 taxable bonds in the amount of $170,000. The 
proceed s of the bonds fi nanced the cost of acqui ri ng, equippi ng and renovati ng 
a building purchased by the School at 150 Granite Avenue, Staten Island, which 
serves as collateral for the bonds. Serial and term fixed rate bonds were issued 
at rates ranging from 4.5% to 6.625% through July 1, 2029. The debt service 
reserve fund is invested in U.S. Treasury obligations earning 3.125% until 
May 15, 2019, which is credited every year and will help to offset the net loan 
repayments. During the year ended June 30, 2014, approximately $70,000 of 
the restricted cash was redeemed and applied towards the outstanding bond 
principal. 
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Amount 
$19,300 

$2,160,000 

B
-III-9



Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

June 30, 2014 
In March 2005, the School, through the InterAgency Counei l of Mental 

Retardation and Developmental Disabilities and the New York City Special 
Needs Facilities Program, issued Series 2005 A-1 tax-exempt bonds in the 
amount of $3,465,000 and Series 2005 A-2 taxable bonds in the amount of 
$170,000. The proceeds of the bonds financed the cost of acquiring, 
equipping and renovating buildings purchased by the School at 106 Grayson 
Avenue and 94 Wright Avenue; the properties serve as collateral for the 
bonds. Serial and term fixed rate bonds were issued at rates ranging from 
3.1% to 4.75% through July 1, 2020. The debt service reserve fund is invested 
in money market funds at the trustee, Bank of New York Mellon. Interest is 
credited every year and will help to offset the net loan repay ments. 

In June 2006, the School, through the InterAgency Council of Mental 
Retardation and Developmental Disabilities and the Suffolk County Industrial 
Development Agency Special Needs Facilities Program, issued Series 2006 D-1 
tax-exempt bonds in the amount of $965,000 and Series 2006 D-2 taxable 
bonds in the amount of $55,000. The proceeds of the bonds financed the cost 
of acquiring, equipping and renovating a building, which included property 
and equipment, purchased by the School at 155 Dix Hills Road. The property 
serves as collateral for the bonds. The facility is leased to the School for a 
period of 13 years, expiring July 1, 2019. Lease payments are equal to IDA's 

. interest and principal on the bonds. At the expiration of the 13 year term to 
IDA's interest and principal on the bonds, ownership of the facility reverts to 
the School for $1. Serial and term fixed rate bonds were issued at rates 
ranging from 4.15% to 6.05% through July 1, 2019. The debt service reserve 
fund is invested in government-backed securities earni ng 4.875% annually 
through September 27, 2018, which is credited every year and helps to offset 
the net loan payments. 

In January 2007, the School and the Suffolk County Industrial Development 
Agency Special Needs Facilities Program issued Series 2007 C-1 tax-exempt 
bonds in the amount of $1,360,000 and Series 2007 C-2 taxable bonds in the 
amount of $100,000. The proceeds of the bonds are to finance the cost of 
acquiring, equipping and renovating a building purchased by the School at 131 
Cam bon Avenue. The property serves as collateral for the bonds. Serial and 
term fixed rate bonds were issued at rates ranging from 4.1 % to 5.25% 
through July 1, 2022. The debt service reserve fund is invested in 
government-backed securities earning 3.75% annually through March 27,2019, 
which is credited every year and helps to offset the net loan re payments. 

In April 2013, the School and the Build NYC Resource Corporation issued Series 
2013A-1 2013A- 2 revenue bonds through the Special Needs Facilities Pooled 
Program in the amount of $3,305,000. The proceeds of the bonds are to 
finance the cost of acquiring, equipping and renovating a building purchased 
at 15 Beach Street. 

Less: Current maturities 
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$1,710,000 

470,000 

855,000 

3,230,000 

8,425,000 
(520,000) 

$7,905,000 

Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

The aggregate amounts of principal payments on the bonds payable during each of the five years 
following June 30, 2014 and thereafter are as follows: 

Year ending June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 

10. Mortgages and Notes Payable 

Mortgages and notes payable as of June 30, 2014 consi st of the following: 

June 30, 2014 
The School received a $354,750 mortgage loan from a financial institution for a 

building. The mortgage, due September 1, 2017, is payable in monthly 
installments of $3,263, including interest at 7.38% per annum. The School has 
the option to renew the loan for an additional five years. The loan is secured 
by the property on Dixon Avenue, Staten Island. 

The School executed a 15 year term note (the "Collfield Note") adjustable 
every five years, interest to be charged at a rate equal to one (1) month 
LlBOR, plus 4.00% per annum (4.2% as of June 30, 2013), which matures on 
December 1 5, 2024. The monthly payment approximates $14,160. This debt is 
secured by the property at 682 Collfield Avenue, Staten Island and with a 
general lien. 

Less: Current maturities 

Amount 
$ 520,000 

540,000 
560,000 
570,000 
710,000 

5,525,000 

$8,425,000 

$ 112,843 

1,251,435 

1,364,278 

(110,151) 

$1,254,127 

The aggregate amounts of principal payments on the long-term debt during each of the five years 
following June 30, 2014 and thereafter are as follows: 

Year ending June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 
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Amount 
$ 110,151 

118,963 
128,561 
108,546 
787,947 

1,364,278 

B
-III-10



Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

The Collfield Note has a variable rate which exposes the School to a variability in interest 
payments due to changes in interest rates. The School believes that it is prudent to limit the 
variability of a portion of its interest payments. To meet this objective, the School entered into 
an interest rate swap agreement to manage fluctuations in cash flows resulting from interest rate 
risk. The swap changes a portion of the variable rate cash flow exposure on the note to fixed cash 
flows. Under the terms of the rate swap, the School receives variable interest rate payments and 
makes fixed interest rate payments on a notional principal amount, thereby creating the 
equivalent of fixed-rate debt (see Note 18). 

11. Line of Credit 

The School has executed a line of credit for $2,000,000 with a bank, which ex pi res on January 1, 
2014. The agreement requires interest to be charged at a rate equal to the bank's prime rate plus 
1.75%, with a minimum rate of 6.00% (6.00% as of June 30,2014). The line is secured by a general 
lien. As of June 30, 2014, there was no balance outstanding on the line of credit. 

The School obtained a bridge loan from FJC, a Foundation of Philanthropic Funds, amounting to 
$4,730,000 for the renovation of 15 Beach Street for use as a School and agency headquarters. As 
of June 30, 2014, $1,125,000 was drawn on the loan. The loan has a maturity date of March 31, 
2017 and interest is payable quarterly at the prime rate published in the Wall Street Journal 
(3.25% at June 30, 2014) plus 3%. 

12. Program and Public Support Services Revenue 

For the year ended June 30, 2014, program and public support services revenue consists of the 
following: 

Year ended June 30, 2014 
New York City Office of People With Developmental Disabilities (HOPWDD"): 

Medicaid 
Other 

New York City Board of Education 
Long Island School Districts 
Other revenue 

$13,123,945 
460,940 

8,636,676 
1 ,778,064 

132,666 

$24,132,291 

Medicaid revenue is reirnbursed to the School at the net reimbursement rates as determined by 
each program's cost report. Reimbursement rates are subject to revisions under the provisions of 
cost reimbursement regulations. Adjustments for the State Education Department rate 
reconciliation are recognized in the year reconciled. 

Certain programs of the School are funded by the OPWDD and are eligible for property cost 
reimbursement. Once the rates have been finalized by the OPWDD, the School receives additional 
revenue through a rate adjustment for these programs. The financial statements include the cost 
of the projects. The revenue is recorded once received by the School. 

18 

Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

13. Grants and Contract Services 

For the year ended June 30, 2014, grants and contract service revenues consist of the following: 

Year ended June 30, 2014 
Consulting and Outreach 
Education: 

IDEA 
Other 

OPWDD and NYC-DOHMH 

14. Pension Plan 

$1,313,186 

201,428 
135,394 
311,190 

$1,961,198 

The School has a Federally qualified defined contribution pension plan covering substantially all 
full-time employees who meet certain eligibility requirements. The amount contributed to the 
plan is a fixed percentage of participants' compensation. Pension expense amounted to $426,951 
for the year ended June 30, 2014. 

15. Temporarily Restricted Net Assets 

Temporari ly restricted net assets as of June 30, 2014 are available for the following purposes: 

June 30, 2014 
NYC Adult Services 
Wright Avenue Facil ity 

For the year ended June 30,2014, there were no releases from restriction. 

16. Related Party Transactions 

$425,116 
50,000 

$475,116 

The Foundation for the Advancement of Autistic Persons, Inc. (the "Foundation"), which was 
established to solicit charitable contributions and other funds, and provide other benefits and 
support the mission of the School and other organizations dedicated to the support of individuals 
with autism, shares certain members of management with the School. The School provides 
management and personnel services to the Foundation. Income for these services was $100,000 
for the year ended June 30, 2014. At June 30, 2014, the amount due to the School from the 
Foundation was $1,945,316. 

The Foundation provides advances with no stated due date to the School. At June 30, 2014, the 
balance of this advance was $5,198,059. The Foundation requires that $25,000 be repaid each 
year. The remaining portion has no specified due date. 
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Notes to Financial Statements 

17. Derivative Financial Instruments 

The School has entered into an interest rate swap agreement to limit the effects of increases in 
interest rates on a variable rate bond. The change in fair value of the interest rate swap is 
recognized in the statement of activities. The differential is accrued as interest rates change. 

The terms of the swap agreement are summarized below: 

June 30, 2014 

Interest rate swap ag reement with Soverei gn Bank. The 
bank pays a variable rate of interest based on U.S. LlBOR 
with a fixed rate of 8.05%. The agreement provides for 
monthly settlement and matures in December 2024. 

18. Commitments and Contingencies 

Notional Amount Fair Value 

$1,324,133 $1,251,976 

(a) The School's program costs are subject to audit by various government agencies. In the 
opinion of the School management, any liabilities which might be incurred would not have a 
material effect on the School's financial position or results of operations. 

(b) The School has lease agreements for rental space which expire at various dates through 
2019. Rent expense for the year ended June 30, 2014 was $462,174. In addition to these facilities, 
the School leases equipment and vehicles under noncancelable operati ng leases. Noncancelable 
minimum lease payments are as follows: 

Year ending June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 

Amount 
$ 348,334 

289,334 
285,874 
288,489 
299,462 
869,418 

$2,380,911 

(e) The School is currently in the process of reconciling pre-operational costs (final expenditure 
reports) with the OPWDD for properties located at: 

a) 131 Cambon Avenue, St. James, New York 

b) 155 Dix Hills Road, Huntington, New York 

c) 682 Collfield Avenue, Staten Island, New York 

The estimated recovery of pre-operatio nal costs is approxi mately $500,000. These amounts have 
not been recorded in the financial statements. 

As of the financial statement date, the School also has outstanding rate appeals for fiscal years 
ended June 30, 2009 and 2010. 
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19. Concentrations of Credit Risk 

Financial instruments, which potentially subject the School to credit risk, consist principally of 
temporary cash investments. The School places its temporary cash investments with various 
financial institutions. The School maintains its cash in bank deposit accounts which, at times, may 
exceed Federally insured li mits. 

20. Subsequent Events 
The School's management has performed subsequent events procedures through December 1, 
2014, which is the date the financial statements were available to be issued and there were no 
subsequent events requiring adjustment to the financial statements or disclosures as stated 
herein. 
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The report accompanying these financial statements was issued by
BOO USA, LLP, a Delaware limited liability partnership and the U.S. member
of BOO International limited, a UK company limited by guarantee.
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Independent Auditor's Report

Board of Trustees
Eden II School for Autistic Children, Inc.
Staten Island, New York

Tel: 212-885-8000
Fax: 212-697-1299
www.bdo.com

100 Park Avenue
New York, NY 10017

We have audited the accompanying financial statements of Eden II School for Autistic Children,
Inc. (the "School"), which comprise the statement of financial position as of June 30, 2013, and
the related statements of activities, functional expenses and cash flows for the year then
ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial. statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the School's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
School's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Board of Trustees 
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Fax: 212-697-1299 
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Inc. (the "School"), which comprise the statement of financial position as of June 30, 2013, and 
the related statements of activities, functional expenses and cash flows for the year then 
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material misstatement, whether due to fraud or error. 
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Our responsibility is to express an opinion on these financial statements based on our audit. We 
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States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial. statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the School's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
School's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of the 
international BDO network of independent member firms. 

BDO is the brand name for the BDO network and for each of the BDO Member Firms. 
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Eden II School for Autistic Children, Inc. as of June 30, 2013,
and the results of its operations and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

November 26, 2013
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Eden II School For Autistic Children, Inc.

Statement of Financial Position

June 30, 2013
Assets (Note 11)
Current Assets:

Cash and cash equivalents (Note 2)
Program services receivable, net of allowance for doubtful accounts of

$821,949 (Notes 3 and 4)
Grants and contracts receivable, net of allowance for doubtful accounts of

$347,852 (Note 5)
Prepaid expenses and other assets

Total Current Assets
Debt Service Reserve Funds (Note 6)
Debt Issuance Costs, Net of Accumulated Amortization of $483,580 (Note 2)
Property and Equipment, Net (Notes 2, 7, 8, 9 and 10)

Liabilities and Net Assets
Current Liabi lities:

Accounts payable and accrued expenses
Accrued compensation
Due to state and local agencies
Due to related party, current portion (Note 16)
Due to DASNY, current portion (Note 8)
Bonds payable, current portion (Notes 9 and 18)
Mortgages and notes payable, current portion (Note 10)

Total Current Liabilities
Long-Term Liabilities:

Interest rate swap liability (Notes 2, 3 and 17)
Due to related party, less current maturities (Note 16)
Due to DASNY, less current maturities (Note 8)
Bonds payable, less current maturities (Notes 9 and 18)
Mortgages and notes payable, less current maturities (Note 10)

Total Liabilities
Com-mitments and Contingencies (Notes 14 and 18)
Net Assets:

Unrestricted net assets (Note 2)
Temporarily restricted net assets (Note 15)

Total Net Assets

$ 482,635

3,636,125

1,960,867
259,301

6,338,928
1,276,065
1,038,885

11,861,565

$20,515,443

$ 1,236,955
1,795,579

75,520
25,000
30,600

505,000
108,174

3,776,828

158,543
396,046

52,300
8,425,000
1,358,452

14,167,169

5,873,158
475,116

6,348,274

$20,515,443

See accompanying notes to financial statements.
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June 30, 2013 
Assets (Note 11) 
Current Assets: 

Statement of Financial Position 

Cash and cash equivalents (Note 2) 
Program services receivable, net of allowance for doubtful accounts of 

$821,949 (Notes 3 and 4) 
Grants and contracts receivable, net of allowance for doubtful accounts of 

$347,852 (Note 5) 
Prepaid expenses and other assets 

Total Current Assets 
Debt Service Reserve Funds (Note 6) 
Debt Issuance Costs, Net of Accumulated Amortization of $483,580 (Note 2) 
Property and Equipment, Net (Notes 2, 7, 8, 9 and 10) 

Liabilities and Net Assets 
Current Liabi lities: 

Accounts payable and accrued expenses 
Accrued compensation 
Due to state and local agencies 
Due to related party, current portion (Note 16) 
Due to DASNY, current portion (Note 8) 
Bonds payable, current portion (Notes 9 and 18) 
Mortgages and notes payable, current portion (Note 10) 

Total Current Liabilities 
Long-Term Liabilities: 

Interest rate swap liability (Notes 2, 3 and 17) 
Due to related party, less current maturities (Note 16) 
Due to DASNY, less current maturities (Note 8) 
Bonds payable, less current maturities (Notes 9 and 18) 
Mortgages and notes payable, less current maturities (Note 10) 

Total Liabilities 
Com-mitments and Contingencies (Notes 14 and 18) 
Net Assets: 

Unrestricted net assets (Note 2) 
Temporarily restricted net assets (Note 15) 

Total Net Assets 

S 482,635 

3,636,125 

1,960,867 
259,301 

6,338,928 
1,276,065 
1,038,885 

11,861,565 

$20,515,443 

$ 1,236,955 
1,795,579 

75,520 
25,000 
30,600 

505,000 
108,174 

3,776,828 
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396,046 

52,300 
8,425,000 
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See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc.

Statement of Activities

Year ended June 30, 2013
Temporarily

Unrestricted Restricted Total
Changes in Unrestricted Net Assets:

Revenue:
Program and public support services

revenue (Note 12) $24,113,351 $ $24,113,351
Grants and contract services (Note 13) 2,010,173 2,010,173
Other revenue 331,377 331,377

Total Revenue 26,454,901 26,454,901
Expenses:

Program services:
Educational services 11,411,651 11,411,651
Residential services 7,397,067 7,397,067
Adult habilitational services 4,840,745 4,840,745
Family support 249,364 249,364

Total Program Services 23,898,827 23,898,827
Supporting services:

Management and general 2,441,925 2,441,925
Fundraising 309,067 309,067

Total Supporting Services 2,750,992 2,750,992

Total Expenses 26,649~819 26,649,819

Change in Net Assets Before
Non-operating Revenues (194,918) (194,918)

Non-operating Revenues:
Contributions 1,954,836 1,954,836
Gain on swap agreement 94,080 94,080
Unrealized loss on debt service reserve

funds (33,651) (33,651)

Total Non-operating Revenues 2,015,265 2,015,265

Change in Net Assets 1,820,347 1,820,347
Net Assets, Beginning of Year 4,052,811 475,116 4,527,927

Net Assets, End of Year $ 5,873,158 $475,116 $ 6,348,274

See accompanying notes to financial statements.
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Statement of Activities 

Year ended June 30, 2013 
Temporarily 

Unrestricted Restricted Total 
Changes in Unrestricted Net Assets: 

Revenue: 
Program and public support services 

revenue (Note 12) $24,113,351 $ $24,113,351 
Grants and contract services (Note 13) 2,010,173 2,010,173 
Other revenue 331,377 331,377 

Total Revenue 26,454,901 26,454,901 
Expenses: 

Program services: 
Educational services 11,411,651 11,411,651 
Residential services 7,397,067 7,397,067 
Adult habilitational services 4,840,745 4,840,745 
Family support 249,364 249,364 

Total Program Services 23,898,827 23,898,827 
Supporting services: 

Management and general 2,441,925 2,441,925 
Fundraising 309,067 309,067 

Total Supporting Services 2,750,992 2,750,992 

Total Expenses 26,649~819 26,649,819 

Change in Net Assets Before 
Non-operating Revenues (194,918) (194,918) 

Non-operating Revenues: 
Contributions 1,954,836 1,954,836 
Gain on swap agreement 94,080 94,080 
Unrealized loss on debt service reserve 

funds (33,651) (33,651) 

Total Non-operating Revenues 2,015,265 2,015,265 

Change in Net Assets 1,820,347 1,820,347 
Net Assets, Beginning of Year 4,052,811 475,116 4,527,927 

Net Assets, End of Year $ 5,873,158 $475,116 $ 6,348,274 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc.

Statement of Functional Expenses

Year ended June 30,2013
Program Services Supporting Services

Adult Family Total Program Management and
Educational Residential Habilitational Support Support General Fundraising Total

Salaries and Wages and Fringe Benefits:
Salaries and wages $ 8,110,481 $4,474,096 $3,214,764 $177,718 $15,977,059 $1,292,885 $242,310 $ 17,512,254
Fringe benefits 2,215,202 1,190,263 842,085 46,615 4,294,165 347,526 66,757 4,708,448

Total Salaries and Wages and Fringe Benefits 10,325,683 5,664,359 4,056,849 224,333 20,271,224 1,640,411 309,067 22,220,702
Other Expenses:

Food 3,606 211,979 957 216,542 216,542
Repairs and maintenance 134,410 180,719 137,533 13,692 466,354 30,680 497,034
Utilities 75,188 78,659 42,797 196,644 24,341 220,985
Travel 22,295 9,894 54,753 4,080 91,022 24,600 115,622
Client expense 6,071 144,598 17,869 168,538 168,538
Equipment rentaL 20,210 66,581 68,238 258 155,287 6,652 161,939
Staff training and development 25,118 15,723 9,468 50,309 20,599 70,908
ConsuLtants and contractual services 28,792 26,459 55,251 141,770 197,021
Consumable suppLies 174,440 142,754 99,377 5,052 421,623 70,630 492,253
TeLephone 30,313 28,003 16,772 75,088 16,831 91,919
Insurance 20,695 36,633 25,824 1,949 85,101 93,363 178,464
Dues and subscriptions 26,819 26,819
Professional fees 115,225 115,225
Rent 338,795 18,609 357,404 47,294 404,698
Interest 88,780 238,683 85,531 412,994 54,105 467,099
FadLity tax 119,162 119,162 119,162
Public reLations 17,411 17,411
Miscellaneous 31,671 14,213 6,171 52,055 31,520 83,575
Depredation and amortization 85,584 418,648 199,997 704,229 79,674 783,903

Total Expenses $11,411,651 $7,397,067 $4,840,745 $249,364 $23,898,827 $2,441,925 $309,067 $26,649,819

See accompanying notes to financial statements.
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Statement of Functional Expenses 

Salaries and Wages and Fringe Benefits: 
Salaries and wages $ 8,110,481 $4,474,096 $3,214,764 $177,718 $15,977,059 $1,292,885 $242,310 $ 17,512,254 
Frin~e benefits 2,215,202 1,190,263 842,085 46,615 4,294,165 347,526 66,757 4,708,448 

Total Salaries and Wages and Fringe Benefits 10,325,683 5,664,359 4,056,849 224,333 20,271,224 1,640,411 309,067 22,220,702 
Other Expenses: 

Food 3,606 211,979 957 216,542 
maintenance 134,410 180,719 137,533 13,692 466,354 30,680 

75,188 78,659 42,797 196,644 24,341 
22,295 9,894 54,753 4,080 91,022 24,600 

6,071 144,598 17,869 168,538 
rental 20,210 66,581 68,238 258 155,287 6,652 
g and development 25,118 15,723 9,468 50,309 20,599 
and contractual services 28,792 26,459 55,251 141,770 

Consumable supplies 174,440 142,754 5,052 421,623 70,630 
Telephone 30,313 28,003 75,088 16,831 
Insurance 20,695 36,633 1,949 85,101 93,363 
Dues and subSCriptions 26,819 
Professional fees 115,225 
Rent 338,795 47,294 
Interest 88,780 238,683 54,105 

{tax 119,162 
relations 

Miscellaneous 

Total Expenses $11,411,651 $7,397,067 $4,840,745 $249,364 $23,898,827 $2,441,925 $309,067 $26,649,819 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc.

Statement of Cash Flows

Year ended June 30, 2013
Cash Flows From Operating Activities:

Change in net assets
Adjustments to reconcile change in net assets to net cash provided by

operating activities:
Depreciation and amortization
Gain on swap agreement
Unrealized loss on debt service reserve funds
Changes in operating assets and liabilities:

(Increase) decrease in assets:
Program services receivable
Grants and contracts receivable
Pledges receivable
Prepaid expenses and other assets
Debt service reserve funds
Deferred issuance costs

Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Accrued compensation
Due to state and local agencies
Due to related party

Net Cash Provided By Operating Activities
Cash Flows From Investing Activities:

Purchases of property and equipment
Change in restricted cash - escrow

Net Cash Used In Investing Activities
Cash Flows From Financing Activities:

Payments on mortgages and notes payable
Proceeds from line of credit
Repayments of line of credit
Payments to DASNY
Proceeds from bonds payable
Payments on bonds payable

Net Cash Used in Financing Activities

Increase in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for Interest

S 1,820,347

783,904
(94,080)
33,651

993,189
457,927

43,427
(102,639)
(270,144)
(459,349)

138,180
668,037
(43,312)

(1,750,904)

2,218,234

(713,489)
245,000

(468,489)

(4,439,360)
3,550,000

(3,550,000)
(28,300)

3,305,000
(420,000)

(1,582,660)

167,085
315,550

S 482,635

S 459,239

See accompanying notes to financial statements.
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Statement of Cash Flows 

Year ended June 30, 2013 
Cash Flows From Operating Activities: 

Change in net assets 
Adjustments to reconcile change in net assets to net cash provided by 

operating activities: 
Depreciation and amortization 
Gain on swap agreement 
Unrealized loss on debt service reserve funds 
Changes in operating assets and liabilities: 

(Increase) decrease in assets: 
Program services receivable 
Grants and contracts receivable 
Pledges receivable 
Prepaid expenses and other assets 
Debt service reserve funds 
Deferred issuance costs 

Increase (decrease) in liabilities: 
Accounts payable and accrued expenses 
Accrued compensation 
Due to state and local agencies 
Due to related party 

Net Cash Provided By Operating Activities 
Cash Flows From Investing Activities: 

Purchases of property and equipment 
Change in restricted cash - escrow 

Net Cash Used In Investing Activities 
Cash Flows From Financing Activities: 

Payments on mortgages and notes payable 
Proceeds from line of credit 
Repayments of line of credit 
Payments to DASNY 
Proceeds from bonds payable 
Payments on bonds payable 

Net Cash Used in Financing Activities 

Increase in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

Supplemental Disclosure of Cash Flow Information: 
Cash paid during the year for Interest 

S 1,820,347 

783,904 
(94,080) 
33,651 

993,189 
457,927 

43,427 
(102,639) 
(270,144) 
(459,349) 

138,180 
668,037 
(43,312) 

(1,750,904) 

2,218,234 

(713,489) 
245,000 

(468,489) 

(4,439,360) 
3,550,000 

(3,550,000) 
(28,300) 

3,305,000 
(420,000) 

(1,582,660) 

167,085 
315,550 

S 482,635 

S 459,239 

See accompanying notes to financial statements. 
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Eden II School For Autistic Children, Inc.

Notes to Financial Statements

1. Nature of Organization

Eden II School for Autistic Children, Inc. (the "School") is a nonprofit organization whose purpose
is to provide instruction, respite and socialization programs for autistic and autistic-like school age
and preschool children and adults. Services are also provided for day and vocational training. In
addition, the School operates an Intermediate Care Facility and five residential care facilities.

The School provides a wide range of services to individuals with autism spectrum disorders or
individuals with autistic-like communication and behavior disorders, as defined by the Autism
Society of America. The School's students and adult consumers reside in New York City and the
counties of Long Island.

Success in providing quality services lies in the School's commitment to state of the art
programming. Applied Behavior Analysis, the only empirically validated intervention for individuals
with autism, provides the framework for all of the School's programs. Treatment programs are
tailored to fit the individual, and are implemented within a community-based context designed to
facilitate community living. The goal for all of the School's consumers is independence and
community integration.

The School provides the following range of services:

• Day school programs for pre-school and school age children.

• Avocational program for adolescents.

• Adult day training and day habilitation programs.

• Residential programs for adolescents and adults.

• Family support services.

• Community outreach services including parent training, community lectures and seminars,
professional consultations, after-school services, and summer camps.

2. Summary of Significant Accounting Policies

(a) Basis of Presentation

The financial statements of the School have been prepared on the accrual basis. In the statement
of financial position, assets and liabilities are presented, on a classified basis, in order of liquidity
or conversion to cash and their maturity resulting in the use of cash, respectively.

(b) Financial Statement Presentation

The classification of a not-far-profit organization's net assets and its support, revenue and
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the
amounts for each of three classes of net assets, permanently restricted, temporarily restricted,
and unrestricted, be displayed in a statement of financial position and that the amounts of change
in each of those classes of net assets be displayed in a statement of activities.

These classes are defined as follows:

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of assets
whose use by the School is limited by donor-imposed stipulations that neither expire by
passage of time nor can be fulfilled or otherwise removed by actions of the School.
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Notes to Financial Statements 

1. Nature of Organization 

Eden II School for Autistic Children, Inc. (the "School") is a nonprofit organization whose purpose 
is to provide instruction, respite and socialization programs for autistic and autistic-like school age 
and preschool children and adults. Services are also provided for day and vocational training. In 
addition, the School operates an Intermediate Care Facility and five residential care facilities. 
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programming. Applied Behavior Analysis, the only empirically validated intervention for individuals 
with autism, provides the framework for all of the School's programs. Treatment programs are 
tailored to fit the individual, and are implemented within a community-based context designed to 
facilitate community living. The goal for all of the School's consumers is independence and 
community integration. 

The School provides the following range of services: 

• Day school programs for pre-school and school age children. 

• A vocational program for adolescents. 

• Adult day training and day habilitation programs. 

Residential programs for adolescents and adults. 

Family support services. 

• Community outreach services including parent training, community lectures and seminars, 
professional consultations, after-school services, and summer camps. 

2. Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The financial statements of the School have been prepared on the accrual basis. In the statement 
of financial position, assets and liabilities are presented, on a classified basis, in order of liquidity 
or conversion to cash and their maturity resulting in the use of cash, respectively. 

(b) Financial Statement Presentation 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those classes of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of assets 
whose use by the School is limited by donor-imposed stipulations that neither expire by 
passage of time nor can be fulfilled or otherwise removed by actions of the School. 
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Eden II School For Autistic Children, Inc.

Notes to Financial Statements

(Ii) Temporarily Restricted - Net assets resulting from contributions and other inflows of assets
whose use by the School is limited by donor-imposed stipulations that either expire by
passage of time or can be fulfilled and removed by actions of the School pursuant to those
stipulations. When such stipulations end or are fulfilled, such temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of activities.

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily restricted
by donor-imposed stipulations.

(c) Cash and Cash Equivalents

The School considers all highly liquid instruments with a maturity of three months or less when
purchased to be cash equivalents.

(d) Fair Value Measurement

Accounting Standards Codification ("ASC") 820-10, "Fair Value Measurement", defines fair value,
establishes a framework for measuring fair value and expands the disclosures about fair value
measurements. ASC 820-10 defines fair value as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the
measurement date in a principal or most advantageous market. Fair value is a market-based
measurement that is determined based on inputs, which refer broadly to assumptions that market
participants use in pricing assets or liabilities. These inputs can be readily observable, market
corroborated, or unobservable. ASC 820-10 established a fair value hierarchy, which prioritizes the
inputs to valuation techniques used to measure fair value in three broad levels. The standard
requires that assets and liabilities be classified in their entirety based on the level of input that is
significant to the fair value measurement. Assessing the significance of a particular input may
require judgment considering factors specific to the asset or liability, and may affect the
valuation of the asset or liability and their placement within the fair value hierarchy. The School
classifies fair value balances based on the fair value hierarchy defined by ASC 820-10 as follows:

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or
liabilities. An active market for the asset or liability is a market in which transactions for the asset
or liability occur vyith sufficient frequency and volume to provide pricing information on an
ongoing basis. Valuation adjustments and block discounts are not applied to Level 1 instruments.

Level 2 - Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, either directly or indirectly.

Level 3 - V~luations based on inputs that are unobservable and significant to the overall fair value
measurement.

(e) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements. Estimates also affect the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

(f) Program Service Receivables and Allowance for Doubtful Accounts

Program service receivables are reported at their outstanding unpaid principal balances reduced
by an allowance for doubtful accounts.
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Notes to Financial Statements 
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by donor-imposed stipulations. 

(c) Cash and Cash Equivalents 

The School considers all highly liquid instruments with a maturity of three months or less when 
purchased to be cash equivalents. 

(d) Fair Value Measurement 

Accounting Standards Codification ("ASe") 820-10, "Fair Value Measurement", defines fair value, 
establishes a framework for measuring fair value and expands the disclosures about fair value 
measurements. ASC 820-10 defines fair value as the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between market participants at the 
measurement date in a principal or most advantageous market. Fair value is a market-based 
measurement that is determined based on inputs, which refer broadly to assumptions that market 
participants use in pricing assets or liabilities. These inputs can be readily observable, market 
corroborated, or unobservable. ASC 820-10 established a fair value hierarchy, which prioritizes the 
inputs to valuation techniques used to measure fair value in three broad levels. The standard 
requires that assets and liabilities be classified in their entirety based on the level of input that is 
significant to the fair value measurement. Assessing the significance of a particular input may 
require judgment considering factors specific to the asset or liability, and may affect the 
valuation of the asset or liability and their placement within the fair value hierarchy. The School 
classifies fair value balances based on the fair value hierarchy defined by ASC 820-10 as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or 
liabilities. An active market for the asset or liability is a market in which transactions for the asset 
or liability occur vyith sufficient frequency and volume to provide pricing information on an 
ongoing basis. Valuation adjustments and block discounts are not applied to Level 1 instruments. 

Level 2 - Valuations based on quoted prices in markets that are not active or for which all 
significant inputs are observable, either directly or indirectly. 

Level 3 - V~luations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

(e) Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements. Estimates also affect the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ from 
those estimates. 

(f) Program Service Receivables and Allowance for Doubtful Accounts 

Program service receivables are reported at their outstanding unpaid principal balances reduced 
by an allowance for doubtful accounts. 
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Eden II School For Autistic Children, Inc.

Notes to Financial Statements

Management specifically analyzes accounts receivable, historical bad debts, current funding
trends and changes in payment terms and rates when evaluating the allowance for doubtful
accounts.

(g) Pledges Receivable

Pledges receivable consist of unconditional promises to give. Pledges receivable expected to be
collected within one year are recorded at net realizable value. Pledges receivable that are
expected to be collected in future years are recorded at the present value of their estimated
future cash flows. The discounts on those amounts are computed using a discount rate applicable
to the year in which the promises are received.

(h) Derivative Instruments and Hedging Activities

The School accounts for interest rate swaps in accordance with ASC 815, "Accounting for
Derivative Instruments and Certain Hedging Activities," as amended, which requires that all
derivative instruments be recorded on the statement of financial position at their respective fair
values. The fair value of the interest rate swap held is based on a value provided by a third-party
financial institution. The School does not enter into derivative instruments for any purpose other
than to limit the variability of a portion of its interest payments. That is, the School does not
speculate using derivative instruments.

(i) Property and Equipment, Net

Purchases of property and equipment with a cost of $1,000 or higher are recorded at cost.
Donated assets are recorded at fair market value at the date of donation. Property and equipment
is depreciated or amortized over the estimated useful lives of the underlying assets ranging from 5
to 25 years, using the straight-line method. Repairs and maintenance are charged to expense in
the period incurred. Construction-in-progress is recorded at cost and includes capitalization of
architecture, construction fees and interest cost during the construction period. Depreciation
commences when construction is complete and the asset is placed into service.

(j) Impairment of Fixed Assets

The School reviews fixed assets for impairment whenever events or changes in business
circumstances indicate that the carrying amount of an asset may not be fully recoverable. An
impairment loss would be recognized when the future cash flows from the use of the asset are less
than the carrying amount of that asset. As of June 30, 2013, there have been no such losses.

(k) Debt Issuance Costs

Debt issuance costs are deferred and amortized on a straight-line basis over the life of the related
debt. Amortization expense for the year ended June 30, 2013 was $59,905.

(i) Contributions

Contributions received and unconditional promises to give that are reasonably determinable are
recorded as public support at fair value, as determined by management, in the period received
and are considered to be available for unrestricted use unless specifically restricted by the donor.
Contributions are recorded net of estimated uncollectible amounts. Conditional contributions are
recognized as revenue when the conditions on which they depend have been substantially met.
The School records contributions as temporarily restricted if they are received with donor
stipulations that limit their use either through purpose or time restrictions. When donor
restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.
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Management specifically analyzes accounts receivable, historical bad debts, current funding 
trends and changes in payment terms and rates when evaluating the allowance for doubtful 
accounts. 

(g) Pledges Receivable 

Pledges receivable consist of unconditional promises to give. Pledges receivable expected to be 
collected within one year are recorded at net realizable value. Pledges receivable that are 
expected to be collected in future years are recorded at the present value of their estimated 
future cash flows. The discounts on those amounts are computed using a discount rate applicable 
to the year in which the promises are received. 

(h) Derivative Instruments and Hedging Activities 

The School accounts for interest rate swaps in accordance with ASC 815, "Accounting for 
Derivative Instruments and Certain Hedging Activities," as amended, which requires that all 
derivative instruments be recorded on the statement of financial position at their respective fair 
values. The fair value of the interest rate swap held is based on a value provided by a third-party 
financial institution. The School does not enter into derivative instruments for any purpose other 
than to limit the variability of a portion of its interest payments. That is, the School does not 
speculate using derivative instruments. 

(i) Property and Equipment, Net 

Purchases of property and equipment with a cost of $1,000 or higher are recorded at cost. 
Donated assets are recorded at fair market value at the date of donation. Property and equipment 
is depreciated or amortized over the estimated useful lives of the underlying assets ranging from 5 
to 25 years, using the straight-line method. Repairs and maintenance are charged to expense in 
the period incurred. Construction-in-progress is recorded at cost and includes capitalization of 
architecture, construction fees and interest cost during the construction period. Depreciation 
commences when construction is complete and the asset is placed into service. 

(j) Impairment of Fixed Assets 

The School reviews fixed assets for impairment whenever events or changes in business 
circumstances indicate that the carrying amount of an asset may not be fully recoverable. An 
impairment loss would be recognized when the future cash flows from the use of the asset are less 
than the carrying amount of that asset. As of June 30, 2013, there have been no such losses. 

(k) Debt Issuance Costs 

Debt issuance costs are deferred and amortized on a straight-line basis over the life of the related 
debt. Amortization expense for the year ended June 30, 2013 was $59,905. 

(I) Contributions 

Contributions received and unconditional promises to give that are reasonably determinable are 
recorded as public support at fair value, as determined by management, in the period received 
and are considered to be available for unrestricted use unless specifically restricted by the donor. 
Contributions are recorded net of estimated uncollectible amounts. Conditional contributions are 
recognized as revenue when the conditions on which they depend have been substantially met. 
The School records contributions as temporarily restricted if they are received with donor 
stipulations that limit their use either through purpose or time restrictions. When donor 
restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled, 
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the 
statement of activities as net assets released from restrictions. 
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It is the School's policy to record temporarily restricted donations and contributions received in
the same accounting period that the restriction is satisfied in unrestricted net assets at the time
of donation.

The School reports gifts of land, buildings and equipment as unrestricted support unless explicit
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with
explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as restricted support. Absent explicit
donor stipulations about how those long-lived assets must be maintained, the School reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service.

(m) Income Taxes

The School was incorporated in the state of New York and is exempt from Federal and state
income taxes under Section 501 (c)(3) of the Internal Revenue Code and therefore has made no
provision for income taxes in the accompanying financial statements. In addition, the School has
been determined by the Internal Revenue Service not to be a "private foundation" within the
meaning of Section 509(a) of the Internal Revenue Code. There was no unrelated business income
for the year ended June 30, 2013.

The School adopted the provisions of ASC 740, "Income Taxes", on January 1, 2009. Under
ASC 740, an organization must recognize the tax benefit associated with tax positions taken for
tax return purposes when it is more likely than not that the position will not be sustained upon
examination by a taxing authority. The implementation of ASC 740 had no impact on the School's
financial statements. The School does not believe it has taken any material uncertain tax positions
and, accordingly, it has not recorded any liability for unrecognized tax benefits. The School has
filed for and received income tax exemptions in the jurisdictions where it is required to do so.
Additionally, the School has filed Internal Revenue Service Form 990 information returns, as
required, and all other applicable returns in jurisdictions where so required. For the year ended
June 30, 2013, there were no interest or penalties recorded or included in the statement of
activities. The School is subject to routine audits by taxing authorities. As of June 30, 2013, the
School was not subject to any examination by a taxing authority. Management believes it is no
longer subject to income tax examinations for the years prior to 2010.

(n) Functional AUocation of Expenses

Expenses are recorded in the period incurred. Expenses are allocated into functional categories
depending on the ultimate purpose of the expense.

3. Investments and Fair Value Measurements

The School's assets and liabilities recorded at fair value have been categorized based upon a fair
value hierarchy in accordance with ASC 820. See Note 2 for a discussion of the School's policies
regarding this hierarchy.

The financial assets and liabilities are classified in their entirety based on the lowest level of input
that is significant to the fair value measurement. The School's assessment of the significance of a
particular input to the fair value measurement requires judgment and may affect the placement
within the fair value hierarchy levels.
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It is the School's policy to record temporarily restricted donations and contributions received in 
the same accounting period that the restriction is satisfied in unrestricted net assets at the time 
of donation. 

The School reports gifts of land, buildings and equipment as unrestricted support unless explicit 
donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with 
explicit restrictions that specify how the assets are to be used and gifts of cash or other assets 
that must be used to acquire long-lived assets are reported as restricted support. Absent explicit 
donor stipulations about how those long-lived assets must be maintained, the School reports 
expirations of donor restrictions when the donated or acquired long-lived assets are placed in 
service. 

(m) Income Taxes 

The School was incorporated in the state of New York and is exempt from Federal and state 
income taxes under Section 501 (c)(3) of the Internal Revenue Code and therefore has made no 
provision for income taxes in the accompanying financial statements. In addition, the School has 
been determined by the Internal Revenue Service not to be a "private foundation" within the 
meaning of Section 509(a) of the Internal Revenue Code. There was no unrelated business income 
for the year ended June 30, 2013. 

The School adopted the provisions of ASC 740, "Income Taxes", on January 1, 2009. Under 
ASC 740, an organization must recognize the tax benefit associated with tax positions taken for 
tax return purposes when it is more likely than not that the position will not be sustained upon 
examination by a taxing authority. The implementation of ASC 740 had no impact on the School's 
financial statements. The School does not believe it has taken any material uncertain tax positions 
and, accordingly, it has not recorded any liability for unrecognized tax benefits. The School has 
filed for and received income tax exemptions in the jurisdictions where it is required to do so. 
Additionally, the School has filed Internal Revenue Service Form 990 information returns, as 
required, and all other applicable returns in jurisdictions where so required. For the year ended 
June 30, 2013, there were no interest or penalties recorded or included in the statement of 
activities. The School is subject to routine audits by taxing authorities. As of June 30, 2013, the 
School was not subject to any examination by a taxing authority. Management believes it is no 
longer subject to income tax examinations for the years prior to 2010. 

(n) Functional A((ocation of Expenses 

Expenses are recorded in the period incurred. Expenses are allocated into functional categories 
depending on the ultimate purpose of the expense. 

3. Investments and Fair Value Measurements 

The School's assets and liabilities recorded at fair value have been categorized based upon a fair 
value hierarchy in accordance with ASC 820. See Note 2 for a discussion of the School's policies 
regarding this hierarchy. 

The financial assets and liabilities are classified in their entirety based on the lowest level of input 
that is significant to the fair value measurement. The School's assessment of the significance of a 
particular input to the fair value measurement requires judgment and may affect the placement 
within the fair value hierarchy levels. 
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The fair value of the money market funds, U.S. Treasury obligations and fixed income funds,
which consist of debt service reserve funds held by the School and an interest rate swap, are
estimated using Level 2 inputs, which are based on model-derived valuations in which all
significant inputs and significant value drivers are observable in active markets.

Below sets forth tables of assets and liabilities measured at fair value on a recurring basis as of
June 30, 2013:

Description
Debt Service Reserve Funds
Money market funds
U.S. Treasury obligations
Fixed income funds

Liabilities
Interest rate swap

Fair Value Measurement at Reporting Date Using
Quoted Prices

in Active Significant
Markets for Other Significant

Identical Observable Unobservable
Assets Inputs Inputs Balance as of

(Level 1) (Level 2) (Level 3) June 30, 2013

$ 378,959 $ $ $ 378,959
674,967 674,967
222,139 222,139

$1,276,065 $ $ $1,276,065

$ $158,543 $ $ 158,543

4. Program Services Receivable

Program services receivable as of June 30, 2013 consist of the following:

June 30, 2013
New York City Board of Education
Medicaid
Long Island School Districts
Other receivables

Less: Allowance for doubtful accounts

Total

13

Amount
$ 936,371
1,925,677

895,421
700,605

4,458,074
(821,949)

$3,636,125

Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

The fair value of the money market funds, U.S. Treasury obligations and fixed income funds, 
which consist of debt service reserve funds held by the School and an interest rate swap, are 
estimated using Level 2 inputs, which are based on model-derived valuations in which all 
significant inputs and significant value drivers are observable in active markets. 

Below sets forth tables of assets and liabilities measured at fair value on a recurring basis as of 
June 30, 2013: 

Fair Value Measurement at Reporting Date Using 

Description 
Debt Service Reserve Funds 
Money market funds 
U.S. Treasury obligations 
Fixed income funds 

Liabilities 
Interest rate swap 

4. Program Services Receivable 

Quoted Prices 
in Active 

Markets for 
Identical 

Assets 
(Level 1 ) 

$ 378,959 
674,967 
222,139 

$1,276,065 

$ 

Significant 
Other Significant 

Observable Unobservable 
Inputs Inputs 

(Level 2) (Level 3) 

$ $ 

$ $ 

$158,543 $ 

Program services receivable as of June 30, 2013 consist of the following: 

June 30, 2013 
New York City Board of Education 
Medicaid 
Long Island School Districts 
Other receivables 

Less: Allowance for doubtful accounts 

Total 

13 

Balance as of 
June 30, 2013 

$ 378,959 
674,967 
222,139 

$1,276,065 

$ 158,543 

Amount 
$ 936,371 
1,925,677 

895,421 
700,605 

4,458,074 
(821,949) 

$3,636,125 
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Notes to Financial Statements

5. Grants and Contracts Receivable

Grants and contracts receivable, net, as of June 30, 2013 consist of the following

June 30, 2013
New York City Department of Health and Mental Hygiene ("NYC-DOHMH")
Individuals with Disabilities Education Act ("IDEA")
New York State Office for People With Developmental Disabilities Family

Support Services
Legislative grants

Less: Allowance for doubtful accounts

Total

$ 367,770
51,408

59,541
1,830,000

2,308,719
(347,852)

$1,960,867

6. Debt Service Reserve Funds

The School has debt service reserve funds in connection with the Dormitory Authority of the State
of New York ("DASNY") and the New York City Industrial Development Agency ("IDA") bond
issuances. These balances are limited under terms of debt indentures. The funds as of June 30,
2013 are as follows:

June 30, 2013
DASNY
IDA 2004C
IDA 2005A

IDA 2006D
IDA 2007C
IDA 2013A

381 Carlton Boulevard
150 Granite Avenue
106 Grayson Street and 94 Wright

Avenue
155 Dix Hills Road
131 Cambon Avenue
15 Beach Street

Staten Island
Staten Island

Staten Island
Huntington
Saint James
Staten Island

$ 32,282
405,019

346,678
115,108
131,326
245,652

$1,276,065

7. Property and Equipment, Net

Property and equipment, net, at cost, consists of the following at June 30, 2013:

June 30, 2013
Land
Building and improvements
Equipment
Construction-in-progress

Less: Accumulated depreciation

Total

14

$ 1,487,524
11,441,881
1,269,866
6,338,877

20,538,148
(8,676,583)

$11,861,565

Eden II School For Autistic Children, Inc. 

Notes to Financial Statements 

5. Grants and Contracts Receivable 

Grants and contracts receivable, net, as of June 30, 2013 consist of the following 

June 30, 2013 
New York City Department of Health and Mental Hygiene ("NYC-DOHMH") 
Individuals with Disabilities Education Act ("IDEA") 
New York State Office for People With Developmental Disabilities Family 

Support Services 
Legislative grants 

Less: Allowance for doubtful accounts 

Total 

6. Debt Service Reserve Funds 

$ 367,770 
51,408 

59,541 
1,830,000 

2,308,719 
(347,852) 

$1,960,867 

The School has debt service reserve funds in connection with the Dormitory Authority of the State 
of New York ("DASNY") and the New York City Industrial Development Agency ("IDA") bond 
issuances. These balances are limited under terms of debt indentures. The funds as of June 30, 
2013 are as follows: 

June 30, 2013 
DASNY 
IDA 2004C 
IDA 2005A 

IDA 20060 
IDA 2007C 
IDA 2013A 

381 Carlton Boulevard 
150 Granite Avenue 
106 Grayson Street and 94 Wright 

Avenue 
155 Dix Hills Road 
131 Cambon Avenue 
15 Beach Street 

7. Property and Equipment, Net 

Staten Island 
Staten Island 

Staten Island 
Huntington 
Saint James 
Staten Island 

Property and equipment, net, at cost, consists of the following at June 30, 2013: 

June 30, 2013 
Land 
Building and improvements 
Equipment 
Construction-in -progress 

Less: Accumulated depreciation 

Total 

14 

$ 32,282 
405,019 

346,678 
115,108 
131,326 
245,652 

$1,276,065 

$ 1,487,524 
11,441,881 
1,269,866 
6,338,877 

20,538,148 
(8,676,583) 

$11,861,565 

Eden II School For Autistic Children, Inc.

Notes to Financial Statements

Depreciation and amortization expense for the year ended June 30, 2013 was $723,999.
Management believes that the estimated cost to complete construction-in-progress is
approximately $5,518,000.

8. Due to DASNY

Due to DASNY as of June 30, 2013 consists of the following:

June 30, 2013
The School has entered into a bond financing with DASNY in the amount of

$399,500. This tax-exempt bond covers the purchase and renovation of the
Carlton Boulevard Intermediate Care Facility located on Staten Island, New
York, which serves as collateral against the bond. The bond will be paid to
DASNY over a period of 25 years through June 1, 2015.

Less: Current maturities

Total

$ 82,900
(30,600)

$ 52,300

The aggregate amounts of principal payments due to DASNY during each of the years following
June 30, 2013 and thereafter are as follows:

Year ending June 30,
2014
2015
2016

9. Bonds Payable

Bonds payable as of June 30, 2013 consist of the following:

June 30, 2013
In August 2004, the School refinanced the IDA bonds with the New York City
IDA. These bonds are Special Needs Facilities Pooled Series 2004 C bond issues.
The bonds consist of Series 2004 C-1 tax-exempt bonds in the amount of
$3,630,000 and Series 2004 C-2 taxable bonds in the amount of $170,000. The
proceeds of the bonds financed the cost of acquiring, equipping and renovating
a building purchased by the School at 150 Granite Avenue, Staten Island, which
serves as collateral for the bonds. Serial and term fixed rate bonds were issued
at rates ranging from 4.5% to 6.625% through July 1, 2029. The debt service
reserve fund is invested in U.S. Treasury obligations earnin'g 3.125% until
May 15, 2019, which is credited every year and will help to offset the net loan
repayments. During the year ended June 30, 2013, approximately $900,000 of
the restricted cash was redeemed and applied towards the outstanding bond
principal.

15

Amount
$30,600
33,000
19,300

$82,900

$2,230,000

Eden II School For Autistic Children, Inc. 
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Depreciation and amortization expense for the year ended June 30, 2013 was $723,999. 
Management believes that the estimated cost to complete construction-in-progress is 
approximately $5,518,000. 

8. Due to DASNY 

Due to DASNY as of June 30, 2013 consists of the following: 

June 30, 2013 
The School has entered into a bond financing with DASNY in the amount of 

$399,500. This tax-exempt bond covers the purchase and renovation of the 
Carlton Boulevard Intermediate Care Facility located on Staten Island, New 
York, which serves as collateral against the bond. The bond will be paid to 
DASNY over a period of 25 years through June 1, 2015. 

Less: Current maturities 

Total 

$ 82,900 
(30,600) 

$ 52,300 

The aggregate amounts of principal payments due to DASNY during each of the years following 
June 30, 2013 and thereafter are as follows: 

Year ending June 30, 
2014 
2015 
2016 

9. Bonds Payable 

Bonds payable as of June 30, 2013 consist of the following: 

June 30, 2013 
In August 2004, the School refinanced the IDA bonds with the New York City 
IDA. These bonds are Special Needs Facilities Pooled Series 2004 C bond issues. 
The bonds consist of Series 2004 C-1 tax-exempt bonds in the amount of 
$3,630,000 and Series 2004 C-2 taxable bonds in the amount of $170,000. The 
proceeds of the bonds financed the cost of acquiring, equipping and renovating 
a building purchased by the School at 150 Granite Avenue, Staten Island, which 
serves as collateral for the bonds. Serial and term fixed rate bonds were issued 
at rates ranging from 4.5% to 6.625% through July 1, 2029. The debt service 
reserve fund is invested in U.S. Treasury obligations earnin'g 3.125% until 
May 15, 2019, which is credited every year and will help to offset the net loan 
repayments. During the year ended June 30, 2013, approximately $900,000 of 
the restricted cash was redeemed and applied towards the outstanding bond 
principal. 
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Amount 
$30,600 
33,000 
19,300 

$82,900 

$2,230,000 
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June 30, 2013
In March 2005, the School, through the InterAgency Council of Mental

Retardation and Developmental Disabilities and the New York City Special
Needs Facilities Program, issued Series 2005 A-1 tax-exempt bonds in the
amount of $3,465,000 and Series 2005 A-2 taxable bonds in the amount of
$170,000. The proceeds of the bonds financed the cost of acquiring,
equipping and renovating buildings purchased by the School at 106 Grayson
Avenue and 94 Wright Avenue; the properties serve as collateral for the
bonds. Serial and term fixed rate bonds were issued at rates ranging from
3.1% to 4.75% through July 1,2020. The debt service reserve fund is invested
in money market funds at the trustee, Bank of New York Mellon. Interest is
credited every year and will help to offset the net loan repayments.

In June 2006, the School, through the InterAgency Council of Mental
Retardation and Developmental Disabilities and the Suffolk County Industrial
Development Agency Special Needs Facilities Program, issued Series 2006 D-1
tax-exempt bonds in the amount of $965,000 and Series 2006 D-2 taxable
bonds in the amount of $55,000. The proceeds of the bonds financed the cost
of acquiring, equipping and renovating a building, which included property
and equipment, purchased by the School at 155 Dix Hills Road. The property
serves as collateral for the bonds. The facility is leased to the School for a
period of 13 years, expiring July 1, 2019. Lease payments are equal to IDA's
interest and principal on the bonds. At the expiration of the 13 year term to
IDA's interest and principal on the bonds, ownership of the facility reverts to
the School for $1. Serial and term fixed rate bonds were issued at rates
ranging from 4.15% to 6.05% through July 1,2019. The debt service reserve
fund is invested in government-backed securities earning 4.875% annually
through September 27, 2018, which is credited every year and helps to offset
the net loan payments.

In January 2007, the School and the Suffolk County Industrial Development
Agency Special Needs Facilities Program issued Series 2007 C-1 tax-exempt
bonds in the amount of $1,360,000 and Series 2007 C-2 taxable bonds in the
amount of $100,000. The proceeds of the bonds are to finance the cost of
acquiring, equipping and renovating a building purchased by the School at 131
Cambon Avenue. The property serves as collateral for the bonds. Serial and
term fixed rate bonds were issued at rates ranging from 4.1% to 5.25%
through July 1, 2022. The debt service reserve fund is invested in
government-backed securities earning 3.75% annually through March 27, 2019,
which is credited every year and helps to offset the net loan repayments.

In April 2013, the School and the Build NYC Resource Corporation issued Series
2013A-1 2013A-2 revenue bonds through the Special Needs Facilities Pooled
Program in the amount of $3,305,000. The proceeds of the bonds are to
finance the cost of acquiring, equipping and renovating a building purchased
at 15 Beach Street.

Less: Current maturities
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$1,910,000

540,000

945,000

3,305,000

8,930,000
(505,000)

$8,425,000

Eden II School For Autistic Children, Inc. 
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June 30, 2013 
In March 2005, the School, through the InterAgency Council of Mental 

Retardation and Developmental Disabilities and the New York City Special 
Needs Facilities Program, issued Series 2005 A-1 tax-exempt bonds in the 
amount of $3,465,000 and Series 2005 A-2 taxable bonds in the amount of 
$170,000. The proceeds of the bonds financed the cost of acquiring, 
equipping and renovating buildings purchased by the School at 106 Grayson 
Avenue and 94 Wright Avenue; the properties serve as collateral for the 
bonds. Serial and term fixed rate bonds were issued at rates ranging from 
3.1% to 4.75% through July 1,2020. The debt service reserve fund is invested 
in money market funds at the trustee, Bank of New York Mellon. Interest is 
credited every year and will help to offset the net loan repayments. 

In June 2006, the School, through the InterAgency Council of Mental 
Retardation and Developmental Disabilities and the Suffolk County Industrial 
Development Agency Special Needs Facilities Program, issued Series 2006 D-1 
tax-exempt bonds in the amount of $965,000 and Series 2006 D-2 taxable 
bonds in the amount of $55,000. The proceeds of the bonds financed the cost 
of acquiring, equipping and renovating a building, which included property 
and equipment, purchased by the School at 155 Dix Hills Road. The property 
serves as collateral for the bonds. The facility is leased to the School for a 
period of 13 years, expiring July 1, 2019. Lease payments are equal to IDA's 
interest and principal on the bonds. At the expiration of the 13 year term to 
IDA's interest and principal on the bonds, ownership of the facility reverts to 
the School for $1. Serial and term fixed rate bonds were issued at rates 
ranging from 4.15% to 6.05% through July 1,2019. The debt service reserve 
fund is invested in government-backed securities earning 4.875% annually 
through September 27, 2018, which is credited every year and helps to offset 
the net loan payments. . 

In January 2007, the School and the Suffolk County Industrial Development 
Agency Special Needs Facilities Program issued Series 2007 C-1 tax-exempt 
bonds in the amount of $1,360,000 and Series 2007 C-2 taxable bonds in the 
amount of $100,000. The proceeds of the bonds are to finance the cost of 
acquiring, equipping and renovating a building purchased by the School at 131 
Cam bon Avenue. The property serves as collateral for the bonds. Serial and 
term fixed rate bonds were issued at rates ranging from 4.1% to 5.25% 
through July 1, 2022. The debt service reserve fund is invested in 
government-backed securities earning 3.75% annually through March 27, 2019, 
which is credited every year and helps to offset the net loan repayments. 

In April 2013, the School and the Build NYC Resource Corporation issued Series 
2013A-1 2013A-2 revenue bonds through the Special Needs Facilities Pooled 
Program in the amount of $3,305,000. The proceeds of the bonds are to 
finance the cost of acquiring, equipping and renovating a building purchased 
at 15 Beach Street. 

Less: Current maturities 
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540,000 

945,000 

3,305,000 

8,930,000 
(505,000) 

$8,425,000 
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The aggregate amounts of principal payments on the bonds payable during each of the five years
following June 30, 2013 and thereafter are as follows:

Year ending June 30,
2014
2015
2016
2017
2018
Thereafter

10. Mortgages and Notes Payable

Mortgages and notes payable as of June 30, 2013 consist of the following:

June 30, 2013
The School received a $354,750 mortgage loan from a financial institution for a

building. The mortgage, due September 1, 2017, is payable in monthly
installments of $3,263, including interest at 7.38% per annum. The School has
the option to renew the loan for an additional five years. The loan is secured
by the property on Dixon Avenue, Staten Island.

The School executed a 15 year term note (the "Collfield Note") adjustable
every five years, interest to be charged at a rate equal to one (1) month
UBOR, plus 4.00% per annum (4.2% as of June 30, 2013), which matures on
December 15, 2024. The monthly payment approximates $14,160. This debt
is secured by the property at 682 Collfield Avenue, Staten Island and with a
general lien.

Less: Current maturities

Amount
$ 505,000

520,000
540,000
560,000
570,000

6,235,000

$8,930,000

$ 142,483

1,324,143

1,466,626

(108,174)

$1,358,452

The aggregate amounts of principal payments on the long-term debt during each of the five years
following June 30, 2013 and thereafter are as follows:

Year ending June 30,
2014
2015
2016
2017
2018
Thereafter

17

Amount
$ 108,174

110,677
119,287
129,866
110,536
888,086

$1,466,626
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The aggregate amounts of principal payments on the bonds payable during each of the five years 
following June 30, 2013 and thereafter are as follows: 

Year ending June 30, 
2014 
2015 
2016 
2017 
2018 
Thereafter 

10. Mortgages and Notes Payable 

Mortgages and notes payable as of June 30, 2013 consist of the following: 

June 30, 2013 
The School received a $354,750 mortgage loan from a financial institution for a 

building. The mortgage, due September 1, 2017, is payable in monthly 
installments of $3,263, including interest at 7.38% per annum. The School has 
the option to renew the loan for an additional five years. The loan is secured 
by the property on Dixon Avenue, Staten Island. 

The School executed a 15 year term note (the "Collfield Note") adjustable 
every five years, interest to be charged at a rate equal to one (1) month 
UBOR, plus 4.00% per annum (4.2% as of June 30, 2013), which matures on 
December 15, 2024. The monthly payment approximates $14,160. This debt 
is secured by the property at 682 Collfield Avenue, Staten Island and with a 
general lien. 

Less: Current maturities 

Amount 
$ 505,000 

520,000 
540,000 
560,000 
570,000 

6,235,000 

$8,930,000 

$ 142,483 

1,324,143 

1,466,626 

(108,174) 

$1,358,452 

The aggregate amounts of principal payments on the long-term debt during each of the five years 
following June 30, 2013 and thereafter are as follows: 

Year ending June 30, 
2014 
2015 
2016 
2017 
2018 
Thereafter 

17 

Amount 
$ 108,174 

110,677 
119,287 
129,866 
110,536 
888,086 

$1,466,626 
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The Collfield Note has a variable rate which exposes the School to a variability in interest
payments due to changes in interest rates. The School believes that it is prudent to limit the
variability of a portion of its interest payments. To meet this objective, the School entered into
an interest rate swap agreement to manage fluctuations in cash flows resulting from interest rate
risk. The swap changes a portion of the variable rate cash flow exposure on the note to fixed cash
flows. Under the terms of the rate swap, the School receives variable interest rate payments and
makes fixed interest rate payments on a notional principal amount, thereby creating the
equivalent of fixed-rate debt (see Note 18).

11. Line of Credit

The School has executed a line of credit for $2,000,000 with a bank, which expires on January 1,
2014. The agreement requires interest to be charged at a rate equal to the bank's prime rate plus
1.75%, with a minimum rate of 6.00% (6% as of June 30, 2013). The line is secured by a general
lien. As of June 30, 2013, there was no balance outstanding on the line of credit.

The School obtained a bridge loan from FJC, a Foundation of Philanthropic Funds, amounting to
$4,730,000 for the renovation of 15 Beach Street for use as a School and agency headquarters. As
of June 30, 2013, no amounts have been drawn on the loan. The loan has a maturity date of
March 31, 2017 and interest is payable quarterly at the prime rate published in the Wall Street
Journal (3.25 %at June 30, 2013) plus 3%.

12. Program and Public Support Services Revenue

For the year ended June 30, 2013, program and public support services revenue consists of the
following:

Year ended June 30, 2013
New York City Office of People With Developmental Disabilities ("OPWDD"):

Medicaid
Other

New York City Board of Education
Long Island School Districts
Other revenue

$12,736,002
703,410

8,657,629
1,875,120

141,190

$24,113,351

Medicaid revenue is reimbursed to the School at the net reimbursement rates as determined by
each program's cost report. Reimbursement rates are subject to revisions under the provisions of
cost reimbursement regulations. Adjustments for the State Education Department rate
reconciliation are recognized in the year reconciled.

Certain programs of the School are funded by the OPWDD and are eligible for property cost
reimbursement. Once the rates have been finalized by the OPWDD, the School receives additional
revenue through a rate adjustment for these programs. The financial statements include the cost
of the projects. The revenue is recorded once received by the School.
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13. Grants and Contract Services

For the year ended June 30, 2013, grants and contract service revenues consist of the following:

Year ended June 30, 2013
Consulting and Outreach
Education:

IDEA
Other

OPWDD and NYC-DOHMH
Other

$1,100,758

281,387
284,464
282,951
60,613

$2,010,173

14. Pension Plan

The School has a Federally qualified defined contribution pension plan covering substantially all
full-time employees who meet certain eligibility requirements. The amount contributed to the
plan is a fixed percentage of participants' compensation. Pension expense amounted to $397,273
for the year ended June 30, 2013.

15. Temporarily Restricted Net Assets

Temporarily restricted net assets as of June 30, 2013 are available for the following purposes:

June 30, 2013
NYC Adult Services
Wright Avenue Facility

For the year ended June 30, 2013, there were no releases from restriction.

$425,116
50,000

$475,116

16. Related Party Transactions

The Foundation for the Advancement of Autistic Persons, Inc. (the "Foundation"), which was
established to solicit charitable contributions and other funds, and provide other benefits and
support the mission of the School and other organizations dedicated to the support of individuals
with autism, shares certain members of management with the School. The School provides
management and personnel services to the Foundation. Income for these services was $100,000
for the year ended June 30, 2013. In addition, the Foundation agreed to pay approximately
$232,000 to the School to cover the School's cost of living adjustment for payroll during 2013. At
June 30, 2013, the amount due to the School from the Foundation was $1,936,198.

The Foundation provides advances with no stated due date to the School. At June 30, 2013, the
balance of this advance was $2,357,244. The Foundation requires that $25,000 be repaid each
year. The remaining portion has no specified due date.
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17. Derivative Financial Instruments

The School has entered into an interest rate swap agreement to limit the effects of increases in
interest rates on a variable rate bond. The change in fair value of the interest rate swap is
recognized in the statement of activities. The differential is accrued as interest rates change.

The terms of the swap agreement are summarized below:

June 30, 2013

Interest rate swap agreement with Sovereign Bank. The
bank pays a variable rate of interest based on u.S. UBOR
with a fixed rate of 8.05%. The agreement provides for
monthly settlement and matures in December 2024.

Notional Amount

$1,324,133

Fair Value

$(158,543)

18. Commitments and Contingencies

(a) The School's program costs are subject to audit by various government agencies. In the
opinion of the School management, any liabilities which might be incurred would not have a
material effect on the School's financial position or results of operations.

(b) The School has lease agreements for rental space which expire at various dates through
2019. Rent expense for the year ended June 30,2013 was $251,652. In addition to these facilities,
the School leases equipment and vehicles under noncancelable operating leases. Noncancelable
minimum lease payments are as follows:

Year ending June 30,
2014
2015
2016
2017
2018
Thereafter

Amount
$ 328,883

394,554
317,946
289,417
198,724
33,120

$1,562,644

(c) The School is currently in the process of reconciling pre-operational costs (final expenditure
reports) with the OPWDD for properties located at:

a) 131 Cambon Avenue, St. James, New York

b) 155 Dix Hills Road, Huntington, New York

c) 682 Collfield Avenue, Staten Island, New York

The estimated recovery of pre-operational costs is approximately $500,000. These amounts have
not been recorded in the financial statements.
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In addition, the School received initial approval for rate appeals for its Individual Residence
Alternative ("IRA") program for the fiscal year ended June 30, 2008 of $125,477, which was
recorded in the statement of activities.

As of the financial statement date, the School also has outstanding rate appeals for fiscal years
ended June 30, 2009 and 2010.

19. Concentrations of Credit Risk

Financial instruments, which potentially subject the School to credit risk, consist principally of
temporary cash investments. The School places its temporary cash investments with various
financial institutions. The School maintains its cash in bank deposit accounts which, at times, may
exceed Federally insured limits.

20. Subsequent Events

The School's management has performed subsequent events procedures through November 26,
2013, which is the date the financial statements were available to be issued and there were no
subsequent events requiring adjustment to the financial statements or disclosures as stated
herein.
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Independent Auditor's Report

Ik>anl of Trustees
Eden II School for Autistic C1lildrcn, Inc.
Slaten Island, New Y00;

125 8aylls Roed I Mtllvlll., NY 111741
TSl: 631.752.7~ Fn: 631.152.1742
www.hmlp.com

We have audited tile accompanying statement of financial position of Eden II School for Autistic Children,
Inc. (Ihe "School") as of June 30, 2012. and the related sUltcmcnts Qf activities, functional expenses, lind cash
nows for the yeM then ended. These financial statements are the responsibility of the School's management.
Our responsibility is (0 express an opinion on these financial SlalemenlS based On Our audit.

We conducted our audit in acwrdntlCl' with auditing standards generally l'CCCpted in lhe Uniled States of America
Those standards require lhal we plan and perfonn the ~udil to obtain reasonable assurance aoout whether
the financial statements are free of material misstatement. An audit includes e~amining, On a tesl basis,
evidence supporting the amoun!s lilld disclosures in the financial statements. An audit also includes assessing the
accounting principles used lilld significant estimates made by marwgemcnt, as well as evaluating the overall financial
statemCllt presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Eden 11 School for Autistic Children, Inc, as of June 30, 2012, and the changes in its net assets and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United
Slates of America.

New York, New York
November 20, 2012
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Statement of Financial Position
June 30,2012

Assets

Current Assets:
Cash and cash equivalents
Program services receivable, net (Note 3)
Grants and contracts receivable, net (Note 4)
Pledges receivable
Prepaid expenses and other assets

Total Current Assets

Restricted Cash - Escrow
Debt Service Reserve Funds (Note 5)
Deferred Debt Issuance Costs, net of accumulated

amortization of$423,675
Property and Equipment, net (Note 6)
Total Assets

Liabilities and Net Assets

Current Liabilities:
Accounts payable and accrued expenses
Accrued compensation
Due to state and local agencies
Due to related party, current portion (Note 16)
Due to DASNY, current portion (Note 7)
Bonds payable, current portion (Note 8)
Long-term debt, current portion (Note 9)

Total Current Liabilities

Long-Term Liabilities:
Interest Rate Swap Agreement (Note 9)
Due to related party, long-term portion (Note 16)
Due to DASNY, long-term portion (Note 7)
Bonds payable, long-term portion (Note 8)
Long-term debt, long-term portion (Note 9)

Total Liabilities

Commitments and Contingencies (Note 17)

Unrestricted Net Assets
Temporarily Restricted Net Assets
Total Net Assets
Total Liabilities and Net Assets

See notes to financial statements.

EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

$ 315,550
4,629,314
2,418,794

43,427
156,662

7,563,747

245,000
1,039,572

639,441
11,872,075

$ 21,359,835

$ 1,098,775
1,127,542

118,832
25,000
28,300

420,000
216,761

3,035,210

252,623
2,146,950

82,900
5,625,000
5,689,225

16,831,908

4,052,811
475,116

4,527,927
$ 21,359,835

2

HOLTZ 
RUBENSTEIN 
REMINICK 

Statement of Financial Position 
June 30,2012 

Assets 

Current Assets: 
Cash and cash equivalents 
Program services receivable, net (Note 3) 
Grants and contracts receivable, net (Note 4) 
Pledges receivable 
Prepaid expenses and other assets 

Total Current Assets 

Restricted Cash - Escrow 
Debt Service Reserve Funds (Note 5) 
Deferred Debt Issuance Costs, net of accumulated 

amortization of$423,675 
Property and Equipment, net (Note 6) 
Total Assets 

Liabilities and Net Assets 

Current Liabilities: 
Accounts payable and accrued expenses 
Accrued compensation 
Due to state and local agencies 
Due to related party, current portion (Note 16) 
Due to DASNY, current portion (Note 7) 
Bonds payable, current portion (Note 8) 
Long-term debt, current portion (Note 9) 

Total Current Liabilities 

Long-Term Liabilities: 
Interest Rate Swap Agreement (Note 9) 
Due to related party, long-tenn portion (Note 16) 
Due to DASNY, long-term portion (Note 7) 
Bonds payable, long-term portion (Note 8) 
Long-term debt, long-term portion (Note 9) 

Total Liabilities 

Commitments and Contingencies (Note 17) 

Unrestricted Net Assets 
Temporarily Restricted Net Assets 
Total Net Assets 
Total Liabilities and Net Assets 

See notes to financial statements. 

EDEN II SCHOOL FOR 
AUTISTIC CHILDREN, INC. 

$ 315,550 
4,629,314 
2,418,794 

43,427 
156,662 

7,563,747 

245,000 
1,039,572 

639,441 
11,872,075 

$ 21,359,835 

$ 1,098,775 
1,127,542 

118,832 
25,000 
28,300 

420,000 
216,761 

3,035,210 

252,623 
2,146,950 

82,900 
5,625,000 
5,689,225 

16,831,908 

4,052,811 
475,116 

4,527,927 
$ 21,359,835 

2 

Horrz
RUBENSTEIN
REMINIC[(

Statement of Activities
Year Ended June 30,2012

EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

Changes in Unrestricted Net Assets:
Revenue:

Program and public support services revenue (Note 11)
Grants and contract services (Note 12)
Contributions (Note 13)
Other revenue
Net assets released from restrictions

Total unrestricted revenue

Expenses:
Program services:

Educational services
Residential services
Adult habilitational services
Family support

Total program services

Supporting services:
Management and general
Fundraising

Total supporting services
Total expenses

Change in Unrestricted Net Assets before Other Changes
Other Changes in Unrestricted Net Assets:

Unrealized loss on investments
Unrealized gain on debt service reserves

Increase in Unrestricted Net Assets

Changes in Temporarily Restricted Net Assets:
Net assets released from restrictions

Decrease in Temporarily Restricted Net Assets

Increase in Net Assets
Net Assets, beginning ofyear
Net Assets, end ofyear

See notes to financial statements.

$ 23,708,485
4,112,410

660,458
288,429
171,107

28,940,889

11,092,557
7,349,129
4,902,578

283,900
23,628,164

2,308,494
382,988

2,691,482
26,319,646

2,621,243

(134,885)
50,082

2,536,440

(171,107)
(171,107)

2,365,333
2,162,594

$ 4,527,927
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AUTISTIC CHILDREN, INC.

Statement of Functional Expenses
Year Ended June 30, 2012

Program Services Supporting Services
Total Management

Adult Family Program and
Educational Residential Habilitational Support Services General Fundraising Total

Salaries and Wages $ 7,729,144 $4,367,526 $ 3,140,319 $206,126 $ 15,443,115 $ 1,268,368 $ 284,353 $ 16,995,836
Fringe Benefits 2,190,715 1,263,120 918,537 56,156 4,428,528 337,088 97,868 4,863,484
Food 5,132 201,161 498 - 206,790 - - 206,790
Repairs and Maintenance 150,311 167,166 148,853 11,403 477,733 24,863 - 502,596
Utilities 85,702 73,576 41,902 - 201,180 12,165 - 213,345
Travel 19,293 6,408 87,093 2,959 115,754 28,971 - 144,725
Client Expense 5,004 126,474 13,093 - 144,571 - - 144,571
Equipment Rental 22,636 71,632 68,920 620 163,808 7,087 - 170,895
Staff Training and Development 26,411 5,504 6,954 - 38,869 47,210 - 86,079
Consultants and Contractual

Services 44,845 31,070 - - 75,915 156,349 - 232,264
Consumable Supplies 181,132 118,565 89,050 4,767 393,514 88,460 - 481,974

Telephone 30,752 27,607 14,959 120 73,437 15,946 - 89,383
Insurance 22,522 32,220 23,912 692 79,346 78,377 - 157,723
Dues and Subscriptions - - - - - 24,388 - 24,388
Professional Fees - - - - - 49,003 - 49,003
Rent 318,969 - 33,550 - 352,519 36,004 - 388,523
Interest 124,957 257,103 93,511 - 475,571 28,371 - 503,942
Facility Tax - 105,604 - - 105,604 - - 105,604
Public Relations - - - - - 9,668 - 9,668
Miscellaneous 35,094 24,654 14,558 1,057 75,363 40,187 767 116,317
Depreciation and Amortization 99,939 469,739 206,869 - 776,547 55,989 - 832,536
Total Functional Expenses $11,092,557 $7,349,129 $ 4,902,578 $283,900 $ 23,628,164 $ 2,308,494 $ 382,988 $ 26,319,646

See notes to financial statements. 4
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Salaries and Wages $ 7,729,144 $4,367,526 $ 3,140,319 $206,126 $ 15,443,115 $ 1,268,368 $ 284,353 $ 16,995,836 
Fringe Benefits 2,190,715 1,263,120 918,537 56,156 4,428,528 337,088 97,868 4,863,484 
Food 5,132 201,161 498 206,790 206,790 
Repairs and Maintenance 150,311 167,166 148,853 11,403 477,733 24,863 502,596 
Utilities 85,702 73,576 41,902 201,180 12,165 213,345 
Travel 19,293 6,408 87,093 2,959 115,754 28,971 144,725 
Client Expense 5,004 126,474 13,093 144,571 144,571 
Equipment Rental 22,636 71,632 68,920 620 163,808 7,087 170,895 
Staff Training and Development 26,411 5,504 6,954 38,869 47,210 86,079 
Consultants and Contractual 

Services 44,845 31,070 75,915 156,349 232,264 
Consumable Supplies 181,132 118,565 89,050 4,767 393,514 88,460 481,974 
Telephone 30,752 27,607 14,959 120 73,437 15,946 89,383 
Insurance 22,522 32,220 23,912 692 79,346 78,377 157,723 
Dues and Subscriptions 24,388 24,388 
Professional Fees 49,003 49,003 
Rent 318,969 33,550 352,519 36,004 388,523 
Interest 124,957 257,103 93,511 475,571 28,371 503,942 
Facility Tax 105,604 105,604 105,604 
Public Relations 9,668 9,668 
Miscellaneous 35,094 24,654 14,558 1,057 75,363 40,187 767 116,317 
Depreciation and Amortization 99,939 469,739 206,869 776,547 55,989 832,536 
Total Functional Expenses $11,092,557 $7,349,129 $ 4,902,578 $283,900 $ 23,628,164 $ 2,308,494 $ 382,988 $ 26,319,646 

See notes to financial statements. 4 
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EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

Statement of Cash Flows
Year Ended June 30, 2012

Cash Flows from Operating Activities:
Changes in net assets $ 2,365,333
Adjustments to reconcile changes in net assets to

net cash provided by operating activities:
Depreciation and amortization 832,536
Unrealized loss on interest rate swap agreement 134,885
Unrealized gain on debt service reserves (50,082)
Changes in operating assets and liabilities:

Decrease (increase) in assets:
Program services receivable 655,601
Grants and contracts receivable (2,154,886)
Pledges receivable 31,573
Prepaid expenses and other assets 27,706
Debt service reserve (3,699)

(Decrease) increase in liabilities:
Accounts payable and accrued expenses (388,719)
Accrued compensation (148,793)
Due to state and local agencies 58,263
Due to related party 793,632

Net Cash Provided by Operating Activities 2,153,350

Cash Flows from Investing Activities:
Purchase of property, plant and equipment (702,918)

Net Cash Used in Investing Activities (702,918)

Cash Flows from Financing Activities:
Payments on long-term debt (486,297)
Proceeds from line of credit 400,000
Repayments of line of credit (1,400,000)
Payments to DASNY (25,800)
Payments on bonds payable (415,000)
Proceeds from escrow account 119,665

Net Cash Used in Financing Activities (1,807,432)

Decrease in Cash and Cash Equivalents (357,000)
Cash and Cash Equivalents, beginning of year 672,550
Cash and Cash Equivalents, end of year $ 315,550

Supplemental Cash Flow Information:
Cash paid during the year for interest $ 503,942

See notes to financial statements. 5
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Statement of Cash Flows 
Year Ended June 30, 2012 

Cash Flows from Operating Activities: 
Changes in net assets 
Adjustments to reconcile changes in net assets to 

net cash provided by operating activities: 
Depreciation and amortization 

EDEN II SCHOOL FOR 
AUTISTIC CHILDREN, INC. 

$ 2,365,333 

832,536 
Unrealized loss on interest rate swap agreement 134,885 
Unrealized gain on debt service reserves (50,082) 
Changes in operating assets and liabilities: 

Decrease (increase) in assets: 
Program services receivable 655,601 
Grants and contracts receivable (2,154,886) 
Pledges receivable 31,573 
Prepaid expenses and other assets 27,706 
Debt service reserve (3,699) 

(Decrease) increase in liabilities: 
Accounts payable and accrued expenses (388,719) 
Accrued compensation (148,793) 
Due to state and local agencies 58,263 
Due to related party 793,632 

Net Cash Provided by Operating Activities 2,153,350 

Cash Flows from Investing Activities: 
Purchase of property, plant and equipment (702,918) 

Net Cash Used in Investing Activities (702,918) 

Cash Flows from Financing Activities: 
Payments on long-term debt (486,297) 
Proceeds from line of credit 400,000 
Repayments of line of credit (1,400,000) 
Payments to DASNY (25,800) 
Payments on bonds payable (415,000) 
Proceeds from escrow account 119,665 

Net Cash Used in Financing Activities (1,807,432) 

Decrease in Cash and Cash Equivalents (357,000) 
Cash and Cash Equivalents, beginning of year 672,550 
Cash and Cash Equivalents, end of year $ 315,550 

Supplemental Cash Flow Information: 
Cash paid during the year for interest $ 503,942 

See notes to financial statements. 5 
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Notes to Financial Statements
Year Ended June 30, 2012

1. Description of Business

EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

Eden II School for Autistic Children, Inc. (the "School") is a nonprofit organization whose purpose is to
provide instruction, respite and socialization programs for autistic and autistic-like school age and preschool
children and adults. Services are also provided for day and vocational training. In addition, the School
operates an Intermediate Care Facility and five residential care facilities.

The School provides a wide range of services to individuals with autism spectrum disorders or individuals
with autistic-like communication and behavior disorders, as defined by the Autism Society of
America. The School's students and adult consumers reside in New York City and the counties of Long
Island.

Success in providing quality services lies in the School's commitment to state of the art programming.
Applied Behavior Analysis, the only empirically validated intervention for individuals with autism,
provides the framework for all of the School's programs. Treatment programs are tailored to fit the
individual, and are implemented within a community-based context designed to facilitate community living.
The goal for all of the School's consumers is independence and community integration.

The School provides the following range of services:

• Day school programs for pre-school and school age children.

• A vocational program for adolescents.

• Adult day training and day habilitation programs.

• Residential programs for adolescents and adults.

• Family support services.

• Community outreach services including parent training, community lectures and seminars,
professional consultations, after-school services, and summer camps.

2. Significant Accounting Policies

Basis ofpresentation - The financial statements of the School have been prepared on the accrual basis. The
net assets of the School are classified and reported as follows:

Unrestricted - Net assets that are not subject to donor-imposed stipulations and that may be expended for
any purpose in achieving the primary objectives of the School.

Temporarily restricted - Net assets that are subject to donor-imposed stipulations that will be met either
by the actions of the School and/or the passage of time. As the restrictions are satisfied, temporarily
restricted net assets are reclassified to unrestricted net assets and are reported in the accompanying
statement of activities as net assets released from restrictions.

Permanently restricted - Net assets that are subject to donor-imposed restrictions which will never lapse,
thus requiring that the funds be permanently retained. At June 30, 2012, the School had no permanently
restricted net assets.

Use ofestimates - The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements.. Estimates also affect the reported amounts of revenue and expenses during
the reporting period. Actual results could differ from those estimates.
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Notes to Financial Statements 
Year Ended June 30, 2012 

1. Description of Business 

Eden II School for Autistic Children, Inc. (the "School") is a nonprofit organization whose purpose is to 
provide instruction, respite and socialization programs for autistic and autistic-like school age and preschool 
children and adults. Services are also provided for day and vocational training. In addition, the School 
operates an Intermediate Care Facility and five residential care facilities. 

The School provides a wide range of services to individuals with autism spectrum disorders or individuals 
with autistic-like communication and behavior disorders, as defined by the Autism Society of 
America. The School's students and adult consumers reside in New York City and the counties of Long 
Island. 

Success in providing quality services lies in the School's commitment to state of the art programming. 
Applied Behavior Analysis, the only empirically validated intervention for individuals with autism, 
provides the framework for all of the School's programs. Treatment programs are tailored to fit the 
individual, and are implemented within a community-based context designed to facilitate community living. 
The goal for all of the School's consumers is independence and community integration. 

The School provides the following range of services: 

• Day school programs for pre-school and school age children. 

• A vocational program for adolescents. 

• Adult day training and day habilitation programs. 

• Residential programs for adolescents and adults. 

• Family support services. 

• Community outreach services including parent training, community lectures and seminars, 
professional consultations, after-school services, and summer camps. 

2. Significant Accounting Policies 

Basis of presentation - The financial statements of the School have been prepared on the accrual basis. The 
net assets of the School are classified and reported as follows: 

Unrestricted - Net assets that are not subject to donor-imposed stipulations and that may be expended for 
any purpose in achieving the primary objectives of the School. 

Temporarily restricted - Net assets that are subject to donor-imposed stipulations that will be met either 
by the actions of the School and/or the passage of time. As the restrictions are satisfied, temporarily 
restricted net assets are reclassified to unrestricted net assets and are reported in the accompanying 
statement of activities as net assets released from restrictions. 

Permanently restricted - Net assets that are subject to donor-imposed restrictions which will never lapse, 
thus requiring that the funds be permanently retained. At June 30, 2012, the School had no permanently 
restricted net assets. 

Use of estimates - The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements .. Estimates also affect the reported amounts of revenue and expenses during 
the reporting period. Actual results could differ from those estimates. 
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Notes to Financial Statements
Year Ended June 30, 2012

EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

Cash and cash equivalents - All highly liquid investments with maturities of three months or less are
considered to be cash equivalents.

Program service receivables and allowance for doubtful accounts - Program service receivables are
reported at their outstanding unpaid principal balances reduced by an allowance for doubtful accounts.

Pledges receivable - Pledges receivable consist of unconditional promises to give. Pledges receivable
expected to be collected within one year are recorded at net realizable value. Pledges receivable that are
expected to be collected in future years are recorded at the present value of their estimated future cash
flows. The discounts on those amounts are computed using a discount rate applicable to the year in which
the promises are received. Pledges receivable at June 30, 2012 are $43,427, of which $29,360 is due within
one year and $14,067 is due within two to five years. These amounts are restricted for construction of the
new facility.

Fair value - Fair value refers to the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants in the market in which the entity transacts. The School
must determine whether its assets and liabilities recorded at fair value were based on
Levell (valued based on quoted prices in an active market for identical assets), Level 2 (valued based on
significant other observable inputs), or Level 3 (valued based on significant unobservable inputs)
measurements within the fair value hierarchy.

Derivative instruments and hedging activities - The School accounts for interest rate swaps in accordance
with ASC 815, ''Accountingfor Derivative Instruments and Certain Hedging Activities", as amended, which
requires that all derivative instruments be recorded on the statement of financial position at their respective
fair values. The fair value of the interest rate swap held is based on a value provided by a third-party
financial institution. The School does not enter into derivative instruments for any purpose other than to
limit the variability of a portion of its interest payments. That is, the School does not speculate using
derivative instruments.

Property and equipment, net - Purchases of property and equipment with a cost of $1,000 or higher are
recorded at cost. Donated assets are recorded at fair market value at the date of donation. Property and
equipment is depreciated or amortized over the estimated useful lives of the underlying assets ranging from
5 to 25 years, using the straight-line method. Repairs and maintenance are charged to expense in the period
incurred. Construction-in-progress is recorded at cost and includes capitalization of architecture, construction
fees and interest cost during the construction period. Depreciation commences when construction is complete
and the asset is placed into service.

Debt issuance costs - Debt issuance costs are deferred and amortized on a straight-line basis over the life of
the related debt. Amortization expense for the year ended June 30, 2012 was $57,949.

Contributions - Contributions received and unconditional promises to give that are reasonably
determinable are recorded as public support at fair value, as determined by management, in the period
received and are considered to be available for unrestricted use unless specifically restricted by the donor.
Contributions are recorded net of estimated uncollectible amounts. Conditional contributions are
recognized as revenue when the conditions on which they depend have been substantially met. The School
records contributions as temporarily restricted if they are received with donor stipulations that limit their
use either through purpose or time restrictions. When donor restrictions expire, that is, when a time
restriction ends or a purpose restriction is fulfilled, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from restrictions.

It is the School's policy to record temporarily restricted donations and contributions received in the same
accounting period that the restriction is satisfied in unrestricted net assets at the time of donation.
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Notes to Financial Statements 
Year Ended June 30, 2012 

Cash and cash equivalents - All highly liquid investments with maturities of three months or less are 
considered to be cash equivalents. 

Program service receivables and allowance for doubtful accounts - Program service receivables are 
reported at their outstanding unpaid principal balances reduced by an allowance for doubtful accounts. 

Pledges receivable - Pledges receivable consist of unconditional promises to give. Pledges receivable 
expected to be collected within one year are recorded at net realizable value. Pledges receivable that are 
expected to be collected in future years are recorded at the present value of their estimated future cash 
flows. The discounts on those amounts are computed using a discount rate applicable to the year in which 
the promises are received. Pledges receivable at June 30, 2012 are $43,427, of which $29,360 is due within 
one year and $14,067 is due within two to five years. These amounts are restricted for construction of the 
new facility. 

Fair value - Fair value refers to the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants in the market in which the entity transacts. The School 
must determine whether its assets and liabilities recorded at fair value were based on 
Levell (valued based on quoted prices in an active market for identical assets), Level 2 (valued based on 
significant other observable inputs), or Level 3 (valued based on significant unobservable inputs) 
measurements within the fair value hierarchy. 

Derivative instruments and hedging activities - The School accounts for interest rate swaps in accordance 
with ASC 815, ''Accountingfor Derivative Instruments and Certain Hedging Activities", as amended, which 
requires that all derivative instruments be recorded on the statement of financial position at their respective 
fair values. The fair value of the interest rate swap held is based on a value provided by a third-party 
financial institution. The School does not enter into derivative instruments for any purpose other than to 
limit the variability of a portion of its interest payments. That is, the School does not speculate using 
derivative instruments. 

Property and equipment, net - Purchases of property and equipment with a cost of $1,000 or higher are 
recorded at cost. Donated assets are recorded at fair market value at the date of donation. Property and 
equipment is depreciated or amortized over the estimated useful lives of the underlying assets ranging from 
5 to 25 years, using the straight-line method. Repairs and maintenance are charged to expense in the period 
incurred. Construction-in-progress is recorded at cost and includes capitalization of architecture, construction 
fees and interest cost during the construction period. Depreciation commences when construction is complete 
and the asset is placed into service. 

Debt issuance costs - Debt issuance costs are deferred and amortized on a straight-line basis over the life of 
the related debt. Amortization expense for the year ended June 30, 2012 was $57,949. 

Contributions - Contributions received and unconditional promises to give that are reasonably 
determinable are recorded as public support at fair value, as determined by management, in the period 
received and are considered to be available for unrestricted use unless specifically restricted by the donor. 
Contributions are recorded net of estimated uncollectible amounts. Conditional contributions are 
recognized as revenue when the conditions on which they depend have been substantially met. The School 
records contributions as temporarily restricted if they are received with donor stipulations that limit their 
use either through purpose or time restrictions. When donor restrictions expire, that is, when a time 
restriction ends or a purpose restriction is fulfilled, temporarily restricted net assets are reclassified to 
unrestricted net assets and reported in the statement of activities as net assets released from restrictions. 

It is the School's policy to record temporarily restricted donations and contributions received in the same 
accounting period that the restriction is satisfied in unrestricted net assets at the time of donation. 
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Notes to Financial Statements
Year Ended June 30, 2012

EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

The School reports gifts of land, buildings and equipment as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions
that specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long
lived assets are reported as restricted support. Absent explicit donor stipulations about how those long-lived
assets must be maintained, the School reports expirations of donor restrictions when the donated or acquired
long-lived assets are placed in service.

Income taxes - The School was incorporated as a not-for-profit corporation under the laws of the State of
New York and is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code.
Accordingly, no provision for federal or state income taxes is required.

Uncertain tax positions - As of June 30, 2012, the School evaluated its tax positions and concluded that has
taken no uncertain tax positions that require adjustment to the financial statements to comply with the
provisions of ASC No. 740, ''Accounting for Uncertainty in Income Taxes". Generally, the School is no
longer subject to income tax examinations by the United States federal, state or local tax authorities for the
years before 2009, which is the standard stature of limitations look-back period.

Doubtful accounts - Management must make estimates of the uncollectability of accounts receivable.
Management specifically analyzes accounts receivable, historical bad debts, current funding trends and
changes in payment terms and rates when evaluating the need for any allowance for doubtful accounts.

Functional allocation of expenses - Expenses are recorded in the period incurred. Expenses are allocated
into functional categories depending on the ultimate purpose of the expense.

Evaluation of subsequent events - Management has evaluated subsequent events through November 20,
2012, the date the financial statements are available for issuance, for inclusion or disclosure in the financial
statements.

3. Program Services Receivable

Program services receivable as ofJune 30, 2012 consists of the following:

Amount

New York City Board ofEducation
Medicaid
Long Island School Districts
Other

Less Allowance for Doubtful Accounts

4. Grants and Contracts Receivable

Grants and contracts receivable as of June 30, 2012 consist of the following:

New York City Department ofHealth and Mental Hygiene
Individuals with Disabilities Education Act ("IDEA")
New York State Office for People With Developmental Disabilities

Family Support Services
Other

Less Allowance for Doubtful Accounts

$

$

$

$

2,320,776
1,721,052

549,395
837,538

5,428,761
799,447

4,629,314

Amount

393,151
156,367

69,505
2,170,125
2,789,148

370,354
2,418,794
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Notes to Financial Statements 
Year Ended June 30, 2012 

The School reports gifts of land, buildings and equipment as unrestricted support unless explicit donor 
stipulations specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions 
that specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long
lived assets are reported as restricted support. Absent explicit donor stipulations about how those long-lived 
assets must be maintained, the School reports expirations of donor restrictions when the donated or acquired 
long-lived assets are placed in service. 

Income taxes - The School was incorporated as a not-for-profit corporation under the laws of the State of 
New York and is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. 
Accordingly, no provision for federal or state income taxes is required. 

Uncertain tax positions - As of June 30, 2012, the School evaluated its tax positions and concluded that has 
taken no uncertain tax positions that require adjustment to the financial statements to comply with the 
provisions of ASC No. 740, ''Accounting for Uncertainty in Income Taxes". Generally, the School is no 
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years before 2009, which is the standard stature of limitations look-back period. 

Doubtful accounts - Management must make estimates of the uncollectability of accounts receivable. 
Management specifically analyzes accounts receivable, historical bad debts, current funding trends and 
changes in payment terms and rates when evaluating the need for any allowance for doubtful accounts. 

Functional allocation of expenses - Expenses are recorded in the period incurred. Expenses are allocated 
into functional categories depending on the ultimate purpose of the expense. 

Evaluation of subsequent events - Management has evaluated subsequent events through November 20, 
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EDEN II SCHOOL FOR
AUTISTIC CHILDREN, INC.

5. Debt Service Reserve Funds

The School has debt service reserve funds in connection with the Donnitory Authority of the State of New
York ("DASNY") and the New York City Industrial Development Agency ("IDA") bond issuances. These
balances are limited under tenns of debt indentures. The funds as ofJune 30, 2012 are as follows:

Amount

DASNY
IDA
IDA
IDA
IDA

2004C
2005A
2006D
2007C

381 Carlton Boulevard
150 Granite Avenue
106 Grayson Street and 94 Wright Avenue
155 Dix Hills Road
131 Cambon Avenue

Staten Island
Staten Island
Staten Island
Huntington
Saint James

$

$

32,282
412,108
346,500
115,854
132,828

1,039,572

The debt service reserve funds are held with a fmancial institution and consist of various United States
treasuries and bonds. These investments are considered to be Levell under the fair value hierarchy.

6. Property and Equipment, Net

Property and equipment, net, at cost, consists of the following at June 30,2012:

Amount

Land
Building and Improvements
Equipment
Construction in Progress

Less Accumulated Depreciation

$ 1,487,524
11,396,596

1,213,176
5,727,365

19,824,661
(7,952,586)

$ 11,872,075

Depreciation and amortization expense for the year ended June 30, 2012 was $774,589.

7. Due to DASNY

Due to DASNY as ofJune 30,2012 consists of the following:

The School has entered into a bond financing with DASNY in the
amount of $399,500. This tax-exempt bond covers the purchase and
renovation of the Carlton Boulevard Intermediate Care Facility located
on Staten Island, New York, which serves as collateral against the
bond. The bond will be paid to DASNY over a period of 25 years
through June 1,2015.

Less Current Maturities

$

$

111,200

(28,300)
82,900

The aggregate amounts of principal payments due to DASNY during each of the five years following
June 30, 2012 and thereafter are as follows:

Years Ending June 30,

2013
2014
2015
2016

$

$

Amount

28,300
30,600
33,000
19,300

111,200
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5. Debt Service Reserve Funds 

The School has debt service reserve funds in connection with the Donnitory Authority of the State of New 
York ("DASNY") and the New York City Industrial Development Agency ("IDA") bond issuances. These 
balances are limited under tenns of debt indentures. The funds as of June 30, 2012 are as follows: 
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Depreciation and amortization expense for the year ended June 30, 2012 was $774,589. 

7. Due to DASNY 

Due to DASNY as of June 30,2012 consists of the following: 

The School has entered into a bond financing with DASNY in the 
amount of $399,500. This tax-exempt bond covers the purchase and 
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June 30, 2012 and thereafter are as follows: 

Years Ending June 30, 

2013 
2014 
2015 
2016 

$ 

$ 

Amount 

28,300 
30,600 
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8. Bonds Payable

Bonds payable as ofJune 30,2012 consist of the following:

In August 2004, the School refinanced the IDA bonds with the New
York City Industrial Development Agency. These bonds are Special Needs
Facilities Pooled Series 2004 C and 2004 D bond issues. The bonds consist
of (Series 2004 C-1 and 2004 D-1 tax-exempt in the amount of
$3,630,000 and Series 2004 C-2 and 2004 D-2 taxable in the amount
of $170,000). The proceeds of the bonds are to finance the cost of acquiring,
equipping and renovating a building purchased by the School at 150 Granite
Avenue, Staten Island, which serves as collateral for the bonds. Interest is at
6.50% through July 1, 2029. The Debt Service Reserve Fund will receive a
guaranteed investment earning rate of 4.00%, which will be credited every
six months and will help to offset the net loan repayments. During the year
ended June 30, 2011, approximately $900,000 of the restricted cash was
redeemed and applied towards the outstanding bond principal.

In March 2005, the School, through the InterAgency Council of Mental
Retardation and Developmental Disabilities and the New York City
Special Needs Facilities Program, issued Series 2005
A-I, B-1 and C-1 tax-exempt bonds in the amount of $3,465,000 and Series
2005 A-2, B-2 and C-2 taxable bonds in the amount of $170,000. The
proceeds of the bonds are to finance the cost of acquiring, equipping
and renovating buildings purchased by the School at 106 Grayson
Avenue and 94 Wright Avenue; the properties serve as collateral for the
bonds. Interest is at 4.53% through July 1,2020. The Debt Service Reserve
Fund will receive a guaranteed investment earning rate of 4.03%, which will
be credited every six months and will help to offset the net loan repayments.

In June 2006, the School, through the InterAgency Council of Mental
Retardation and Developmental Disabilities and the Suffolk County Industrial
Development Agency Special Needs Facilities Program, issued Series 2006 D
tax-exempt bonds in the amount of $965,000 and Series 2006 D taxable
bonds in the amount of $55,000. The proceeds of the bonds are to finance
the cost of acquiring, equipping and renovating a building, which is
included in property and equipment, purchased by the School at 155 Dix
Hills Road. The property serves as collateral for the bonds. The facility is
leased to the School for a period of 13 years, expiring July 1,2019. Lease
payments are equal to IDA's interest and principal on the bonds. At the
expiration of the 13 year term to IDA's interest and principal on the bonds,
ownership of the facility reverts to the School for $1. Interest is at 4.72%
through July 1, 2019. The debt service reserve fund will receive a
guaranteed investment earning rate of 5.14%, which will be credited every
six months and will help to offset the net loan payments.

In January 2008, the School and the Suffolk County Industrial Development
Agency Special Needs Facilities Program issued Series 2007 C tax-exempt
bonds in the amount of $1,332,800 and Series 2007 C taxable bonds in the
amount of $98,000. The proceeds of the bonds are to finance the cost of
acquiring, equipping anduht renovating a building purchased by the School
at 131 Cambon Avenue. The property serves as collateral for the bonds.
Interest is at 4.93%, through July 1, 2022. The Debt Service Reserve Fund
will receive a guaranteed investment earning rate of 2.00%, which will be
credited every six months and will help to offset the net loan repayments.

Subtotal
Less Current Maturities

$ 2,300,000

2,100,000

610,000

1,035,000

6,045,000
(420,000)

$ 5,625,000
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8. Bonds Payable 

Bonds payable as of June 30,2012 consist of the following: 

In August 2004, the School refinanced the IDA bonds with the New 
York City Industrial Development Agency. These bonds are Special Needs 
Facilities Pooled Series 2004 C and 2004 D bond issues. The bonds consist 
of (Series 2004 C-1 and 2004 D-l tax-exempt in the amount of 
$3,630,000 and Series 2004 C-2 and 2004 D-2 taxable in the amount 
of $170,000). The proceeds of the bonds are to finance the cost of acquiring, 
equipping and renovating a building purchased by the School at 150 Granite 
Avenue, Staten Island, which serves as collateral for the bonds. Interest is at 
6.50% through July 1, 2029. The Debt Service Reserve Fund will receive a 
guaranteed investment earning rate of 4.00%, which will be credited every 
six months and will help to offset the net loan repayments. During the year 
ended June 30, 2011, approximately $900,000 of the restricted cash was 
redeemed and applied towards the outstanding bond principal. 

In March 2005, the School, through the InterAgency Council of Mental 
Retardation and Developmental Disabilities and the New York City 
Special Needs Facilities Program, issued Series 2005 
A-I, B-1 and C-l tax-exempt bonds in the amount of $3,465,000 and Series 
2005 A-2, B-2 and C-2 taxable bonds in the amount of $170,000. The 
proceeds of the bonds are to finance the cost of acquiring, equipping 
and renovating buildings purchased by the School at 106 Grayson 
Avenue and 94 Wright Avenue; the properties serve as collateral for the 
bonds. Interest is at 4.53% through July 1,2020. The Debt Service Reserve 
Fund will receive a guaranteed investment earning rate of 4.03%, which will 
be credited every six months and will help to offset the net loan repayments. 

In June 2006, the School, through the InterAgency Council of Mental 
Retardation and Developmental Disabilities and the Suffolk County Industrial 
Development Agency Special Needs Facilities Program, issued Series 2006 D 
tax-exempt bonds in the amount of $965,000 and Series 2006 D taxable 
bonds in the amount of $55,000. The proceeds of the bonds are to finance 
the cost of acquiring, equipping and renovating a building, which is 
included in property and equipment, purchased by the School at 155 Dix 
Hills Road. The property serves as collateral for the bonds. The facility is 
leased to the School for a period of 13 years, expiring July 1,2019. Lease 
payments are equal to IDA's interest and principal on the bonds. At the 
expiration of the 13 year term to IDA's interest and principal on the bonds, 
ownership of the facility reverts to the School for $1. Interest is at 4.72% 
through July 1, 2019. The debt service reserve fund will receive a 
guaranteed investment earning rate of 5.14%, which will be credited every 
six months and will help to offset the net loan payments. 

In January 2008, the School and the Suffolk County Industrial Development 
Agency Special Needs Facilities Program issued Series 2007 C tax-exempt 
bonds in the amount of $1,332,800 and Series 2007 C taxable bonds in the 
amount of $98,000. The proceeds of the bonds are to finance the cost of 
acquiring, equipping anduht renovating a building purchased by the School 
at 131 Cambon A venue. The property serves as collateral for the bonds. 
Interest is at 4.93%, through July 1, 2022. The Debt Service Reserve Fund 
will receive a guaranteed investment earning rate of 2.00%, which will be 
credited every six months and will help to offset the net loan repayments. 

Subtotal 
Less Current Maturities 

$ 2,300,000 

2,100,000 

610,000 

1,035,000 

6,045,000 
(420,000) 

$ 5,625,000 
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The aggregate amounts of principal payments on the bond payable during each of the five years following
June 30, 2012 and thereafter are as follows:

Years Ending June 30,

2013
2014
2015
2016
2017
Thereafter

9. Long-Term Debt

Long-term debt as of June 30, 2012 consists ofthe following:

The School received a $354,750 mortgage loan from a financial
institution for a building. The mortgage, due September 1, 2017, is
payable in monthly installments of $3,263, including interest at
7.375% per annum. The School has the option to renew the loan for
an additional five years. The loan is secured by the property on Dixon
Avenue, Staten Island.

The School executed a 15 year term note (the "Collfield Note")
adjustable every five years, interest to be charged at a rate equal to
one (1) month LIBOR, plus 4.00% per annum (7.85% as of June 30,
2011), which matures on December 15,2024. The monthly payment
approximates $14,160. This debt is secured by the property at
682 Collfield Avenue, Staten Island, and with a general lien.

The School executed a five year term note, interest to be charged at a
rate equal to the prime rate, plus 3.00% per annum (6.25% as of
June 30, 2012), which matures on March 31, 2016. Interest is payable
quarterly and the total principal balance is due at maturity. This debt
is secured by the property at 15-65 Beach Street, Staten Island, and
with a general lien.

Subtotal
Less Current Maturities

$

$

$

$

Amount

420,000
435,000
455,000
470,000
490,000

3,775,000
6,045,000

170,022

1,390,964

4,345,000

5,905,986
(216,761)
5,689,225

The aggregate amounts of principal payments on the long-term debt during each of the five years following
June 30, 2012 and thereafter are as follows:

Years Ending June 30,

2013
2014
2015
2016
2017
Thereafter

$

$

Amount

216,761
216,761
216,761

4,561,565
191,174
502,964

5,905,986
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The aggregate amounts of principal payments on the bond payable during each of the five years following 
June 30, 2012 and thereafter are as follows: 

Years Ending June 30, 

2013 
2014 
2015 
2016 
2017 
Thereafter 

9. Long-Term Debt 

Long-term debt as of June 30, 2012 consists ofthe following: 

The School received a $354,750 mortgage loan from a financial 
institution for a building. The mortgage, due September 1, 2017, is 
payable in monthly installments of $3,263, including interest at 
7.375% per annum. The School has the option to renew the loan for 
an additional five years. The loan is secured by the property on Dixon 
Avenue, Staten Island. 

The School executed a 15 year term note (the "Collfield Note") 
adjustable every five years, interest to be charged at a rate equal to 
one (1) month LIB OR, plus 4.00% per annum (7.85% as of June 30, 
2011), which matures on December 15,2024. The monthly payment 
approximates $14,160. This debt is secured by the property at 
682 Collfield Avenue, Staten Island, and with a general lien. 

The School executed a five year term note, interest to be charged at a 
rate equal to the prime rate, plus 3.00% per annum (6.25% as of 
June 30, 2012), which matures on March 31, 2016. Interest is payable 
quarterly and the total principal balance is due at maturity. This debt 
is secured by the property at 15-65 Beach Street, Staten Island, and 
with a general lien. 

Subtotal 
Less Current Maturities 

$ 

$ 

$ 

$ 

Amount 

420,000 
435,000 
455,000 
470,000 
490,000 

3,775,000 
6,045,000 

170,022 

1,390,964 

4,345,000 

5,905,986 
(216,761) 
5,689,225 

The aggregate amounts of principal payments on the long-term debt during each of the five years following 
June 30, 2012 and thereafter are as follows: 

Years Ending June 30, Amount 

2013 $ 216,761 
2014 216,761 
2015 216,761 
2016 4,561,565 
2017 191,174 
Thereafter 502,964 

$ 5,905,986 
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The Collfield Note has a variable rate which exposes the School to a variability in interest payments due to
changes in interest rates. The School believes that it is prudent to limit the variability of a portion of its interest
payments. To meet this objective, the School entered into an interest rate swap agreement to manage
fluctuations in cash flows resulting from interest rate risk. The swap changes a portion of the variable rate cash
flow exposure on the note to fixed cash flows. Under the terms of the interest rate swap, the School receives
variable interest rate payments and makes fixed interest rate payments on a notional principal amount, thereby
creating the equivalent of fixed-rate debt.

The interest rate swap contract effective December 15, 2009 requires that the School pay fixed-rates of interest
(8.05%) and receive interest variable rates of interest on a $1,535,000 notional amount of indebtedness through
December 15,2024. At June 30, 2012, the value of the swap contract was a liability of$252,623.

The swap interest agreement is valued based on discounted cash flows and prevailing interest rates. The
swap interest agreement is considered to be a Level 2 instrument under the fair value hierarchy. Changes in
the value of the interest rate swap are reflected as a charge based on an allocation between various programs in
the accompanying statement of activities.

Interest expense and the settlement of the swap for the year ended June 30, 2012 amounted to approximately
$121,000.

10. Line of Credit

The School has executed a line of credit for $2,000,000 with a bank, which expired on January 1,2012. The
agreement requires interest to be charged at a rate equal to the bank's prime rate plus 1.75%, with a
minimum rate of6.00% (6.00% as of June 30,2012). This debt is secured with a general lien. As of June 30,
2012, there was no balance outstanding on the line of credit.

11. Program and Public Support Services Revenue

For the year ended June 30, 2012, program and public support services revenue consists of the following:

Amount

New York City Office ofPeople With
Developmental Disabilities:

Medicaid
Other

New York City Board ofEducation
Long Island School Districts
Other

$ 12,882,731
657,917

8,243,748
1,794,017

130,072
$ 23,708,485

Medicaid revenue is reimbursed to the School at the net reimbursement rates as determined by each
program's cost report. Reimbursement rates are subject to revisions under the provisions of cost
reimbursement regulations. Adjustments for State Education Department rate reconciliation are recognized
in the year reconciled.

Certain programs of the School are funded by the Office of People With Developmental Disabilities
("OPWDD") and are eligible for property cost reimbursement. Once the rates have been finalized by
OPWDD, the School receives additional revenue through a rate adjustment for these programs. The
financial statements include the cost of the projects. The revenue is recorded once received by the School.
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The Collfield Note has a variable rate which exposes the School to a variability in interest payments due to 
changes in interest rates. The School believes that it is prudent to limit the variability of a portion of its interest 
payments. To meet this objective, the School entered into an interest rate swap agreement to manage 
fluctuations in cash flows resulting from interest rate risk. The swap changes a portion of the variable rate cash 
flow exposure on the note to fixed cash flows. Under the terms of the interest rate swap, the School receives 
variable interest rate payments and makes fixed interest rate payments on a notional principal amount, thereby 
creating the equivalent of fixed-rate debt. 

The interest rate swap contract effective December 15, 2009 requires that the School pay fixed-rates of interest 
(8.05%) and receive interest variable rates of interest on a $1,535,000 notional amount of indebtedness through 
December 15,2024. At June 30, 2012, the value of the swap contract was a liability of$252,623. 

The swap interest agreement is valued based on discounted cash flows and prevailing interest rates. The 
swap interest agreement is considered to be a Level 2 instrument under the fair value hierarchy. Changes in 
the value of the interest rate swap are reflected as a charge based on an allocation between various programs in 
the accompanying statement of activities. 

Interest expense and the settlement of the swap for the year ended June 30, 2012 amounted to approximately 
$121,000. 

10. Line of Credit 

The School has executed a line of credit for $2,000,000 with a bank, which expired on January 1,2012. The 
agreement requires interest to be charged at a rate equal to the bank's prime rate plus 1.75%, with a 
minimum rate of6.00% (6.00% as of June 30,2012). This debt is secured with a general lien. As of June 30, 
2012, there was no balance outstanding on the line of credit. 

11. Program and Public Support Services Revenue 

For the year ended June 30, 2012, program and public support services revenue consists of the following: 

N ew York City Office of People With 
Developmental Disabilities: 

Medicaid 
Other 

New York City Board of Education 
Long Island School Districts 
Other 

Amount 

$ 12,882,731 
657,917 

8,243,748 
1,794,017 

130,072 
$ 23,708,485 

Medicaid revenue is reimbursed to the School at the net reimbursement rates as determined by each 
program's cost report. Reimbursement rates are subject to revisions under the provisions of cost 
reimbursement regulations. Adjustments for State Education Department rate reconciliation are recognized 
in the year reconciled. 

Certain programs of the School are funded by the Office of People With Developmental Disabilities 
("OPWDD") and are eligible for property cost reimbursement. Once the rates have been finalized by 
OPWDD, the School receives additional revenue through a rate adjustment for these programs. The 
financial statements include the cost of the projects. The revenue is recorded once received by the School. 
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For the year ended June 30, 2012, grants and contract services revenue consists of the following:

Amount

Consulting and Outreach
Education:

IDEA
Other

OPWDD and NYC-DOHMH
Other (a)

$

$

1,159,500

324,837
237,075
241,998

2,149,000
4,112,410

(a) Other represents a grant in the amount of $2,149,000 that was restricted to and used for purchase and
rehabilitation of a new facility in the Stapleton section of Staten Island, N ew York.

13. Contributions

Included in contributions are amounts of $556,700 that were restricted to and used for purchase and
rehabilitation of a new facility in the Stapleton section of Staten Island, New York.

14. Pension Plan

The School has a federally qualified defined contribution pension plan covering substantially all full-time
employees who meet certain eligibility requirements. The amount contributed to the Plan is a fixed
percentage of participants' compensation. Pension expense amounted to approximately $420,000 for the
year ended June 30, 2012.

15. Temporarily Restricted Net Assets

Temporarily restricted net assets as ofJune 30, 2012 are available for the following purposes:

Amount

NYC Adult Services
Wright Avenue Facility

16. Related Party Transactions

$

$

425,116
50,000

475,116

The Foundation for the Advancement of Autistic Persons, Inc. (the "Foundation"), which was established to
solicit charitable contributions and other funds, and provide other benefits and support the mission of the
School and other organizations dedicated to the support of individuals with autism, shares certain members of
management with the School. The School provides management and personnel services to the Foundation.
Income for these services was $100,000 for the year ended June 30, 2012.

The Foundation has provided an advance with no stated due date to the School. At June 30, 2012, the
balance of this advance was $3,749,997. The Foundation requires that $25,000 be repaid each year. The
remaining portion has no specified due date. The amount presented on the statement of position is offset by
amounts due from the Foundation, which at June 30, 2012 totaled $1,578,047. The balance on the statement of
financial position is $2,171,950.
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12. Grants and Contract Services 

For the year ended June 30, 2012, grants and contract services revenue consists of the following: 

Consulting and Outreach 
Education: 

IDEA 
Other 

OPWDD and NYC-DOHMH 
Other (a) 

$ 

$ 

Amount 

1,159,500 

324,837 
237,075 
241,998 

2,149,000 
4,112,410 

(a) Other represents a grant in the amount of $2,149,000 that was restricted to and used for purchase and 
rehabilitation of a new facility in the Stapleton section of Staten Island, N ew York. 

13. Contributions 

Included in contributions are amounts of $556,700 that were restricted to and used for purchase and 
rehabilitation of a new facility in the Stapleton section of Staten Island, New York. 

14. Pension Plan 

The School has a federally qualified defined contribution pension plan covering substantially all full-time 
employees who meet certain eligibility requirements. The amount contributed to the Plan is a fixed 
percentage of participants' compensation. Pension expense amounted to approximately $420,000 for the 
year ended June 30, 2012. 

15. Temporarily Restricted Net Assets 

Temporarily restricted net assets as of June 30, 2012 are available for the following purposes: 

NYC Adult Services 
Wright A venue Facility 

16. Related Party Transactions 

$ 

$ 

Amount 

425,116 
50,000 

475,116 

The Foundation for the Advancement of Autistic Persons, Inc. (the "Foundation"), which was established to 
solicit charitable contributions and other funds, and provide other benefits and support the mission of the 
School and other organizations dedicated to the support of individuals with autism, shares certain members of 
management with the School. The School provides management and personnel services to the Foundation. 
Income for these services was $100,000 for the year ended June 30, 2012. 

The Foundation has provided an advance with no stated due date to the School. At June 30, 2012, the 
balance of this advance was $3,749,997. The Foundation requires that $25,000 be repaid each year. The 
remaining portion has no specified due date. The amount presented on the statement of position is offset by 
amounts due from the Foundation, which at June 30, 2012 totaled $1,578,047. The balance on the statement of 
financial position is $2,171,950. 
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The School's program costs are subject to audit by various government agencies. In the opinion of
the School management, any liabilities which might be incurred would not have a material effect on the
School's financial position or results of operations.

The School has lease agreements for rental space which expire at various dates through 2017. Rent expense for
the year ended June 30, 2012 was $388,523. In addition to these facilities, the School leases
equipment and vehicles under noncancelable operating leases. Non-cancelable minimum lease
payments are as follows:

Years Ending June 30, Amount

2013 $ 332,073
2014 149,114
2015 106,680
2016 87,515
2017 22,606

$ 697,988

18. Concentrations of Credit Risk

Financial instruments, which potentially subject the School to credit risk, consist principally of temporary
cash investments. The School places its temporary cash investments with various financial institutions. The
School maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits.
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17. Commitments and Contingencies 

18. 

The School's program costs are subject to audit by various government agencies. In the opinion of 
the School management, any liabilities which might be incurred would not have a material effect on the 
School's financial position or results of operations. 

The School has lease agreements for rental space which expire at various dates through 2017. Rent expense for 
the year ended June 30, 2012 was $388,523. In addition to these facilities, the School leases 
equipment and vehicles under noncancelable operating leases. Non-cancelable minimum lease 
payments are as follows: 

Years Ending June 30, Amount 

2013 $ 332,073 
2014 149,114 
2015 106,680 
2016 87,515 
2017 22,606 

$ 697,988 

Concentrations of Credit Risk 

Financial instruments, which potentially subject the School to credit risk, consist principally of temporary 
cash investments. The School places its temporary cash investments with various financial institutions. The 
School maintains its cash in bank deposit accounts which, at times, may exceed federally insured limits. 
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JOSEPH GUKSMAN, CPA 
MEMBER:AlCPA 

NYSSCPA 

Board of Directors of 
Rasc Center, Inc. 
Brooklyn, NY 

.J. GLiKSMAN CPA P.C. 
CfRllflED MlIC ACCOVNTAHI 

5417 18TH AVENUE 
BROOKLYN, NY 11204 

TEL (718) 234-8181 
FAX (718) 234-0014 

INDEPENDENT AUDITOR'S REPORT 

PARTICIPANT: AlCPA 
PEER REVIEW PROGRAM 

We have audited the accompanying statements of financial position of Hasc Center, Inc. 

as of June 30, 2014 and the related statements of activities, functional expenses, and of 

cash flows for the year then ended. These financial statements are the responsibility of 

the Agency's management. Our responsibility is to express an opinion on these financial 

statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the 

United States of America. Those standards require that we plan and perform the audit to 

obtain reasonable assurance about whether the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by management, as well as 

evaluating the overall financial statement presentation. We believe that our audit provides 

a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material 

respects, the financial position of Hasc Center, Inc. as of June 30, 2014 and the changes 

in its net assets and its cash flows for the year then ended in conformity with accounting 

principles generally accepted in the United States of America. 

J. Gliksman CPA PC 

November 23,2014 

HASC CENTER, INC. 

STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2014 

('''ith Comparative Totals for June 30, 2013) 

Current Assets 2014 2013 

Cash and Cash Equivalents $ 11,034,442 $ 8,970,896 

Investments 8,726,069 7,882,287 

Accounts Receivable (Less 

Allowance for Bad Debts $4,000) 408,173 280,731 

Management Fees Receivable 225,228 137,158 

Medicaid and Grants Receivable 6,514,338 7,159,609 

Prepaid Expenses 234,150 135,394 

Prepaid Interest 25,897 56,800 

Note Receivable - BKFHC 47,955 47,955 

Total Current Assets $ 27,216,252 $ 24,670,830 

Fixed Assets 

Land $ 2,481,500 $ 2,481,500 

Building 16,211,602 15,472,585 

Leasehold Improvements 2,893,944 2,763,647 

Vehicles 464,890 464,890 

Machinery & Equipment 670,734 602,257 

Furniture & Fixtures 482,231 409,326 

Accumulated Depreciation (8,558,940) (7,454,449) 

Total Fixed Assets $ 14,645,961 $ 14,739,756 

Other Assets 

Due from BKFHC $ 604,124 $ 404,124 

Discounted Note Receivable - BKFHC 261,096 242,825 

Reserve Funds 1,098,087 1,157,686 

Security Deposits 88,248 86,944 

Retirement Trust Fund 913,736 785,942 

Bond Closing Costs (Net of 

Amortization of $563,902) 686,330 747,151 

Total Other Assets $ 3,651,621 $ 3,424,672 

TOTAL ASSETS $ 45,513,834 $ 42,835,258 

notes to financial statements 2 
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BASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2014 
(With Comparative Totals for June 30, 2013) 

Current Liabilities 2014 

Accounts Payable $ 630,871 
Due to Employees HCI 415,523 
Accrued Wages & Taxes 1,296,545 
Accrued Expenses 55,000 
Loans & Leases Payable 529,602 
Advances Due OPWDD 58,971 
Mortgages Payable 887,383 
Mortgage and Interest Payable 712,439 

Total Current Liabilities $ 4,586,334 

Other Liabilities 

Loans & Leases Payable $ 8,000 
Advances Due OPWDD 250,218 
Retirement Trust Fund 913,736 
Mortgages Payable 7,807,900 

Total Other Liabilities $ 8,979,854 

TOTAL LIABILITIES $ 13,566,188 

Net Assets 

Unrestricted Net Assets $ 31,284,711 
Temporarily Restricted Net Assets 47,343 
Board Designated Net Assets 615,592 

Total Net Assets $ 31,947,646 

TOTAL LIABILITIES AND NET ASSETS $ 45,513,834 

notes to statements 3 

2013 

$ 482,370 
715,524 

1,138,590 
64,271 

553,561 
58,970 

875,627 
712,439 

$ 4,601,352 

$ 10,052 
250,218 
785,942 

8,682,327 

$ 9,728,539 

$ 14,329,891 

$ 28,229,621 
47,343 

228,403 

$ 28,505,367 

$ 42,835,258 

HASC CENTER, INC. 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

(With Comparative Totals for June 30, 2013) 

U nrestrictoo 

~ 

Revenue 

Workshop Sales $ 59,913 

Grants 41,598 

Program Service Fees 34,790,461 

Management Income 20,000 

Other Income 75,256 

Interest Income 907,081 

Total $ 35,894,309 

Expenses 

Program Expenses $ 30,184,316 

Management & General 2,267,714 

Total $ 32,452,030 

Change in Net Assets $ 3,442,279 

Net Assets Beginning 28,505,367 

NET ASSETS ENDING $ 31,947,646 

notes to HUL~"'d~ statements 4 

Unrestricted 
2013 

$ 73,807 
5,855 

33,709,598 
72,754 

252,550 
615,284 

$ 34,729,848 

$ 29,286,685 
2,168,391 

$ 31,455,076 

$ 3,274,772 

25,230,595 

$ 28,505,367 
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HASC CENTER, INC. 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2014 
(With Comparative Totals for June 30, 2013) 

General & Total 
Expenses Programs Administrative ~ 

Salaries $17,316,958 $ 1,190,285 $ I 8,507,243 
Taxes & Fringe Benefits 4,889,869 584,337 5,474,206 

Tota) Salaries and Benefits $22,206,827 $ 1,774,622 $23,981,449 

Food 1,068,653 14,172 1,082,825 
Repair & Maintenance 331,721 15,576 347,297 
Utilities 530,753 31,206 561,959 
Transportation 1,061,695 12,077 1,073,772 
Auto Expense 152,581 2,887 155,468 
Consumer Allowances & Incidental 408,213 408,213 
Consumer Recreation 431,598 850 432,448 
Consumer Salaries 51,823 51,823 
Staff Training 30,526 662 31,188 
Office Expense 136,746 61,869 198,615 
Supplies 416,730 17,207 433,937 
Postage 8,731 14,138 22,869 
Advertising 25,738 35,327 61,065 
Data Processing 98,491 6,146 104,637 
Licenses & Fees 54,070 4,909 58,979 
Professional Fees 136,005 128,344 264,349 
Equipment Lease 55,196 9,742 64,938 
Rent 1,167,453 61,350 1,228,803 
Insurance 190,592 60,289 250,881 
Interest 471,204 471,204 
Depreciation & Amortization 1,148,970 16,341 1 I 11 

TOTAL EXPENSES $30,J84,316 $ 2,267,7J4 $32,452,030 

notes to "LU~U'vL~ statements 5 

Total 
2013 

$17,510,841 
6,156,571 

$23,667,412 

1,007,817 
247,308 
535,337 

1,074,095 
149,318 
366,924 
426,990 

58,217 
20,749 

174,089 
374,681 

23,650 
27,323 

108,158 
58,167 

218,716 
64,318 

1,187,052 
226,650 
469,486 
968,619 

$3J,455,076 

HASC CENTER, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2014 
(With Comparative Totals for June 30, 2013) 

2014 
Cash Flows from Ol!erations 
Increase in Net Assets $ 3,442,279 
Acijustments to Reconcile Change in Net Assets 

to Net Cash Provided By Operations: 
Non-Cash Items: 
Depreciation & Amortization 1,165,311 
Increase (Decrease) in Cash Resultingfrom 
Changes in Operating Assets and Liabilities: 
Receivables, Prepaids, Etc. 509,493 
Payables, Accruals, Etc. (2,815) 

Net Cash Provided by Operations $ 5,114,268 

Cash Flows from Investing 
Investments $ (843,782) 
Advance to BKFHC (306,341) 
Purchase of Fixed Assets (1,071 ,516) 

Net Cash Used by Investing $ (2,221,639) 

Cash Flows from Financing 
Debt Reserve Fund $ 59,599 
Proceeds (Payments) of Loans (26,011) 
Proceeds (Payments) of Mortgages (862,671) 

Net Cash Provided (Used) by Financing $ (829,083) 

Net Cash Provided (Used): $ 2,063,546 

Cash Balance Beginning 8,970,896 

CASH BALANCE ENDING $ 11,034,442 

Interest Paid $ 471,204 

notes to financial statements 6 

2013 

$ 3,274,772 

968,619 

(1,939,103) 
(166,685) 

$ 2,137,603 

$ (2,506,559) 
(3,711) 

(2,420,478) 

$ (4,930,748) 

$ (162,895) 
(899,842) 

2,838,624 

$ 1,775,887 

$ (1,017,258) 

9,988,154 

$ 8,970,896 

$ 469,486 
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HASC CENTER, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note A - Nature of Organization 

Hasc Center, Inc. (the agency) is a not-for-profit agency that provides an array of 
services in Brooklyn, NY to children and adults with developmental disabilities and to 
their families. Approximately 90% of the Agency's revenue is Medicaid received from 
OPWDD. The services include Day Programming, Residential Services, Employment 
Services, Service Coordination and Residential Habilitation. 

Note B - Accounting Policies 

The accounting policies of the agency conform to accounting principles generally 
accepted as applicable to voluntary health and welfare agencies. The accrual basis of 
accounting is followed by the agency. Under the accrual basis of accounting, revenues 
are reported when earned. Expenditures are recorded when the goods are received or 
services are rendered. Sick and vacation pay is recorded when earned. 

Accounts receivable are stated at the amount management expects to collect from 
outstanding balances. Management provides for probable uncollectible through a 
provision for bad debt expense and an adjustment to a valuation allowance based on 
its assessment of the current status of individual accounts. Balances that are still 
outstanding after management has used reasonable collection efforts are written off 
through a charge to the valuation allowance and a credit to accounts receivable. 
Changes in the valuation have not been material to the financial statements. 

The agency reports investments in equity and debt securities at their fair values in the 
statements of assets, liabilities and net assets. Interest, dividends, realized and 
unrealized gains and losses are included in the change in net assets. 

All depreciable assets that cost at least $1,000 are recorded at cost and are depreciated 
on a straight-line basis. Buildings are depreciated over 25 years. Machinery and 
equipment are depreciated over 3 to 7 years and transportation equipment over 4 
years. Leasehold improvements are depreciated over the term of the lease including 
extensions at the tenant's option. 

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

7 

Note B - Accounting Policies (continued) 

The preparation of financial statements in confonnity with generally accepted 

accounting principles requires management to make estimates and assumptions that 

affect the reported amounts of assets and liabilities and disclosure of contingent assets 

and liabilities at the date of the financial statements and the reported amounts of 

revenues and expenses during the reported period. Actual results may differ from 

those estimates. 

The agency reports infonnation regarding its financial position and activities 

according to three classes of net assets: unrestricted net assets, temporarily restricted 

net assets, and permanently restricted net assets. Contributions and grants received are 

recorded as unrestricted, temporarily restricted, or permanently restricted support, 

depending on the existence or nature of any donor restrictions. When a restriction 

expires, temporarily restricted net assets are reclassified to unrestricted net assets. 

Restricted revenue whose restriction expired during the year is presented as 

unrestricted revenue. 

Infonnation for the year ended June 30, 2013 is presented for comparative purposes 

only, and was extracted from the financial statements prepared for that year, upon 

which an unqualified opinion dated December 23,2013, was expressed. 

The agency is a tax-exempt organization under the law of New York State and under 

Internal Revenue Code 501(c) (3) as a non-private foundation. 

For purposes of the statements of cash flows, the organization considers all highly 

liquid investments with an initial maturity of three months or less to be cash 

equivalents. 

Subsequent events have been evaluated through November 23,2014, the date of which 

financial statements were available to be issued. 

Note C - Concentrations of Credit Risk 

The agency maintains cash balances at Capital One Bank and Bank of New York 

Mellon located in New York City. Federal Deposit Insurance Corporation insures all 

accounts at each institution in full. 

8 
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Note D - Investments 

Investments reported in the statement of financial positIOn are made up of a 

diversified portfolio of financial instruments with readily determinable fair values 

based on quoted prices in active markets for identical assets (Levell) consisting of 

the following fair values measured on a recurring basis at June 30: 

2014 2013 

Equity securities $1,633,721 $1,345,261 

U S government and agency bonds 253,063 452,986 

Stock mutual funds & exchange 

traded funds 2,451,275 2,539,927 

Fixed income funds 1,907,514 1,570,077 

Cash & money market accounts 1,170,186 727,834 

International funds & commodities 106,239 78,233 

Accrued interest 2,277 2,233 

Total $7,524,275 $6,716,551 

Additionally, investments includes a J P Morgan Annuity in the amount of 

$1,174,794, and an insurance policy with a cash value of $27,000. The investments 

are not insured. The annuity pays 3% interest per year. Interest and dividend income 

from these holdings for the year ended June 30, 2014 was $163,803. Realized gains 

in fair market value ofthe investments for the year ended June 30,2014 is reported in 

the statement of activities in the amount of$147,572. Unrealized gains in fair market 

value of the investments for the year ended June 30, 2014 is reported in the statement 

of activities in the amount of $534,048. Portfolio management expense for the year 

ended June 30, 2014 was $36,905. 

Note E - Accounts Receivable 

Accounts Receivable represents amounts owed to Hasc Center from workshop sales, 

net of an allowance for bad debts estimated to be $4,000. 

Note F - Medicaid and Grants Receivable 

All of the Medicaid and Grants Receivable are due from OPWDD. 

9 

Note G - Reserve Funds and Closing Costs 

Reserve funds represents cash held by Bank of New York under the New York City 
Industrial Development Agency financing arrangement and by Dormitory Authority of 
the State of New York (DASNy) as security for payment of the Bonds and Mortgage 
loans. 

Closing costs represents the costs of obtaining the mortgages payable through the 
DASNY and New York City Industrial Development Agency. The costs are being 
amortized over 15 years which is the life of the mortgages. 

Note H - Mortgages Payable 

The agency is liable for several mortgage loans from Medical Care Facilities Finance 
Agency, New York City Industrial Development Agency, JP Morgan Chase, 
Dormitory Authority of the State of New York (DASNy) and from Capital One Bank 
to finance construction or renovation of the residential sites. The combined original 
amount of the loans is $18,424,931. Substantially all the agency's real property is 
pledged as collateral to the mortgages. Certain of the agreements provide for 
restrictions on the Agency's guarantees, other loans, mergers or other major changes 
in the business and on cash flow, net assets and debt to capital ratio. The mortgages 
are repaid by withholding from Medicaid funds or by monthly payments to the bank 
trustee. Interest rates range from 2.75% to 8.75%. Interest expense for the year ended 
June 30, 2014 was $466,242. Principal installments due in each of the next five years 
are as follows: 

Year ended June 30, 2015 
Year ended June 30, 2016 
Year ended June 30, 2017 
Year ended June 30, 2018 
Year ended June 30, 2019 

Note I - Loans Payable 

$887,383 
720,127 
738,961 
908,172 
813,672 

The agency is liable for several notes for the financing of capitalized equipment and 
auto leases. The total balance at June 30, 2014 is $37,602. Interest expense at various 
rates ranging from 1%-13% for the year ended June 30, 2014 was $2,697. Principal 
installments due in each of the next years are as follows: 

Year ended June 30, 2015 
Year ended June 30, 2016 

10 

$29,602 
8,000 
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The agency has a line of credit with Capital One Bank in the amount of $2,000,000. 
Currently, $500,000 is outstanding. The agency expects to retire this loan with permanent 
financing during 2014. 

NoteJ -Advance from OPWnD 

Advance from OPWDD represents amounts advanced by the New York State Office 
for People With Developmental Disabilities to finance the renovation of new sites and 
the start-up of new programs. These amounts are either repaid over five years from the 
date the new program opens or are converted to long term debt by inclusion in the 
mortgage loan from Dormitory Authority of the State of New York. 

Note K -- Leases 

The agency leases space for ten sites in Brooklyn. The leases are for 2 to 1 ° years. 
Annual rent is $1,228,803, and future commitments are: 

Year ended June 30, 2015 
Year ended June 30, 2016 
Year ended June 30, 2017 
Year ended June 30, 2018 
Year ended June 30, 2019 

Note L -- Equipment Leases 

$759,290 
672,164 
692,329 
713,098 
584,573 

The agency leases various auto and office equipment under 2 to 4-year leases. The 
gross amount capitalized to date is $408,785 and is completely depreciated. Interest 
rates range from 1.9% to 13%. Total amount paid under expensed leases during the 
year ended June 30, 2014 was $64,938, and future required payments are: 

Year ended June 30, 2015 
Year ended June 30, 2016 

Note M -- Due to Employees Hel 

$64,680 
15,096 

This represents the accrued health insurance expense for the unexpended funds in the 
year ended June 30, 2013 from New York State OP\VDD for the purpose of 
reimbursing employees for hea1thcare expenses. 

11 

Note N - Related Parties 

The agency provided management services to Rasc Diagnostic & Treatment Center, 
Inc. Management fees for the year ended June 30, 2014 was $20,000. The two entities 
are under common management. 

Rasc Center, Inc. purchased transportation services from a Not for Profit entity at a 
cost of $911,454 and $911,747 for the years ended June 30,2014 and June 30, 2013 
respectively. Rasc Center owed the other entity $84,554 and $163,588 as of June 30, 
2012, and June 30, 2013 respectively. The two entities are under common 
management. 

Note 0 - Pension Plan 

The agency maintains a 401K pension plan covering all employees who have been 
employed at least one year. Employees may contribute 15% of salaries to a maximum 
of $17,500, and an additional $5,500 for employees over fifty years old. The agency 
matches 25% of employee contributions. The cost of the plan was $107,417 for the 
year ended June 30, 2014. 

Note P - Contingencies 

The agency receives payments from third party payors for services. These payments 
are subject to audit by various regulatory bodies which may give rise to contingent 
liabilities. The board has set up funds for such contingent liabilities, which is 
reflected in the financial statements as board designated funds. 
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J. GLiKSMAN CPA P.C.
CERTIFIED PUBLIC ACCOUNTANT

5417 18TH AVENUE
NY 11204

JOSEPH GLiKSMAN, CPA
MEMBER: AlCPA

NYSSCPA

Board of Directors of
Hasc Center, Inc.
Brooklyn, NY

TEL (718) 234-8181
FAX (718) 234-0014

INDEPENDENT AUDITOR'S REPORT

PARTICIPANT: AICPA
PEER REVIEW PROGRAM

We have audited the accompanying statements of financial position of Hasc Center, Inc.
as of June 30, 2013 and the related statements of activities, functional expenses, and of
cash flows for the year then ended. These financial statements are the responsibility of
the Agency's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Hasc Center, Inc. as of June 30, 2013 and the changes
in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

J. Gliksman CPA PC

December 23,2013
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NY 11204 
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PARTICIPANT: AICPA 
PEER REVIEW PROGRAM 

We have audited the accompanying statements of financial position of Hasc Center, Inc. 
as of June 30, 2013 and the related statements of activities, functional expenses, and of 
cash flows for the year then ended. These financial statements are the responsibility of 
the Agency's management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Hasc Center, Inc. as of June 30, 2013 and the changes 
in its net assets and its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

J. Gliksman CPA PC 

December 23,2013 

HASC CENTER, INC.
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2013
(With Comparative Totals for .June 30, 2012)

Current Assets 2013 2012

Cash and Cash Equivalents $ 8,970,896 $ 9,988,154
Investments 7,882,287 5,375,728
Accounts Receivable (Less

Allowance for Bad Debts $4,000) 280,731 136,876
Management Fees Receivable 137,158 101,561
Medicaid and Grants Receivable 7,159,609 5,510,533
Prepaid Expenses 135,394 179,597
Prepaid Interest 56,800 10,880
Note Receivable - BKFHC 47,955 47,955

Total Current Assets $ 24,670,830 $ 21,351,284

Fixed Assets

Land $ 2,481,500 $ 2,481,500
Building 15,472,585 13,276,265
Leasehold Improvements 2,763,647 2,747,982
Vehicles 464,890 561,806
Machinery & Equipment 602,257 385,562
Furniture & Fixtures 409,326 370,890
Accumulated Depreciation (7,454,449) (6,536,108)

Total Fixed Assets $ 14,739,756 $ 13,287,897

Other Assets

Due from BKFHC $ 404,124 $ 454,281
Discounted Note Receivable - BKFHC 242,825 224,554
Reserve Funds 1,157,686 994,791
Security Deposits 86,944 84,724
Retirement Trust Fund 785,942 707,973
Bond Closing Costs (Net of

Amortization of $503,081) 151 604,916

Total Other Assets $ 3,424,672 $ 3,071,239

TOTAL ASSETS $ 42,835,258 $ 37,710,420

See notes to financial statements 2

HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2013 
(\Vith Comparative Totals for .June 30, 2012) 

Current Assets 2013 2012 

Cash and Cash Equivalents $ 8,970,896 $ 9,988,154 
Investments 7,882,287 5,375,728 
Accounts Receivable (Less 

Allowance for Bad Debts $4,000) 280,731 136,876 
Management Fees Receivable 137,158 101,561 
Medicaid and Grants Receivable 7,159,609 5,510,533 
Prepaid Expenses 135,394 179,597 
Prepaid Interest 56,800 10,880 
Note Receivable - BKFHC 47,955 47,955 

Total Current Assets $ 24,670,830 $ 21,351,284 

Fixed Assets 

Land $ 2,481,500 $ 2,481,500 
Building 15,472,585 13,276,265 
Leasehold Improvements 2,763,647 2,747,982 
Vehicles 464,890 561,806 
Machinery & Equipment 602,257 385,562 
Furniture & Fixtures 409,326 370,890 
Accumulated Depreciation (7,454,449) (6,536,108) 

Total Fixed Assets $ 14,739,756 $ 13,287,897 

Other Assets 

Due from BKFHC $ 404,124 $ 454,281 
Discounted Note Receivable - BKFHC 242,825 224,554 
Reserve Funds 1,157,686 994,791 
Security Deposits 86,944 84,724 
Retirement Trust Fund 785,942 707,973 
Bond Closing Costs (Net of 

Amortization of 5503,081) 51 604,916 

Total Other Assets $ 3,424,672 $ 3,071,239 

TOTAL ASSETS $ 42,835,258 $ 37,710,420 
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BASC CENTER, INC.
STATEMENT OF FINANCIAL POSITION

JUNE 30, 2013
(With Comparative Totals for June 30, 2012)

Current Liabilities 2013 2012

Accounts Payable $ 482,370 $ 438,147
Due to Employees HeI 715,524 715,523
Accrued Wages & Taxes 1,138,590 1,346,643
Accrued Expenses 64,271 58,171
Loans & Leases Payable 553,561 1,453,403
Advances Due OPWDD 58,970 58,970
Mortgages Payable 875,627 1,027,196
Mortgage and Interest Payable 712,439 743,412

Total Current Liabilities $ 4,601,352 $ 5,841,465

Other Liabilities

Loans & Leases Payable $ 10,052 $ 10,052
Advances Due OPWDD 250,218 259,174
Retirement Trust Fund 785,942 707,973
Mortgages Payable 8,682,327 1 161

Total Other Liabilities $ 9,728,539 $ 6,638,360

TOTAL LIABILITIES $ 14,329,891 $ 12,479,825

Net Assets

Unrestricted Net Assets $ 28,229,621 $ 25,059,557
Temporarily Restricted Net Assets 47,343 47,343
Board Designated Net Assets 228,403 123,695

Total Net Assets $ 28,505,367 $ 25,230,595

TOTAL LIABILITIES AND NET ASSETS $ 42,835,258 $ 37,710,420

See notes to financial statements 3

HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2013 
(With Comparative Totals for June 30, 2012) 

Current Liabilities 2013 

Accounts Payable $ 482,370 
Due to Employees HeI 715,524 
Accrued Wages & Taxes 1,138,590 
Accrued Expenses 64,271 
Loans & Leases Payable 553,561 
Advances Due OPWDD 58,970 
Mortgages Payable 875,627 
Mortgage and Interest Payable 712,439 

Total Current Liabilities $ 4,601,352 

Other Liabilities 

Loans & Leases Payable $ 10,052 
Advances Due OPWDD 250,218 
Retirement Trust Fund 785,942 
Mortgages Payable 8,682,327 

Total Other Liabilities $ 9,728,539 

TOT AL LIABILITIES $ 14,329,891 

Net Assets 

Unrestricted Net Assets $ 28,229,621 
Temporarily Restricted Net Assets 47,343 
Board Designated Net Assets 228,403 

Total Net Assets $ 28,505,367 

TOTAL LIABILITIES AND NET ASSETS $ 42,835,258 

2012 

$ 438,147 
715,523 

1,346,643 
58,171 

1,453,403 
58,970 

1,027,196 
743,412 

$ 5,841,465 

$ 10,052 
259,174 
707,973 

1 161 

$ 6,638,360 

$ 12,479,825 

$ 25,059,557 
47,343 

123,695 

$ 25,230,595 

$ 37,710,420 

HASC CENTER, INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2013
(With Comparative Totals for June 30, 2012)

Unrestricted Unrestricted
2013 2012

Revenue

Workshop Sales $ 73,807 $ 104,727
Grants 5,855 68,541
Program Service Fees 33,709,598 33,202,369
~anagementIncome 72,754 134,261
Other Income 252,550 92,708
Interest Income 615,284 435,521

Total $ 34,729,848 $ 34,038,127

Expenses

Program Expenses $ 29,286,685 $ 28,634,281
~anagement & General 2,168,391 2,274,911

Total $ 31,455,076 $ 30,909,192

Change in Net Assets $ 3,274,772 $ 3,128,935

Net Assets Beginning 25,230,595 22,101,660

NET ASSETS ENDING $ 28,505,367 $ 25,230,595

See notes to financial statements 4

HASC CENTER, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2013 
(With Comparative Totals for June 30, 2012) 

Unrestricted 
2013 

Revenue 

Workshop Sales $ 73,807 
Grants 5,855 
Program Service Fees 33,709,598 
~anagementlncome 72,754 
Other Income 252,550 
Interest Income 615,284 

Total $ 34,729,848 

Expenses 

Program Expenses $ 29,286,685 
~anagement & General 2,168,391 

Total $ 31,455,076 

Change in Net Assets $ 3,274,772 

Net Assets Beginning 25,230,595 

NET ASSETS ENDING $ 28,505,367 

Unrestricted 
2012 

$ 104,727 
68,541 

33,202,369 
134,261 
92,708 

435,521 

$ 34,038,127 

$ 28,634,281 
2,274,911 

$ 30,909,192 

$ 3,128,935 

22,101,660 

$ 25,230,595 
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HASC CENTER, INC.
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2013
(\Vith Comparative Totals for June 30, 2012)

General & Total Total
Expenses Programs Administrative 2013 2012

Salaries $16,469,291 $ 1,041,550 $17,510,841 $17,286,959
Taxes & Fringe Benefits 5,507,962 648,609 6,156,571 6,116,059

Total Salaries and Benefits $21,977,253 $ 1,690,159 $23,667,412 $23,403,018

Food 993,817 14,000 1,007,817 932,999
Repair & Maintenance 235,380 11,928 247,308 209,787
Utilities 505,924 29,413 535,337 508,568
Transportation 1,064,275 9,820 1,074,095 1,151,838
Auto Expense 144,908 4,410 149,318 143,385
Consumer Allowances & Incidental 366,924 366,924 401,645
Consumer Recreation 426,510 480 426,990 393,657
Consumer Salaries 58,217 58,217 52,323
StaffTraining 20,496 253 20,749 27,271
Office Expense 119,508 54,581 174,089 160,870
Supplies 361,623 13,058 374,681 364,430
Postage 12,575 11,075 23,650 41,558
Advertising 14,317 13,006 27,323 5,054
Data Processing 101,679 6,479 108,158 101,112
Licenses & Fees 45,005 13,162 58,167 49,773
Professional Fees 57,341 161,375 218,716 237,759
Equipment Lease 53,519 10,799 64,318 48,504
Rent 1,127,986 59,066 1,187,052 1,147,929
Insurance 179,376 47,274 226,650 191,203
Mortgage Fees 4,409
Interest 469,486 469,486 488,782
Depreciation & Amortization 950,566 1 968,619 843,318

TOTAL EXPENSES $29,286,685 $ 2,168,391 $31,455,076 $30,909,192

See notes to financial statements 5

HASC CENTER, INC. 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2013 
(\Vith Comparative Totals for June 30, 2012) 
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Consumer Allowances & Incidental 366,924 366,924 
Consumer Recreation 426,510 480 426,990 
Consumer Salaries 58,217 58,217 
Staff Training 20,496 253 20,749 
Office Expense 119,508 54,581 174,089 
Supplies 361,623 13,058 374,681 
Postage 12,575 11,075 23,650 
Advertising 14,317 13,006 27,323 
Data Processing 101,679 6,479 108,158 
Licenses & Fees 45,005 13,162 58,167 
Professional Fees 57,341 161,375 218,716 
Equipment Lease 53,519 10,799 64,318 
Rent 1,127,986 59,066 1,187,052 
Insurance 179,376 47,274 226,650 
Mortgage Fees 
Interest 469,486 469,486 
Depreciation & Amortization 950,566 968,619 

TOTAL EXPENSES $29,286,685 $ 2,168,391 $31,455,076 

Total 
2012 

$17,286,959 
6,116,059 

$23,403,018 

932,999 
209,787 
508,568 

1,151,838 
143,385 
401,645 
393,657 
52,323 
27,271 

160,870 
364,430 
41,558 

5,054 
101,112 
49,773 

237,759 
48,504 

1,147,929 
191,203 

4,409 
488,782 
843,318 

$30,909,192 

HASC CENTER, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2013
(\Vith Comparative Totals for June 30, 2012)

2013 2012
Cash Flows from Operations
Increase in Net Assets $ 3,274,772 $ 3,128,935
Adjustments to Reconcile Change in Net Assets

to Net Cash Provided By Operations:
Non-Cash Items:
Prior Period Adjustment (489,305)
Depreciation & Amortization 968,619 843,318
Increase (Decrease) in Cash Resultingfrom
Changes in Operating Assets and Liabilities:
Receivables, Prepaids, Etc. (1,939,103) 689,978
Payables, Accruals, Etc. (166,685) (151,568)

Net Cash Provided by Operations $ 2,137,603 $ 4,021,358

Cash Flows from Investing
Investments $ (2,506,559) $ (3,784,441)
Advance to BKFHC (3,711) 218,898
Purchase of Fixed Assets (2,420,478) (2,240,864)

Net Cash Used by Investing $ (4,930,748) $ (5,806,407)

Cash Flows from Financing
Debt Reserve Fund $ (162,895) $ 28,029
Proceeds (Payments) of Loans (899,842) 1,389,372
Proceeds (Payments) of Mortgages 2,838,624 (1,190,637)

Net Cash Provided by Financing $ 1,775,887 $ 226,764

Net Cash Used: $ (1,017,258) $ (1,558,285)

Cash Balance Beginning 9,988,154 11,546,439

CASH BALANCE ENDING $ $ 9,988,154

Interest Paid $ 469,486 $ 488,782

See notes to financial statements 6
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HASC CENTER, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

Note A - Nature of Organization

Hasc Center, Inc., (the agency) is a not-for-profit agency that provides an array of
services in Brooklyn, NY, to children and adults with developmental disabilities and
their families. Approximately 90% of the Agency's revenue is Medicaid received from
OPWDD. The services include Day Programming, Residential Services, Employment
Services, Service Coordination and Residential Habilitation.

Note B - Accounting Policies

The accounting policies of the agency conform to accounting principles generally
accepted as applicable to voluntary health and welfare agencies. The accrual basis of
accounting is followed by the agency. Under the accrual basis of accounting, revenues
are reported when earned. Expenditures are recorded when the goods are received or
services are rendered. Sick and vacation pay is recorded when earned.

Accounts receivable are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible through a
provision for bad debt expense and an adjustment to a valuation allowance based on
its assessment of the current status of individual accounts. Balances that are still
outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to accounts receivable.
Changes in the valuation have not been material to the financial statements.

The agency reports investments in equity and debt securities at their fair values in the
statements of assets, liabilities and net assets. Interest, dividends, realized and
unrealized gains and losses are included in the change in net assets.

All depreciable assets that cost at least $1,000 are recorded at cost and are depreciated
on a straight-line basis. Buildings are depreciated over 25 years. Machinery and
equipment are depreciated over 3 to 7 years and transportation equipment over 4
years. Leasehold improvements are depreciated over the term of the lease including
extensions at the tenant's option.

The costs of providing the various programs and other activities have been
summarized on a functional basis in the statements of functional expenses.
Accordingly, certain costs have been allocated among the programs and supporting
services benefited.
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HASC CENTER, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note A - Nature of Organization 

Hasc Center, Inc., (the agency) is a not-for-profit agency that provides an array of 
services in Brooklyn, NY, to children and adults with developmental disabilities and 
their families. Approximately 90% of the Agency's revenue is Medicaid received from 
OPWDD. The services include Day Programming, Residential Services, Employment 
Services, Service Coordination and Residential Habilitation. 

Note B - Accounting Policies 

The accounting policies of the agency conform to accounting principles generally 
accepted as applicable to voluntary health and welfare agencies. The accrual basis of 
accounting is followed by the agency. Under the accrual basis of accounting, revenues 
are reported when earned. Expenditures are recorded when the goods are received or 
services are rendered. Sick and vacation pay is recorded when earned. 

Accounts receivable are stated at the amount management expects to collect from 
outstanding balances. Management provides for probable uncollectible through a 
provision for bad debt expense and an adjustment to a valuation allowance based on 
its assessment of the current status of individual accounts. Balances that are still 
outstanding after management has used reasonable collection efforts are written off 
through a charge to the valuation allowance and a credit to accounts receivable. 
Changes in the valuation have not been material to the financial statements. 

The agency reports investments in equity and debt securities at their fair values in the 
statements of assets, liabilities and net assets. Interest, dividends, realized and 
unrealized gains and losses are included in the change in net assets. 

All depreciable assets that cost at least $1,000 are recorded at cost and are depreciated 
on a straight-line basis. Buildings are depreciated over 25 years. Machinery and 
equipment are depreciated over 3 to 7 years and transportation equipment over 4 
years. Leasehold improvements are depreciated over the term of the lease including 
extensions at the tenant's option. 

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

7 

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

The agency reports information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted
net assets, and permanently restricted net assets. Contributions and grants received are
recorded as unrestricted, temporarily restricted, or permanently restricted support,
depending on the existence or nature of any donor restrictions. When a restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets.
Restricted revenue whose restriction expired during the year is presented as
unrestricted revenue.

Information for the year ended June 30, 2012 is presented for comparative purposes
only, and was extracted from the financial statements prepared for that year, upon
which an unqualified opinion dated December 28, 2012, was expressed.

The agency is a tax-exempt organization under the law of New York State and under
Internal Revenue Code 501(c) (3) as a non-private foundation.

For purposes of the statements of cash flows, the organization considers all highly
liquid investments with an initial maturity of three months or less to be cash
equivalents.

Subsequent events have been evaluated through December 23,2013, the date of which
financial statements were available to be issued.

Note C - Concentrations of Credit Risk

The agency maintains cash balances at Capitol One Bank and Bank of New York
Mellon located in New York City. Federal Deposit Insurance Corporation insures all
accounts at each institution in full.
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Note D - Investments

Investments reported in the statement of financial position are made up of a
diversified portfolio of financial instruments with readily detenninable fair values
based on quoted prices in active markets for identical assets (Levell) consisting of
the following fair values measured on a recurring basis at June 30:

Equity securities
U S government and agency bonds
Stock mutual funds & exchange
traded funds
Fixed income funds
Cash & money market accounts
International Funds
Accrued interest

Total

2013

$1,345,261
452,986

2,539,927
1,570,077

727,834
78,233

$6,716,551

2012

$1,699,970
473,564

717,125
928,169
310,487
110,775

1,473

$4,241,563

Additionally, investments includes a J P Morgan Annuity in the amount of
$1,138,739, and an insurance policy with a cash value of $27,000. The investments
are not insured. The annuity pays 3% interest per year. Interest and dividend income
from these holdings for the year ended June 30, 2013 was $152,213. Realized gains
in fair market value of the investments for the year ended June 30, 2013 is reported in
the statement of activities in the amount of $77,924. Unrealized gains in fair market
value of the investments for the year ended June 30, 2013 is reported in the statement
of activities in the amount of $266,909. Portfolio management expense for the year
ended June 30, 2013 was $34,058.

Note E - Accounts Receivable

Accounts Receivable represents amounts owed to Hasc Center from workshop sales,
net of an allowance for bad debts estimated to be $4,000.

Note F - Medicaid and Grants Receivable

of the Medicaid and Grants Receivable are due from OPWDD.
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Reserve funds represents cash held by Bank of New York, under the New York City
Industrial Development Agency financing arrangement and by Dormitory Authority of
the State of New York (DASNY) as security for payment of the Bonds and Mortgage
loans.

Closing costs represents the costs of obtaining the mortgages payable through the
DASNY and New York City Industrial Development Agency. The costs are being
amortized over 15 years, which is the life of the mortgages.

Note H - Mortgages Payable

The agency is liable for several mortgage loans from Medical Care Facilities Finance
Agency, New York City Industrial Development Agency, JP Morgan Chase,
Dormitory Authority of the State of New York (DASNY) and from Capitol One Bank
to finance construction or renovation of the residential sites. The combined original
amount of the loans is $18,424,931. Substantially all the agency's real property is
pledged as collateral to the mortgages. Certain of the agreements provide for
restrictions on the Agency's guarantees, other loans, mergers or other major changes
in the business and on cash flow, net assets, and debt to capital ratio. The mortgages
are repaid by withholding from Medicaid funds or by monthly payments to the bank
trustee. Interest rates range from 2.75% to 8.75%. Interest expense for the year ended
June 30, 2013 was $469,037. Principal installments, due in each of the next five years
are as follows:

Year ended June 30,2014
Year ended June 30, 2015
Year ended June 30, 2016
Year ended June 30, 2017
Year ended June 30, 2018

Note I - Loans Payable

$864,917
887,383
720,127
738,961
908,172

The agency is liable for several notes for financing of capitalized equipment and auto
leases. The total balance at June 30, 2013 is $2,052. Interest expense at various rates
ranging from 1%-13% for the year ended June 30, 2013 was $449. Principal
installments, due in each of the next five years are as follows:

Year ended June 30,2014 $2,052

The agency has a line of credit with Capital One Bank in the amount of $2,000,000.
Currently $500,000 is outstanding. The agency expects to retire this loan with permanent
financing during 2013.
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Note J - Advance from OPWDD

Advance from OPWDD represents amounts advanced by the New York State Office
for People With Developmental Disabilities to finance renovation of new sites and
start-up of new programs. These amounts are either repaid over five years from the
date the new program opens, or are converted to long term debt by inclusion in the
mortgage loan from Dormitory Authority of the State of New York.

Note K - Leases

The agency leases space for ten sites in Brooklyn. The leases are for 2 to 10 years.
Annual rent is $1,187,052, and future commitments are:

Year ended June 30,2014
Year ended June 30, 2015
Year ended June 30,2016
Year ended June 30,2017
Year ended June 30, 2018

Note L - Equipment Leases

$737,175
759,290
672,164
692,329
713,098

The agency leases various auto and office equipment under 2 to 4-year leases. The
gross amount capitalized to date is $408,785 and is completely depreciated. Interest
rates range from 1.9% to 13%. Total amount paid under expensed leases during the
year ended June 30, 2013 was $64,318, and future required payments are:

Year ended June 30, 2014
Year ended June 30,2015
Year ended June 30, 2016

Note M - Due to Employees Hel

$28,182
21,099
15,096

This represents the accrued health insurance expense for the unexpended funds in the
ended June 30, 2013 from New York State OPWDD for the purpose of

reimbursing employees for healthcare expenses.
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The agency provided management services to Hasc Diagnostic & Treatment Center,
Inc. Management fees for the year ended June 30, 2013 was $72,754. The two entities
are under common management.

Hasc Center, Inc. purchased transportation services from a Not for Profit entity at a
cost of $981,257 and $911,747 for the years ended June 30, 2012 and June 30, 2013
respectively. Hasc Center owed the other entity $84,554 and $163,588 as of June 30,
2012, and June 30, 2013 respectively. The two entities are under common
management.

Note 0 Pension Plan

The agency maintains a 401K pension plan covering all employees who have been
employed at least one year. Employees may contribute 15% of salaries to a maximum
of $17,500, and an additional $5,500 for employees over fifty years old. The agency
matches 25% of employee contributions. The cost of the plan was $117,547 for the
year ended June 30, 2013.

Note P - Contingencies

The agency receives payments from third party payors for services. These payments
are subject to audit by various regulatory bodies which may give rise to contingent
liabilities. The board has set up funds for such contingent liabilities, which is
reflected in the financial statements as board designated funds.
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JOSEPH GLiKSMAN, CPA 
MEMBER: AICPA 

NYSSCPA 

Board of Directors of 
Rasc Center, Inc. 
Brooklyn, NY 

J. GLiKSMAN CPA P.C. 
CERTIFIED PUBLIC ACCOUNTANT 

5417 18TH AVENUE 
BROOKLYN, NY 11204 

TEL (718) 234-8181 
FAX (718) 234-0014 

INDEPENDENT AUDITOR'S REPORT 

PARTICIPANT: AICPA 
PEER REVIEW PROGRAM 

We have audited the accompanying statements of financial position of Rasc Center, Inc. 
as of June 30, 2012 and the related statements of activities, functional expenses, and of 
cash flows for the year then ended. These financial statements are the responsibility of 
the Agency's management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Rasc Center, Inc. as of June 30, 2012 and the changes 
in its net assets and its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

f ~/ tJl1- crfJ Ii 
/ 
J. Gliksman CPA PC 

December 28,2012 
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HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2012 
(With Comparative Totals for June 30, 2011) 

Current Assets 2012 2011 

Cash and Cash Equivalents $ 9,988,154 $ 11,546,439 
Investments 5,375,728 1,101,982 
Accounts Receivable (Less 

Allowance for Bad Debts $4,000) 136,876 196,179 
Management Fees Receivable 101,561 168,326 
Medicaid and Grants Receivable 5,510,533 6,075,063 
Prepaid Expenses 179,597 196,246 
Prepaid Interest 10,880 11,452 
Note Receivable - BKFHC 47,955 44,207 

Total Current Assets $ 21,351,284 $ 19,339,894 

Fixed Assets 

Land $ 2,481,500 $ 2,481,500 
Building 13,276,265 11,155,960 
Leasehold Improvements 2,747,982 2,736,189 
Vehicles 561,806 385,562 
Machinery & Equipment 385,562 543,386 
Furniture & Fixtures 370,890 331,215 
Accumulated Depreciation (6,536,108) (5,743,460) 

Total Fixed Assets $ 13,287,897 $ 11,890,352 

Other Assets 

Due from BKFHC $ 454,281 $ 627,276 
Discounted Note Receivable - BKFHC 224,554 207,440 
Reserve Funds 994,791 991,138 
Security Deposits 84,724 82,976 
Retirement Trust Fund 707,973 489,305 
Bond Closing Costs (Net of 

Amortization of $452,879) 604,916 655,587 

Total Other Assets $ 3,071,239 $ 3,053,722 

TOTAL ASSETS $ 37,710,420 $ 34,283,968 

See notes to financial statements 2 
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HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2012 
(With Comparative Totals for June 30, 2011) 

Current Liabilities 2012 

Accounts Payable $ 438,147 
Due to Employees HeI 715,523 
Accrued Wages & Taxes 1,346,643 
Accrued Expenses 58,171 
Loans & Leases Payable 1,453,403 
Advances Due OPWDD 58,970 
Mortgages Payable 1,027,196 
Mortgage and Interest Payable 743,412 

Total Current Liabilities $ 5,841,465 

Other Liabilities 

Loans & Leases Payable $ 10,052 
Advances Due OPWDD 259,174 
Retirement Trust Fund 707,973 
Mortgages Payable 5,661,161 

Total Other Liabilities $ 6,638,360 

TOTAL LIABILITIES $ 12,479,825 

Net Assets 

Unrestricted Net Assets $ 25,059,557 
Temporarily Restricted Net Assets 47,343 
Board Designated Net Assets 123,695 

Total Net Assets $ 25,230,595 

TOTAL LIABILITIES AND NET ASSETS $ 37,710,420 

See notes to financial statements 3 

2011 

$ 457,045 
1,252,976 

914,717 
78,172 
55,941 
58,970 

1,134,345 
750,537 

$ 4,702,703 

$ 18,142 
266,316 
489,305 

6,705,842 

$ 7,479,605 

$ 12,182,308 

$ 21,930,622 
47,343 

123,695 

$ 22,101,660 

$ 34,283,968 

HASC CENTER, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2012 
(With Comparative Totals for June 30,2011) 

Unrestricted 
2012 

Revenue 

Workshop Sales $ 104,727 
Grants 68,541 
Program Service Fees 33,202,369 
Management Income 134,261 
Other Income 92,708 
Interest Income 435,521 

Total $ 34,038,127 

Expenses 

Program Expenses $ 28,634,281 
Management & General 2,274,911 

Total $ 30,909,192 

Change in Net Assets $ 3,128,935 

Net Assets Beginning 22,101,660 
Net Assets Beginning as previously reported 
Prior Period Adjustments 

Beginning Net Assets Restated 

NET ASSETS ENDING $ 25,230,595 

See notes to financial statements 4 

Unrestricted 
2011 

$ 102,139 
124,292 

32,595,515 
134,366 
88,125 

119,387 

$ 33,163,824 

$ 27,647,978 
2,258,021 

$ 29,905,999 

$ 3,257,825 

19,333,140 
(489,305) 

18,843,835 

$ 22,101,660 
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HASC CENTER, INC. 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2012 
(With Comparative Totals for June 30, 2011) 

General & Total 
Expenses Programs Administrative 2012 

Salaries $16,143,488 $ 1,143,471 $ 17,286,959 
Taxes & Fringe Benefits 5,420,041 696,018 6,116,059 

Total Salaries and Benefits $21,563,529 $ 1,839,489 $23,403,018 

Food 921,231 11,768 932,999 
Repair & Maintenance 194,586 15,201 209,787 
Utilities 476,173 32,395 508,568 
Transportation 1,137,694 14,144 1,151,838 
Auto Expense 137,618 5,767 143,385 
Consumer Allowances & Incidental 401,645 401,645 
Consumer Recreation 393,375 282 393,657 
Consumer Salaries 52,323 52,323 
Staff Training 26,592 679 27,271 
Office Expense 107,605 53,265 160,870 
Supplies 346,029 18,401 364,430 
Postage 33,290 8,268 41,558 
Advertising 6,717 (1,663) 5,054 
Data Processing 94,594 6,518 101,112 
Licenses & Fees 39,389 10,384 49,773 
Professional Fees 88,833 148,926 237,759 
Equipment Lease 39,734 8,770 48,504 
Rent 1,094,176 53,753 1,147,929 
Insurance 158,316 32,887 191,203 
Mortgage Fees 4,409 4,409 
Interest 488,782 488,782 
Depreciation & Amortization 827,641 15,677 843,318 

TOTAL EXPENSES $28,634,281 $ 2,274,911 $30,909,192 

See notes to financial statements 5 

Total 
2011 

$16,618,414 
6,007,757 

$22,626,171 

875,607 
197,512 
501,852 

1,204,351 
151,260 
351,732 
408,758 

50,891 
18,270 

128,684 
295,480 

40,118 
25,362 
99,773 
44,017 

227,810 
58,667 

1,003,575 
133,458 

4,410 
568,008 
890,233 

$29,905,999 

HASC CENTER, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2012 
(With Comparative Totals for June 30, 2011) 

2012 
Cash Flows from O~erations 
Increase in Net Assets $ 3,128,935 
Adjustments to Reconcile Change in Net Assets 

to Net Cash Provided By Operations: 
Non-Cash Items: 
Prior Period Adjustment (489,305) 
Depreciation & Amortization 843,318 
Increase (Decrease) in Cash Resulting/rom 
Changes in Operating Assets and Liabilities: 
Receivables, Prepaids, Etc. 689,978 
Payables, Accruals, Etc. (151,568) 

Net Cash Provided by Operations $ 4,021,358 

Cash Flows from Investing 
Investments $ (3,784,441) 
Advance to BKFHC 218,898 
Purchase of Fixed Assets (2,240,864) 

Net Cash Used by Investing $ (5,806,407) 

Cash Flows from Financing 
Debt Reserve Fund $ 28,029 
Proceeds (Payments) of Loans 1,389,372 
Payments of Mortgages (1,190,637) 

Net Cash Provided (Used) by Financing $ 226,764 

Net Cash (Used) Provided: $ (1,558,285) 

Cash Balance Beginning 11,546,439 

CASH BALANCE ENDING $ 9,988,154 

Interest Paid $ 488,782 

See notes to financial statements 6 

2011 

$ 3,257,825 

890,233 

(740,353) 
(223,821) 

$ 3,183,884 

$ (31,290) 
(64,078) 

(184,736) 

$ (280,104) 

$ (22,568) 
(270,943) 

(1,043,125) 

$ (1,336,636) 

$ 1,567,144 

9,979,295 

$ 11,546,439 

$ 568,008 
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BASC CENTER, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note A - Nature of Organization 

Hasc Center, Inc., (the agency) is a not-for-profit agency that provides an array of 
services in Brooklyn, NY, to children and adults with developmental disabilities and 
their families . Approximately 90% of the Agency's revenue is Medicaid received from 
OPWDD. The services include Day Programming, Residential Services, Employment 
Services, Service Coordination and Residential Habilitation. 

Note B - Accounting Policies 

The accounting policies of the agency conform to accounting principles generally 
accepted as applicable to voluntary health and welfare agencies. The accrual basis of 
accounting is followed by the agency. Under the accrual basis of accounting, revenues 
are reported when earned. Expenditures are recorded when the goods are received or 
services are rendered. Sick and vacation pay is recorded when earned. 

Accounts receivable are stated at the amount management expects to collect from 
outstanding balances. Management provides for probable uncollectible through a 
provision for bad debt expense and an adjustment to a valuation allowance based on 
its assessment of the current status of individual accounts. Balances that are still 
outstanding after management has used reasonable collection efforts are written off 
through a charge to the valuation allowance and a credit to accounts receivable. 
Changes in the valuation have not been material to the financial statements. 

The agency reports investments in equity and debt securities at their fair values in the 
statements of assets, liabilities and net assets. Interest, dividends, realized and 
unrealized gains and losses are included in the change in net assets. 

All depreciable assets that cost at least $1,000 are recorded at cost and are depreciated 
on a straight-line basis. Buildings are depreciated over 25 years. Machinery and 
equipment are depreciated over 3 to 7 years and transportation equipment over 4 
years. Leasehold improvements are depreciated over the term of the lease including 
extensions at the tenant's option. 

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

7 

Note B - Accounting Policies (continued) 

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

The agency reports information regarding its financial position and activities 
according to three classes of net assets: unrestricted net assets, temporarily restricted 
net assets, and permanently restricted net assets. Contributions and grants received are 
recorded as unrestricted, temporarily restricted, or permanently restricted support, 
depending on the existence or nature of any donor restrictions. When a restriction 
expires, temporarily restricted net assets are reclassified to unrestricted net assets. 
Restricted revenue whose restriction expired during the year is presented as 
unrestricted revenue. 

Information for the year ended June 30, 2011 is presented for comparative purposes 
only, and was extracted from the financial statements prepared for that year, upon 
which an unqualified opinion dated December 4, 2011, was expressed. Certain 
accounts in the prior-year financial statements have been reclassified for comparative 
purposes to conform with the presentation in the current-year financial statements. 

The agency is a tax-exempt organization under the law of New York State and under 
Internal Revenue Code 501(c) (3) as a non-private foundation. 

For purposes of the statements of cash flows, the organization considers all highly 
liquid investments with an initial maturity of three months or less to be cash 
equivalents. 

Subsequent events have been evaluated through December 28,2012, the date of which 
financial statements were available to be issued. 

Note C - Concentrations of Credit Risk 

The agency maintains cash balances at Capitol One Bank and Bank of New York 
Mellon located in New York City. Federal Deposit Insurance Corporation insures all 
accounts at each institution in full . 
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Note D - Investments 

Investments reported in the statement of financial position are made up of a 
diversified portfolio of financial instruments with readily determinable fair values 
based on quoted prices in active markets for identical assets (Level I) consisting of 
the following fair values measured on a recurring basis at June 30: 

Equity securities 
U S government and agency bonds 
Stock mutual funds & exchange 
traded funds 
Fixed income funds 
Cash & money market accounts 
International Funds 
Accrued interest 

Total 

2012 

$1,699,970 
473,564 

717,125 
928,169 
310,487 
110,775 

1,473 

$4,241,563 

Additionally, investments includes a J P Morgan Annuity in the amount of 
$1,107,526, and an insurance policy with a cash value of $26,639. The investments 
are not insured. The annuity pays 3% interest per year. Interest and dividend income 
from these holdings for the year ended June 30, 2012 was $254,021. Realized gains 
in fair market value of the investments for the year ended June 30, 2012 is reported in 
the statement of activities in the amount of $20,900. Unrealized gains in fair market 
value of the investments for the year ended June 30,2012 is reported in the statement 
of activities in the amount of $170,960. Portfolio management expense for the year 
ended June 30, 2012 was $10,360. 

Note E - Accounts Receivable 

Accounts Receivable represents amounts owed to Hasc Center from workshop sales, 
net of an allowance for bad debts estimated to be $4,000. 

Note F - Medicaid and Grants Receivable 

All of the Medicaid and Grants Receivable are due from OPWDD. 

Note G - Reserve Funds and Closing Costs 

Reserve funds represents cash held by Bank of New York, under the New York City 
Industrial Development Agency financing arrangement and by Dormitory Authority of 
the State of New York (DASNY) as security for payment of the Bonds and Mortgage 
loans. 
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Closing costs represents the costs of obtaining the mortgages payable through the 
DASNY and New York City Industrial Development Agency. The costs are being 
amortized over 15 years, which is the life of the mortgages. 

Note H - Mortgages Payable 

The agency is liable for several mortgage loans from Medical Care Facilities Finance 
Agency, New York City Industrial Development Agency, JP Morgan Chase, and from 
Capitol One Bank to finance construction or renovation of the residential sites. The 
combined original amount of the loans is $14,654,931. Substantially all the agency's 
real property is pledged as collateral to the mortgages. Certain of the agreements 
provide for restrictions on the Agency's guarantees, other loans, mergers or other 
major changes in the business and on cash flow, net assets, and debt to capital ratio. 
The mortgages are repaid by withholding from Medicaid funds or by monthly 
payments to the bank trustee. Interest rates range from 4.30% to 8.75%. Interest 
expense for the year ended June 30, 2012 was $486,756. Principal installments, due in 
each of the next five years are as follows: 

Year ended June 30,2013 
Year ended June 30, 2014 
Year ended June 30,2015 
Year ended June 30, 2016 
Year ended June 30, 2017 

Note I - Loans Payable 

$929,938 
654,917 
637,383 
609,050 
505,126 

The agency is liable for several notes for financing of capitalized equipment and auto 
leases. The total balance at June 30, 2012 is $17,210. Interest expense at various rates 
ranging from 1%-13% for the year ended June 30, 2012 was $2,025. Principal 
installments, due in each ofthe next five years are as follows: 

Year ended June 30, 2013 $17,210 

The agency has a line of credit with Capital One Bank in the amount of 1,446,245. The 
agency expects to retire this loan with permanent financing during 2013. 

Note J - Advance from opwnn 

Advance from OPWDD represents amounts advanced by the New York State Office 
for People With Developmental Disabilities to finance renovation of new sites and 
start-up of new programs. These amounts are either repaid over five years from the 
date the new program opens, or are converted to long term debt by inclusion in the 
mortgage loan from Dormitory Authority of the State of New York. 
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Note K - Leases 

The agency leases space for ten sites in Brooklyn. The leases are for 2 to 10 years. 
Annual rent is $1,147,928, and future commitments are: 

Year ended June 30, 2013 
Year ended June 30, 2014 
Year ended June 30, 2015 
Year ended June 30, 2016 
Year ended June 30, 2017 

Note L - Equipment Leases 

$756,367 
732,707 
754,689 
669,400 
689,482 

The agency leases various auto and office equipment under 2 to 4-year leases. The 
gross amount capitalized to date is $408,785. Depreciation to date is $408,785. 
Interest rates range from 1.9% to l3%. Total amount paid under expensed leases 
during the year ended June 30, 2012 was $48,504, and future required payments are: 

Year ended June 30, 2013 
Year ended June 30, 2014 
Year ended June 30, 2015 
Year ended June 30, 2016 

Note M - Due to Employees HeI 

$37,8l3 
28,182 
21,099 
15,096 

This represents the accrued health insurance expense for the unexpended funds 
received in the year ended June 30, 2012 from New York State OPWDD for the 
purpose of reimbursing employees for healthcare expenses 

Note N - Related Parties 

The agency provided management services to Hasc Diagnostic & Treatment Center, 
Inc. Management fees for the year ended June 30, 2012 was $l34,261. The two 
entities are under common management. 
Hasc Center, Inc. purchased transportation services from a Not for Profit entity at a , 
cost of$981,257 and $1,052,274 for the years ended June 30,2012 and June 30, 2011 
respectively. Hasc Center owed the other entity $84,554 and $93,925 as of June 30, 
2012, and June 30, 2011 respectively. The two entities are under common 
management. 

Note 0 - Pension Plan 

The agency maintains a 401 K pension plan covering all employees who have been 
employed at least one year. Employees may contribute 15% of salaries to a maximum 
of $15,500, and an additional $5,000 for employees over fifty years old. The agency 
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matches 25% of employee contributions. The cost of the plan was $108,432 for the 
year ended June 30, 2012. 

Note P - Board Designated Funds 

The agency received funds from New York State OPWDD for the purpose of 
reimbursing employees for healthcare expenses. Board Designated Funds represents 
the amount of funds not yet expended in the year ended June 30,2012. 

Note 0 - Prior Period Adjustments 

The agency formalized a Supplemental Executive Retirement Plan (SERP) and 
accordingly reclassified payments on the insurance contract as an expense instead of 
an investment. This is presented as a prior period adjustment on the Statement of 
Activities. The value of the SERP at June 30, 2012 is $707,973 and is reflected as 
Retirement Trust Fund on the Statement of Financial Position with a corresponding 
liability. 
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors 
Lifespire, Inc. and Subsidiary 

Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of Lifespire, Inc. and Subsidiary (the  
“Agency”), which comprise the consolidated statement of financial position as of June 30, 2014, and the 
related consolidated statements of activities, changes in net assets, functional expenses, and cash flows 
for the year then ended, and the related notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to fraud 
or error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal control relevant to the Agency’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the Agency’s internal control.  Accordingly, we express no such opinion.  An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Lifespire, Inc. and Subsidiary as of June 30, 2014, and the 
changes in its net assets and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

New York, NY 
November 24, 2014

ASSETS

Cash and cash equivalents 18,179,568$
Cash and cash equivalents designated for recoupments payable 16,518,610
Cash and cash equivalents designated for self funded insurance 5,732,607
Cash and cash equivalents designated for health reimbursement accounts 2,003,981
Cash and cash equivalents restricted to debt service escrow 4,050,918
Cash and cash equivalents designated - other 1,048,351

  Investments 3,953,497
Debt service reserve fund due from New York State 318,841
Accounts receivable, net 130,426
Accrued income receivable 17,449,252
Due from related parties 923,636
Security deposits and prepaid expenses 638,265
Property and equipment, net 17,526,446
Deferred charges, net 4,206,898

TOTAL ASSETS 92,681,296$

LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses 6,897,095$
Accrued payroll 4,724,939
Accrued compensated absences 3,649,411
Recoupments payable 16,518,610
Mortgages payable - DASNY 1,850,083

JUNE 30, 2014

LIFESPIRE, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Bonds payable - DASNY 10,045,000
Bonds payable - IDA 6,140,000
Lines of credit 547,382
Deferred rent 3,013,328
Self funded insurance liability 2,310,997
Pension liability 5,565,386
Postretirement health insurance liability 6,787,122

TOTAL LIABILITIES 68,049,353

NET ASSETS
Unrestricted:

Undesignated 10,549,405
Residential reserve for replacement 929,971
Property and equipment 5,006,900
Board designated - program expansion 1,077,795
Board designated - anticipated pension contributions 1,290,000
Board designated - self funded insurance 5,732,607

24,586,678

Temporarily restricted 45,265

TOTAL NET ASSETS 24,631,943

TOTAL LIABILITIES AND NET ASSETS 92,681,296$

-2-

The accompanying notes are an integral part of these financial statements.
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REVENUE - PROGRAM OPERATIONS
Program service fees 97,224,712$        
Participants' share of room and board 3,307,496            
Subcontract 497,939               
DASNY bond fees 609,545               

101,639,692        
Net assets released from restrictions 2,297                   

TOTAL REVENUE - PROGRAM OPERATIONS 101,641,989        

EXPENSES
Program services 93,884,777          
Management and administration 5,538,296            

TOTAL EXPENSES 99,423,073          

CHANGE IN UNRESTRICTED NET ASSETS BEFORE OTHER REVENUE (EXPENSE)
  AND PENSION AND HEALTH CARE BENEFIT PLAN-RELATED CHANGES 2,218,916            

OTHER REVENUE (EXPENSE)
Investment income 188,727               
Contributions and fundraising 3,294                   
Retroactive rate adjustments (1,026,857)           
Miscellaneous (33,228)                

TOTAL OTHER REVENUE (EXPENSE) (868,064)              

CHANGE IN UNRESTRICTED NET ASSETS BEFORE PENSION 
  AND HEALTH CARE BENEFIT PLAN-RELATED CHANGES 1,350,852            

Pension related change other than net periodic pension benefits (costs) (1,270,277)           
Post-retirement health care benefit change other than net periodic benefits (costs) (630,696)              

CHANGE IN UNRESTRICTED NET ASSETS (550,121)              

CHANGE IN TEMPORARILY RESTRICTED NET ASSETS
Donors 3,100
Fundraising 696
Net assets released from restrictions (2,297)                  

1,499                   

CHANGE IN NET ASSETS (548,622)              

NET ASSETS - BEGINNING OF YEAR 25,180,565

NET ASSETS - END OF YEAR 24,631,943$        

LIFESPIRE, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

__________________________________

-3-

The accompanying notes are an integral part of these financial statements.

UNRESTRICTED NET ASSETS - BEGINNING OF YEAR 25,136,799$        

Change in unrestricted net assets (550,121)              

UNRESTRICTED NET ASSETS - END OF YEAR 24,586,678$        

TEMPORARILY RESTRICTED NET ASSETS - BEGINNING OF YEAR 43,766$               

Change in temporarily restricted net assets 1,499                   

TEMPORARILY RESTRICTED NET ASSETS - END OF YEAR 45,265$               

LIFESPIRE, INC. AND SUBSIDIARY
__________________________________

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2014

-4-

The accompanying notes are an integral part of these financial statements.
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Total Management
Waiver Vocational Mental Other Program and Total 

Services Services Residential Health Programs Services Administration Expenses

Salaries 15,896,077$      33,597$            18,640,472$      671,675$          3,634,514$        38,876,335$      2,439,399$        41,315,734$      
Payroll taxes and benefits 6,561,533         13,442              6,834,103         218,868            1,318,789         14,946,735        772,084            15,718,819        

Total personnel costs 22,457,610        47,039              25,474,575        890,543            4,953,303         53,823,070        3,211,483         57,034,553        

Professional fees and contracted services 880,199            1,432                1,672,032         98,398              2,874,825         5,526,886         323,608            5,850,494         
General and professional liability insurance 396,508            26,568              274,756            47,476              38,076              783,384            213,724            997,108            

Supplies and expenses:
Food, household supplies and services 124,639            2,446                2,613,204         2,673                16,918              2,759,880         16,657              2,776,537         
Rent and real estate taxes 3,277,836         318,100            2,625,690         171,157            511,035            6,903,818         482,425            7,386,243         
Transportation 9,657,072         144,221            1,061,652         49,763              100,940            11,013,648        133,292            11,146,940        
Utilities and telephone 994,360            64,494              1,030,499         86,837              270,316            2,446,506         149,685            2,596,191         
Maintenance and repair 316,611            11,017              804,497            20,403              73,747              1,226,275         64,261              1,290,536         
General 1,079,403         298,845            2,972,598         87,164              798,701            5,236,711         928,233            6,164,944         

Total expenses before interest, fees, and bond 
  expense, and depreciation and amortization 39,184,238        914,162            38,529,503        1,454,414         9,637,861         89,720,178        5,523,368         95,243,546        

Interest, fees, and bond expense 609,593            34,374              1,745,732         -                        14,913              2,404,612         -                        2,404,612         
Depreciation and amortization 642,759            79,864              967,992            21,032              48,340              1,759,987         14,928              1,774,915         

TOTAL EXPENSES 40,436,590$      1,028,400$        41,243,227$      1,475,446$        9,701,114$        93,884,777$      5,538,296$        99,423,073$      

LIFESPIRE, INC. AND SUBSIDIARY
__________________________________

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

Program Services

FOR THE YEAR ENDED JUNE 30, 2014
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The accompanying notes are an integral part of these financial statements.
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CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets (548,622)$           
Adjustments to reconcile change in net assets to net cash
  provided by operating activities:

Depreciation and amortization 1,774,915            
Amortization of bond issue costs 227,644              
Unrealized gains on investments (8,598)                 
Bad debt recovery (263)                    

Changes in operating assets and liabilities:
Accounts receivable 181,414              
Note receivable 246,650              
Accrued income receivable 605,164              
Due from related parties 37,789                
Security deposits and prepaid expenses 90,619                
Accounts payable and accrued expenses (569,354)             
Accrued payroll (2,179,925)          
Accrued compensated absences (214,802)             
Recoupments payable 110,740              
Self funded insurance liability 261,174              
Pension liability (486,703)             
Postretirement health insurance liability 1,191,556            

NET CASH PROVIDED BY OPERATING ACTIVITIES 719,398              

CASH FLOWS FROM INVESTING ACTIVITIES
Cash and cash equivalents restricted to debt service escrow (67,318)               
Cash and cash equivalents restricted - other 911,715              
Purchases of investments (2,974,008)          
Proceeds from sales of investments 2,810,585            
Purchases of property and equipment (1,432,826)          

NET CASH USED IN INVESTING ACTIVITIES (751,852)             

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments of mortgages payable - DASNY (446,875)             
Repayments of bonds payable - DASNY (615,000)             
Proceeds from line of credit 547,382              
Repayments of bonds payable - IDA (875,000)             
Payments of bond issuance costs (16,785)               

NET CASH USED IN FINANCING ACTIVITIES (1,406,278)          

NET DECREASE IN CASH AND CASH EQUIVALENTS (1,438,732)          

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 44,921,849          

CASH AND CASH EQUIVALENTS - END OF YEAR 43,483,117$        

RECONCILIATION FOR UNRESTRICTED CASH & CASH EQUIVALENTS
Cash and cash equivalents 18,179,568$        
Cash and cash equivalents designated for recoupments payable 16,518,610          
Cash and cash equivalents designated for self funded insurance 5,732,607            
Cash and cash equivalents designated for health reimbursement accounts 2,003,981            
Cash and cash equivalents designated - other 1,048,351            

CASH AND CASH EQUIVALENTS - END OF YEAR, UNRESTRICTED 43,483,117$        

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for:
Interest 825,924$             

CONSOLIDATED STATEMENT OF CASH FLOWS

LIFESPIRE, INC. AND SUBSIDIARY

FOR THE YEAR ENDED JUNE 30, 2014

__________________________________
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1. ORGANIZATION 

Lifespire, Inc. and Subsidiary (collectively, the “Agency”) serves individuals with disabilities and their families 
through various programs which include, but are not limited to, residential, rehabilitation, and day programs. 
The Agency is funded through government programs, consumer contributions, and gifts. It is the Agency’s aim 
to provide individuals with disabilities the assistance and support necessary to achieve a level of functional 
behaviors and cognitive skills to enable them to maintain themselves in their community in the most integrated 
and independent manner possible.  Lifespire Services, Inc. (“Parent”) is the sole member of the Agency. 

2. SIGNIFICANT ACCOUNTING POLICIES 

Tax Status 

The Agency, according to the Internal Revenue Service (“IRS”), was granted tax-exempt status under Section 
501(c)(3) of the Internal Revenue Code and under the corresponding provisions of the New York State and 
New York City income tax laws. Under these provisions, the Agency is exempt from federal and state income 
taxes and, therefore, has made no provision for income taxes in the accompanying consolidated financial 
statements.

The Agency follows the accounting standard for uncertainty in income taxes. The standard prescribes a 
minimum recognition threshold and measurement methodology that a tax position taken or expected to be 
taken in a tax return is required to meet before being recognized in the consolidated financial statements. It 
also provides guidance for de-recognition, classification, interest and penalties, disclosure and transition. 

The Agency is subject to audit by tax authorities. In assessing the realizability of tax benefits, management 
considers whether it is more likely than not that some portion or all of any tax position will not be realized. 
Management believes that its tax-exempt status would be sustained upon examination. Management believes 
that it has appropriate support for the positions taken on its tax returns. Nonetheless, the amounts ultimately 
paid, if any, upon resolution of the issues raised by the taxing authorities may differ materially from the amounts 
accrued for each year. 

If applicable, the Agency would classify interest and penalties on underpayments of income tax as 
miscellaneous expenses. 

The Agency files federal and New York State informational returns.  With few exceptions, the Agency is no 
longer subject to federal or state income tax examinations by tax authorities for fiscal years before June 30, 
2011.

Financial Statement Presentation 

The accompanying consolidated financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”). 

The classification of the Agency's net assets and its support, revenues, and expenses is based on the 
existence or absence of donor-imposed restrictions. It requires that the amounts for each of the three classes 
of net assets – permanently restricted, temporarily restricted, and unrestricted – be displayed in the statement 
of financial position and that the amounts of change in each of those classes of net assets be displayed in the 
statement of activities. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

These classes are defined as follows: 

Permanently Restricted - Net assets resulting from (a) contributions and other inflows of assets 
whose use by the Agency is limited by donor-imposed stipulations that neither expire by passage of 
time nor can be fulfilled or otherwise removed by actions of the Agency, (b) other asset enhancements 
and diminishments subject to the same kinds of stipulations, and (c) reclassifications from other 
classes of net assets as a consequence of donor-imposed stipulations. 

Temporarily Restricted - Net assets resulting from contributions and other inflows of assets whose 
use by the Agency is limited by donor-imposed stipulations that either expire by passage of time or can 
be fulfilled and removed by actions of the Agency pursuant to those stipulations. When such 
stipulations end or are fulfilled, such temporarily restricted net assets are reclassified to unrestricted 
net assets and reported in the statement of activities. However, if a restriction is fulfilled in the same 
time period in which the contribution is received, the Agency reports the support as unrestricted. 

Unrestricted - The part of net assets that is neither permanently restricted nor temporarily restricted 
by donor-imposed stipulations. Some of these net assets are undesignated but some are designated 
by the Board of Directors (“Board”) as set forth below: 

Residential Reserve for Replacement - There is an amount of $929,971 as residential reserve 
for replacement. Such reserve was designated by the New York State Office for People with 
Developmental Disabilities (“OPWDD”) for the reimbursement of building renovations and 
improvements for Agency-owned residential properties.  This reimbursement mechanism does 
not apply to residential properties that are leased. 

The Agency has the ability to utilize the residential reserve funding for all of its certified residential 
sites within each class of residences.  These funds are not interchangeable among program 
types.

Property and Equipment - There is a designated amount of $5,006,900 of unrestricted net 
assets which represents the excess of the net book value of property and equipment over the 
related debt. 

Board Designated-Program Expansion - The Board has designated an amount of $1,077,795 
of unrestricted net assets for future programmatic expansion. The monies, which are not 
segregated, are used to alleviate the ongoing financial pressures on the Agency due to the timing 
of collections of government funding, the limitations on available government funding, and the 
limited fund-raising activities undertaken by the Agency. The Agency has minimum monthly 
operating cash requirements of approximately $8,890,000 to finance its program operations. 

Board Designated-Anticipated Pension Contributions - The Board has designated an amount 
of $1,290,000 of unrestricted net assets for defined benefit pension plan contributions anticipated 
to make during the year ended June 30, 2015. 

Board Designated-Self Funded Insurance - The Board has designated an amount of 
$5,732,607 of unrestricted net assets for payments of current and future claims related to the 
Agency’s self funded insurance plans. 

LIFESPIRE, INC. AND SUBSIDIARY 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Principles of Consolidation 

The consolidated financial statements include the financial activity of Lifespire, Inc. (“Lifespire”) and its wholly-
owned subsidiary, Manhattan Management Solutions, LLC (the “Organization”). The Organization provides 
consulting services to other not-for-profit organizations. Lifespire consolidates the Organization because it has 
both (i) an economic interest in, and (ii) control over the Organization through a majority voting interest in its 
governing board. The Organization had no activity for the year ended June 30, 2014. Any inter-entity 
transactions are eliminated in consolidation. 

Use of Estimates 

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Management has determined that estimates of program service fees and related 
recoupment payable (see Note 4) and self-insurance are subject to change in the near term.  Actual results 
could differ from those estimates. 

Subsequent Events 

The Agency has evaluated events through November 24, 2014, which is the date the consolidated financial 
statements were available to be issued. 

Cash and Cash Equivalents 

The Agency considers all highly liquid investments with an original maturity date of three months or less at the 
time of purchase to be cash equivalents. Restricted cash and cash equivalents as of June 30, 2014 are 
described in Note 5. 

Investments  

Investments are comprised of certificates of deposits with varying maturity dates and mutual funds. These 
investments are stated at fair value.  Income from investments is considered unrestricted unless restricted by a 
donor.

Accounts Receivable, Net 

All known uncollected accounts receivable have been adjusted to net realizable value as of June 30, 2014. The 
allowance for doubtful accounts, which amounts to $6,332 at June 30, 2014, is established through provisions 
charged against income and is maintained at a level believed adequate by management to absorb estimated 
bad debts. Management generally uses 5% of total subcontract accounts receivable as the basis for the 
calculation of allowance for doubtful accounts based on historical experience and economic conditions. 

Program Service Fees and Accrued Income Receivable 

The Agency receives a major portion of its program service fees from Medicaid in conjunction with the 
OPWDD, the Social Security Administration (“SSA”) and directly from the OPWDD. At June 30, 2014, 
substantially all of the accrued income receivable of $17,449,252 is due from these governmental agencies. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

The Agency recognizes revenue as services are provided. The amount is determined by the funding agencies 
either by a fee for service or a cost based fee. These fees are subject to periodic review and revision by the 
funding agencies. During the year ended June 30, 2014, the Agency recognized $1,026,857 in retroactive rate 
adjustments. 

The current third-party-payor programs, including Medicaid and Medicare, are based upon complex laws and 
regulations.  Noncompliance with such laws and regulations could result in fines, penalties and exclusion from 
such programs. No such fines, penalties and exclusions were imposed on the Agency during the fiscal year 
ended June 30, 2014. 

Property and Equipment 

Property and equipment are stated at cost, or at fair market value if donated, less accumulated depreciation 
and amortization. Maintenance and repairs are charged to expense as incurred; major improvements are 
capitalized in accordance with funding source guidelines. Depreciation is computed using the straight-line 
method over the estimated useful lives of the respective assets. Leasehold improvements are amortized over 
the lesser of the term of the lease or the estimated useful life of the asset. These amounts do not purport to 
represent replacement or realizable values. The Agency capitalizes individual items costing in excess of 
$5,000.

Impairment

The Agency reviews long-lived assets to determine whether there has been any permanent impairment 
whenever events or circumstances indicate the carrying amount of an asset may not be recoverable. If the sum 
of the expected future undiscounted cash flows is less than the carrying amount of the assets, the Agency 
recognizes an impairment loss. No impairment losses were recognized for the year ended June 30, 2014. 

In-Kind Contributions 

In-kind contributions consist of property and services donated by state agencies and individuals which are 
measured at fair value at the date of donation. There were no in-kind contributions received by the Agency 
during the year ended June 30, 2014. 

  Advertising 

Advertising costs are expensed as incurred. Advertising expense totaled $52,845 for the year ended June 30, 
2014, and is included in general expenses in the accompanying consolidated statement of functional expenses. 

Deferred Rent 

The Agency leases program and office space whereby the various landlords provide periods of scheduled 
increases in the minimum amounts charged.  Rent expense related to the minimum rentals is recognized on a 
straight-line basis over the term of the respective leases.  The accompanying consolidated statement of 
financial position reflects a liability of $3,013,328 at June 30, 2014 relating to deferred rent.  The change in this 
liability is reflected as a charge to rent and real estate taxes in the accompanying consolidated statement of 
functional expenses. 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Deferred Charges 

  Deferred charges comprise the following: 

Bond Costs - Bond issuance costs, which also reflect bond premiums and discounts, are amortized over 
the life of the respective bond issue.  Bond costs amounted to $1,193,570 at June 30, 2014, which is net 
of accumulated amortization.  Amortization expense of these costs for the year ended June 30, 2014 was 
$227,644.  Such amortization is included in interest, fees and bond expense of $2,404,612 shown in the 
accompanying consolidated statement of functional expenses. 

Deferred Rent Recovery - OPWDD includes in the reimbursement rate paid to service providers a 
component for rents paid in accordance with lease terms. The Agency recognizes such amounts, 
however, based upon the future stream of payments for rent that is required to be recognized under U.S. 
GAAP that is in excess of the cumulative rents incurred up to date. The difference between the revenue 
recognized and the rents incurred over their lease terms (which is the reimbursement from OPWDD) is 
reflected as a deferred charge on the consolidated statement of financial position. This deferred charge 
represents a timing difference which will accumulate over the earlier periods of the rent expense 
recognition for a respective lease and will reverse during the latter periods of the rent payments. The 
deferred charge amounted to $3,013,328 at June 30, 2014. For the year ended June 30, 2014, the 
decrease in deferred rent recovery amounted to $46,428 and is reflected as miscellaneous expenses in 
the accompanying consolidated statement of activities. 

 Self Funded Health and Workers’ Compensation Insurance 

The Agency is self funded for health and workers’ compensation insurance on all employees.  At June 30, 
2014, the Agency recorded a liability of $2,310,997 for claims that have been incurred but not paid for 
employees covered by the self funded plans.   

Functional Allocation of Expenses 

Expenses that can be directly identified with the program or supporting service to which they relate are charged 
accordingly. Other expenses by function have been allocated among program and supporting service 
classifications based upon benefits received. 

Fair Value Measurements 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. 

The accounting standards codification establishes a fair value hierarchy for inputs used in measuring fair value 
that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring the 
most observable inputs to be used when available.  Observable inputs are those that market participants would 
use in pricing the asset or liability based on market data obtained from sources independent of the Agency.  
Unobservable inputs reflect the Agency’s assumption about inputs that market participants would use at the 
measurement date.  The fair value hierarchy is categorized into three levels based on inputs as follows: 
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2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Level 1 - Valuation based on quoted prices in active markets for identical assets or liabilities that the 
Agency has the ability to access. 

Level 2 - Valuation based on quoted prices for similar assets or liabilities in active markets; for identical or 
similar assets or liabilities in inactive markets; inputs other than quoted prices that are observable for the 
asset or liability; or inputs that are derived principally from or corroborated by observable market data by 
correlation or other means. 

Level 3 - Valuation based on inputs that are unobservable and significant to the overall fair value 
measurement.

Level 3 assets and liabilities measured at fair value are based on one or more of the following three valuation 
techniques noted in the standard: 

� Market approach - Uses prices and other relevant information generated by market 
transactions involving identical or comparable assets or liabilities; 

� Cost approach - Based on the amount that currently would be required to replace the service 
capacity of an asset (i.e. current replacement cost); and 

� Income approach - Uses valuation techniques to convert future amounts to a single present 
discounted amount based on market expectations about those future amounts (including 
present value techniques, option-pricing models, and lattice models). 

The carrying amounts of the Agency’s financial instruments (including cash and cash equivalents, receivables, 
accounts payable and accrued expenses, and lines of credit) approximates fair value due to the short-term 
nature of these instruments.  Additionally, the carrying amount of the mortgages and bonds payable 
approximates fair value based on the variable nature of the interest rates. 

Recent Accounting Pronouncements 

In May 2014, the FASB issued an accounting standard update which affects the revenue recognition of entities 
that enter into either (1) certain contracts to transfer goods or services to customers or (2) certain contracts for 
the transfer of nonfinancial assets. The update indicates an entity should recognize revenue in an amount that 
reflects the consideration the entity expects to be entitled to in exchange for the goods or services transferred 
by the entity. The update is to be applied to the beginning of the year of implementation or retrospectively and 
is effective for annual periods beginning after December 15, 2017 and in interim periods in annual periods 
beginning after December 15, 2018. Early application is not permitted. The Agency is currently evaluating the 
effect the update will have on its financial statements. 
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3. CASH AND CASH EQUIVALENTS DESIGNATED - OTHER 

Cash and cash equivalents designated – other at June 30, 2014 comprised of the following:  

 Restricted Cash 
Amount 

Temporarily restricted contributions $             45,265 
403(b) tax sheltered annuity plan                73,115 
Residential reserve for replacement              929,971 

$        1,048,351 

4. CASH AND CASH EQUIVALENTS DESIGNATED FOR RECOUPMENTS PAYABLE 

As of June 30, 2014, the Agency designated cash and cash equivalents of $16,518,610 to settle estimated 
recoupments payable. 

The Agency entered into contracts with OPWDD for the operation of its facilities. Typically, there are over or 
under payments on these contracts, resulting from rates of reimbursements being subsequently adjusted and 
reconciled by OPWDD. However, the reconciliation process has not been completed for some contracts in the 
prior years. Once these reconciliations are completed or an OPWDD program audit is initiated, a timeline 
and/or methodology will be established as to how and when these amounts will be recouped. It is the policy of 
the Agency to hold all overpayments as well as qualifying contractual expenses as a recoupment payable 
pursuant to these contracts until an audit has occurred, and a reconciliation or recoupment process is initiated 
by the Agency. 

As of June 30, 2014, the Agency has a recoupment payable balance of $16,518,610. These amounts are 
expected to be recouped in the future through designated reductions of remittance payments or by demanding 
payment of full amount. 

In October 2014, the Agency remitted payments totaling $7,116,144 relating to a portion of the recoupments 
payable balance at June 30, 2014. 

The recoupment payable is related to transactions incurred as follows: 

June 30,
2014 2,293,013$        
2013 2,832,545          
2012 2,765,686          
2011 87,199               

2010 and prior 8,540,167          

$      16,518,610 
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5. CASH AND CASH EQUIVALENTS RESTRICTED TO DEBT SERVICE ESCROW 

The cash and cash equivalents related to debt service escrow of $4,050,918 is comprised of the following: 

Debt Service Escrow:
IDA – Bond 2002 922,186$           
IDA – Bond 2004 1,098,444          
IDA – Bond 2008 587,530             
DASNY – Bond 2010 840,382             
DASNY – Bond 2011 248,838             
DASNY – Bond 2013 353,538             

4,050,918$        

The Debt Service Escrow – IDA – regarding the Industrial Development Agency (“IDA”) Bonds 2002, 
2004 and 2008 represents a portion of the loan proceeds, in addition to subsequent payments made 
by the Agency, that were deposited into accounts set up with the Bank of New York. The Agency’s 
monthly payments are deposited into one of these accounts until payments to the bondholders are 
required to be made pursuant to the bond agreements (Note 13). 

The Debt Service Escrow – DASNY -  regarding the Dormitory Authority State of New York 
(“DASNY”) Bonds 2010, 2011, and 2013 represent a portion of the loan proceeds, in addition to 
subsequent payments made by the Agency, that were deposited into accounts set up with the Bank of 
New York. The Agency’s monthly payments are deposited into one of these accounts until payments to 
the bondholders are required to be made pursuant to the bond agreement (Note 12). 

The amounts from the above earn interest and such interest is applied against the Agency’s current year’s 
bond principal pay down obligations. All remaining funds are applied against the last year’s principal pay down 
of the applicable bond issue. 

6. DEBT SERVICE RESERVE FUND DUE FROM NEW YORK STATE 

The debt service reserve fund due from New York State of $318,841 represents a portion of the loan proceeds 
retained by New York State under the terms and conditions set forth in the mortgage agreements for the 
properties listed in Note 10. 

The monies are designated to be applied to scheduled debt service payments in the future by OPWDD. 

7. INVESTMENTS 

As of June 30, 2014, total investments are comprised of money market, bank certificates of deposit, and mutual 
funds stated at $3,953,497. Investments consisted of the following: 

Cost Fair Value
Bank of America - money market 2,295,087$        2,295,087$        
Morgan Stanley - certificates of deposit 1,233,860          1,249,714          
Chase - mutual funds 414,981             408,696             

Total 3,943,928$        3,953,497$        
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7. INVESTMENTS (CONTINUED) 

 Activity in investments is as follows for the year ended June 30, 2014: 

Investments - beginning of year 3,781,476$        
Investment activity:

Purchases 2,933,738          
Investment returns (reinvested) 40,270               
Sales and redemptions (at cost) (2,775,085)         
Withdrawals for operations (35,500)              

163,423             
Net appreciation in fair value of investments: 
unrealized gains 8,598                 

Investments - end of year 3,953,497$        

Money market, certificates of deposit, and mutual funds securities are valued at the quoted market price of 
shares held by the Agency at year end. 

All of the investments are classified as level 1, as discussed in Note 2. 

8. TRANSACTIONS WITH RELATED PARTIES 

Transactions with related parties comprise the following: 

Due from Related Parties 

Due from related parties of $923,636 on the accompanying consolidated statement of financial position 
represents amounts owed from two not-for-profit entities as follows: 

An amount of $153,403 is due from the Agency’s Housing and Urban Development (“HUD”) affiliate. Certain 
staff members of the Agency are also members of the Board of this not-for-profit HUD organization. This 
amount includes an unsecured note receivable of $140,203 due from the affiliate dating back a number of 
years. The Agency is not permitted to charge interest to the affiliate pursuant to HUD rules.  The Agency 
expects to be repaid for this amount when the affiliate has sufficient cash flow available. 

An amount of $779,405 is due from the Parent. This amount includes three outstanding notes with the Parent, 
plus accrued interest thereon, comprised as follows: 

� An unsecured note receivable, executed on April 30, 2010 in the amount of $689,901, for funds that 
was previously loaned to the Parent by the Agency. The Parent is obligated to pay the outstanding 
indebtedness in twenty-five equal annual installments of $27,596 on or before April 30th of each year. 
The outstanding balance on this note, which is non-interest bearing, amounted to $551,921 at June 
30, 2014. 

� An interest only unsecured note receivable in the amount of $55,500 due from the Parent. This note 
accrues interest at a rate of 6% per annum. The note will be repaid when the Parent has sufficient 
cash flow to make such payments. 
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8. TRANSACTIONS WITH RELATED PARTIES (CONTINUED) 

� On June 16, 2011, a $300,000 unsecured note was executed with the Parent, accruing interest at a 
rate of 6% per annum. The outstanding balance on this note amounts to $125,000 at June 30, 2014.  
The note will be repaid when the Parent has sufficient cash flow to make such payments. 

� Total unpaid accrued interest receivable due from the Parent amounted to $46,984 as of June 30, 
2014 relating to the above. Related party interest income amounted to $21,630 for the year ended 
June 30, 2014. 

.
An amount of $9,172 is due to the Parent for funds that was received by the Agency as repayment of related 
party receivable that was previously forgiven by the Parent.  The amount will be repaid to the Parent in the 
subsequent period. 

Board members of the Parent are also Board members of the Agency. 

Other Related Party Transactions 

The Agency purchases supplies and services from ACRMD Community Mental Retardation Services 
Company, Inc. (“Community”), which is related because certain Agency employees are board members of 
Community.  The Agency also receives payment from Community for the outsourced labor provided to assist 
with the processing and packaging of the inventory items which Community sells to the Agency as well as to 
other non-related entities.  During the year ended June 30, 2014, purchases of supplies and services from 
Community totaled $638,711 and fees from Community for the provision of labor provided by the Agency 
totaled $119,007.  At June 30, 2014, $59,122 was due to Community, which is included in accounts payable 
and accrued expenses in the accompanying consolidated statement of financial position. Additionally, at June 
30, 2014, approximately $11,000 was owed to the Agency for outstanding fees, which is included in accounts 
receivable in the accompanying consolidated statement of financial position.  In addition, the Agency also 
received approximately $32,000 from Community for reimbursement of its portion of fringe benefits and 
insurance costs paid on behalf of three of the Agency’s employees who provide services to the not-for-profit 
related party.  No reimbursable costs were outstanding as of June 30, 2014.   

The Agency purchases document storage, messenger, landscaping, and maintenance services from ACRMD 
Enterprises LLC (“Enterprise”), a wholly-owned subsidiary of Community.  During the year ended June 30, 
2014, purchases of these services from Enterprise totaled $126,534.  In addition, during the year ended June 
30, 2014, the Agency also received $11,223 from Enterprise for reimbursement of insurance costs.  At June 30, 
2014, $12,094 was due to Enterprise, which is included in accounts payable and accrued expenses in the 
accompanying consolidated statement of financial position. 

Management periodically reviews the related party accounts and notes receivable amounts to determine if an 
allowance is necessary. The related party receivables have been adjusted for all known uncollectible accounts.  
At June 30, 2014, no allowance was necessary because the related party receivables were determined to be 
fully collectible. 
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9. PROPERTY AND EQUIPMENT 

Property and equipment consist of the following: 

June 30, 2014 Cost
Estimated Useful 

Lives
Land 4,709,267$        
Construction in progress 444,840             
Buildings and improvements 27,128,852        5-20 years
Furniture and equipment 3,430,909          5 years
Vehicles 318,666             4 years
Leasehold improvements 8,047,112          Life of lease

44,079,646        
Less: accumulated depreciation and 
         amortization (26,553,200)       

17,526,446$      

The above amounts include land and buildings which were donated to the Agency by the OPWDD. The Agency 
is subject to adherence of certain terms, conditions, and restrictions as to the use and ultimate disposition of 
these properties as further delineated in the disposition and subordination agreements entered into with the 
funding source. 

As of June 30, 2014, the Agency had approximately $866,000 of open commitments to contractors for 
construction on work being performed. 

Depreciation and amortization expense was $1,774,915 for the year ended June 30, 2014. 

10. MORTGAGES PAYABLE - DASNY 

Mortgages payable – DASNY represents self-liquidating term-notes owed to DASNY, which has OPWDD as its 
agent.

The mortgage notes are collateralized by (i) the real property located at each of the sites (ii) all accounts 
receivable generated from billings related to the respective locations, and (iii) all personal property owned by 
the Agency located at each of the sites. The Agency is entitled to credits in an amount equal to the past 
accrued interest earned on the debt service reserve fund due from New York State for some of the above-
mentioned liabilities. When such credits are determined and applied to the corresponding mortgages, then 
those mortgage liabilities will be reduced accordingly. 
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10. MORTGAGES PAYABLE – DASNY (CONTINUED) 

Additional information for the mortgages payable - DASNY is reflected below. 

Property Maturity Date Interest Rate
 Outstanding at 
June 30, 2014 

South Avenue 8/15/2015 7.68% 39,091$             
213-233 48th Street (Sunset I) 2/15/2018 7.34% 391,610             
87-21 121st Street (Queens) 2/15/2018 6.41% 1,017,750          
Jumel 8/15/2018 6.41% 401,632             

Total Mortgages Payable - DASNY 1,850,083$        

The mortgage balances for the 213-233 48th Street and 87-21 121st Street locations are for the Day 
Habilitation Program.  Since the year ended June 30, 2004, OPWDD allocates a portion of the bond (mortgage) 
payable to a separate Day Habilitation Medicaid Management Information System (“MMIS”) Provider number 
for debt recovery purposes. However, the total indebtedness does not change.   

Under the terms of the mortgages payable – DASNY, the Agency is required to fulfill certain financial 
covenants. 

11. LINES OF CREDIT 

Under the terms of a line of credit agreement with Bank of America entered into on March 31, 2014, the Agency 
may borrow up to $5,000,000 at the bank's prime interest rate plus 0.5% (3.25% at June 30, 2014) through 
March 31, 2015, when the agreement expires. The Agency's property and leasehold improvements not 
otherwise encumbered have been pledged as collateral against any advances on the line of credit. The balance 
outstanding on this line of credit as of June 30, 2014 was $547,382.  The Agency is required to fulfill certain 
financial covenants. 

The Agency has a line of credit agreement with J.P. Morgan Chase for a maximum amount of $5,000,000 
which expires on March 13, 2015.  The proceeds of the line of credit are to be used for operating expenses.  
Interest is charged at the bank's floating rate of prime plus 0.5% (3.25% at June 30, 2014) and is secured by a 
lien on the Agency’s government receivables not otherwise encumbered. The government receivables totaled 
$17,449,252 at June 30, 2014 and are reflected in the accompanying financial statements as accrued income 
receivable. There was no outstanding balance on the line of credit as of June 30, 2014. 

12. BONDS PAYABLE - DASNY 

Bonds payable – DASNY includes the following at June 30, 2014: 

Series Due Date Interest Rates Principal Due
2010 A-1 and A-2 July 2028 2.10% to 5.00% 4,710,000$        
2011 A-1 and A-2 July 2026 1.40% to 4.00% 1,690,000          
2013 A-1 and A-2 July 2038 2.00% to 4.00% 3,645,000

10,045,000$Total Bonds Payable - DASNY
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12. BONDS PAYABLE – DASNY (CONTINUED) 

2010 A-1 and A-2 

In March 2010, a bond payable – DASNY was issued in the amount of $6,125,000 and is related to the DASNY 
InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2010A, subseries 2010A-1, and 
2010A-2 (the “2010 Bonds”).  The Agency used the proceeds from the 2010 Bonds to pay down $5,485,795 of 
indebtedness on seven properties. 

The interest is payable to the bondholders on a semi-annual basis commencing on August 1, 2010.  The 
principal is payable to the bondholder on an annual basis commencing on August 1, 2011.  The cost of the 
bond issuance amounted to $318,265 of which $103,339 was amortized as of June 30, 2014.  The cost of bond 
discounts amounted to $78,516, of which $25,660 was amortized as of June 30, 2014.  

The Agency is required to make deposits for interest and principal under the 2010 Bond loan agreement 
monthly on the 10th day of each month into the debt service escrow fund (Note 5).  

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 495,000$           
2015 410,000             
2016 415,000             
2017 415,000             
2018 415,000             

Thereafter 2,560,000          

4,710,000$        

The 2010 Bonds are secured ratably by each applicable mortgage on the properties and the DASNY's security 
interest in the pledged program service fees revenues subject to prior pledges. 

Under the terms of the bonds payable – DASNY, the Agency is required to fulfill certain financial covenants.  

2011 A-1 and A-2 

On August 17, 2011, a bond payable – DASNY was issued in the amount of $1,925,000 and is related to the 
DASNY InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2011A, subseries 
2011A-1, and subseries 2011 A-2 (the “2011 Bonds”).  The Agency used the proceeds from the 2011 Bonds to 
pay down $1,182,262 of indebtedness on two properties.   

The interest rate is not to exceed 4.125% on the Series 2011 Bonds.  The interest is payable to the 
bondholders on an annual basis commencing on July 1, 2012.  The cost of the bond issuance amounted to 
$166,854 of which $30,272 was amortized as of June 30, 2014.  The cost of the bond discounts amounted to 
$12,469 of which $2,382 was amortized during the year ending June 30, 2014. 

The Agency is required to make deposits for interest and principal under the loan agreement monthly on the 
10th day of each month into the debt service escrow fund (Note 5). 
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12. BONDS PAYABLE – DASNY (CONTINUED) 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 125,000$           
2015 125,000             
2016 125,000             
2017 130,000             
2018 130,000             

Thereafter 1,055,000          

1,690,000$        

The 2011 Bonds are secured by each mortgage on the properties and a lien on the furnishings and equipment 
located at each mortgaged property. 

Under the terms of the bond payable – DASNY, the Agency is required to fulfill certain financial covenants. 

2013 A-1 and A-2 

On March 13, 2013, a bond payable – DASNY was issued in the amount of $3,665,000 and is related to the 
DASNY InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2013A, subseries 
2013A-1, and subseries 2013 A-2 (the “2013 Bonds”).   

The interest is payable to the bondholders on an annual basis commencing on July 1, 2013.  The cost of the 
bond issuance amounted to $301,396 of which $17,427 was amortized as of June 30, 2014.  The cost of the 
bond discounts amounted to $33,679 of which $1,552 was amortized during the year ending June 30, 2014. 

The Agency is required to make deposits for interest and principal under the loan agreement monthly on the 
10th day of each month into the debt service escrow fund (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 160,000$           
2015 160,000             
2016 165,000             
2017 165,000             
2018 165,000             

Thereafter 2,830,000          

3,645,000$        

The 2013 Bonds are secured by each mortgage on the properties and a lien on the furnishings and equipment 
located at each mortgaged property. 

Under the terms of the bond payable – DASNY, the Agency is required to fulfill certain financial covenants. 
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13. BONDS PAYABLE - IDA 

Bonds payable – IDA includes the following at June 30, 2014 : 

Series Due Date Interest Rates Principal Due
2002 C-1 July 1, 2017 6.50% 1,380,000$        
2004 A-1 and B-1 July 1, 2023 4.15% to 5.05% 2,310,000
2004 C-1 July 1, 2014 5.25% 130,000
2008 A-1 and A-2 July 1, 2033 6.50% 2,320,000

6,140,000$        Total Bonds Payable - IDA

Bonds Payable – IDA - 2002 

The Bonds payable – IDA – 2002 represents amounts owed relating to the New York City Industrial 
Development Agency (“IDA”) Civic Facility Revenue Bonds (Special Needs Facilities Pooled Program), Series 
2002 C-1. 

The interest is payable to the bondholders on a semi-annual basis commencing on July 1, 2003. The principal 
is payable to the bondholder on an annual basis also commencing on July 1, 2003. The cost of the bond 
issuance amounted to $395,027 of which $283,657 was amortized as of June 30, 2014.   

Deposits for interest and principal payments for the bond holders under the loan agreement are to be made 
monthly and deposited into the applicable debt service escrow accounts by the Agency until it comes due to 
pay the bondholders (Note 5).  

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 280,000$           
2015 280,000             
2016 280,000             
2017 540,000             

1,380,000$        

Bonds Payable – IDA - 2004 

Bonds Payable – IDA – 2004 represents amounts owed relating to IDA Civic Facility Revenue Bonds (Special 
Needs Facilities Pooled Program) Series 2004 A-1 and B-1, and Series 2004 C-1. 

Series 2004 A-1 and B-1 Bonds - The Agency used the Series A-1 and B-1 bond proceeds to pay 
down $4,112,273 of indebtedness on four properties in a prior year. The interest is payable to the 
bondholders on a semi-annual basis commencing on July 1, 2004. The principal is payable to the 
bondholder on an annual basis also commencing on July 1, 2004. 

The cost of the bond issuance amounted to $696,558 of which $455,100 was amortized as of June 30, 
2014.
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13. BONDS PAYABLE – IDA (CONTINUED) 

Deposits for interest and principal payments for the bondholders under the loan agreement are to be 
made monthly and deposited into the applicable debt service escrow accounts by the Agency until it 
comes due to pay the bondholders (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 220,000$           
2015 220,000             
2016 220,000             
2017 220,000             
2018 220,000             

Thereafter 1,210,000          

2,310,000$        

Series 2004 C-1 Bonds - The Agency used the Series C-1 bond proceeds  to pay down $805,621 of 
indebtedness on one property and to pay off a balance due on one line of credit in a prior year. The 
interest is payable to the bondholders on a semi-annual basis commencing on January 1, 2005. The 
principal is payable to the bondholders on an annual basis commencing on July 1, 2005. The cost of 
the bond issuance amounted to $50,095 and the cost of bond discounts amounted to $41,281, and 
was fully amortized as of June 30, 2014.

Deposits for interest and principal payments for the bondholders under the loan agreement are to be 
made monthly and deposited into the applicable debt service escrow accounts by the Agency until it 
comes due to pay the bondholders (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 130,000$           

130,000$           

Bonds Payable - IDA-2008 

Bonds payable – IDA – 2008 represents amounts owed to IDA Civic Facility Revenue Bonds (Special Needs 
Facilities Pooled Program), Series 2008 A.  These bonds are segregated into Series 2008 A-1 and Series 2008 
A-2 (taxable). 

The interest is payable to the bondholders on a semi-annual basis commencing on July 1, 2008.  The principal 
is payable to the bondholder on an annual basis also commencing on July 1, 2008.  The cost of the bond 
issuance amounted to $265,634, of which $151,399 was amortized as of June 30, 2014. 

The bond agreement has a first lien on the properties being mortgaged except for the facility located at 213 48th

Street, Brooklyn, which is a second lien. 
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13. BONDS PAYABLE – IDA (CONTINUED) 

Deposits for interest and principal payments for the bondholders under the loan agreement are to be made 
monthly and deposited into the applicable debt service escrow accounts by the Agency until it comes due to 
pay the bondholders (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date July 
1, Principal Due

2014 $           170,000 
2015              170,000 
2016              175,000 
2017              175,000 
2018              180,000 

Thereafter           1,450,000 

$        2,320,000 

Bonds Payable – IDA – General Terms 

The Agency anticipates that, periodically, OPWDD will adjust the certain program service fees to provide the 
Agency with the sufficient amounts to repay the debt principal, related interest, and fees. The Series 2002 C-1, 
2004 A-1, B-1, and C-1, as well as Series 2008 A-1 and A-2 bonds will be secured ratably by the IDA’s security 
interest in certain pledged revenues, which amounted to $609,545 for the year ended June 30, 2014, as well as 
the amounts held in cash and cash equivalents restricted to debt service escrow (Note 5). 

The underlying properties secure the respective Bonds with first liens except where otherwise noted. 

14. MATURITIES OF DEBT TO THIRD PARTIES 

The short-term and long-term third-party debt is comprised of the following: 

June 30, 2014
Mortgages payable – DASNY           1,850,083$
Bonds payable – DASNY 10,045,000
Bonds payable – IDA 6,140,000
Line of credit 547,382             

18,582,465$
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14. MATURITIES OF DEBT TO THIRD PARTIES (CONTINUED) 

Approximate maturities of short-term and long-term third-party debt are as follows:

June 30,
2015 2,607,432$        
2016 1,838,116          
2017 1,884,850          
2018 1,559,935          
2019 1,130,132          

Thereafter 9,562,000          

18,582,465$      

The above maturities are not reduced by the funds held in the various debt service escrow accounts (Note 5) 
for interest earned currently and the last year of a particular bond’s obligation are utilized to reduce the 
Agency’s payments thereon. 

15. SELF FUNDED INSURANCE 

All Agency employees have an option to participate in the Agency's self-funded, comprehensive medical care 
benefits program. The cost of medical care is paid out of employee and employer contributions and is held in a 
separate reserve bank account. The Agency has contracted with Aetna, Inc., a third-party administrator, to 
provide administrative services for this health care benefits program. The health care benefits program has 
stop loss coverage of $150,000 per person and a total of one hundred fifty percent of claims estimated at the 
beginning of the policy year. As of June 30, 2014, cash designated for this program totaled $4,830,471 and the 
estimated liability for outstanding claims at June 30, 2014 totaled $1,070,398. 

All Agency employees are covered by a self-funded worker’s compensation benefits program administered by 
The Hartford Financial Services Group, Inc. The workers’ compensation benefits program has a stop loss 
policy of $250,000 per incident, up to $1,300,000 for the current policy year. The workers’ compensation claims 
are paid out of employer contributions and is held in a separate reserve bank account. As of June 30, 2014, 
cash designated for this program totaled $902,136 and the estimated liability for outstanding claims at June 30, 
2014 totaled $1,240,599. 

The Agency is partially self-insured for its workers compensation commitments. Accordingly, the Agency has 
provided $1,940,000 in Letters of Credit for performance guarantees, which are secured by certificates of 
deposits totaling $2,083,000 on the accompanying consolidated statement of financial position. 
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16. DEFINED BENEFIT PENSION PLAN 

The Agency has a defined benefit pension plan (the “Plan”) covering all of its eligible employees. The benefits 
are based on years of service and the employee's highest five years of compensation during the last ten years 
of employment. The Agency's funding policy is to contribute annually the required amount that should be 
deducted in accordance with federal income tax guidelines. The Agency's contributions for calendar year 2013 
met the minimum funding requirements of ERISA. 

The Agency, as the sponsor of the Plan, froze the Plan effective December 31, 2010. Although the Plan 
remains frozen, the Agency has the ability to unfreeze the Plan in the future, subject to certain conditions. 

The Agency is required to contribute approximately $1,990,000 to its defined benefit plan for the year ended 
June 30, 2014. 

Under U.S. GAAP, a liability is disclosed at fiscal year-end. The pension liability is an aggregation of the excess 
of total benefit obligation over fair value of plan assets at the end of the year. There is a cumulative amount 
totaling $5,565,386 of pension liability as of June 30, 2014. 

The changes in the defined benefit pension obligations, plan assets and funded status for the year ended June 
30, 2014 were as follows: 

Pension Benefits
Reconciliation of benefit obligation:
Benefit obligation, beginning of year 33,085,407$        

Service cost             -
Interest cost 1,639,142            
Actuarial loss 3,939,305            
Benefits paid (836,155)              

Benefit obligation, end of year 37,827,699$        

Reconciliation of fair value of plan assets:
Fair value of plan assets, beginning of year 27,033,318$        

Actual return on plan assets 4,074,974            
Employer contributions 1,990,176            
Benefits paid (836,155)              

Fair value of plan assets, end of year 32,262,313$        

Funded status, end of year (5,565,386)$         
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16. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

Assumptions

Without the exception of the discount rate, the Agency’s independent enrolled actuary certified the following 
significant weighted-average assumptions in order to determine benefit obligations net periodic pension cost as 
of June 30, 2014: 

Discount rate 4.33%
Expected long-term rate of return on plan assets 7.00%
Rate of compensation increase 0.00%

Net periodic pension cost and other amounts recognized in the statement of activities for the year ended June 
30, 2014 included the following components: 

Sevice cost -$                         
Interest cost 1,639,142            
Expected return on plan assets          (1,892,849)           
Amortization of net loss  486,903               

Net periodic pension cost                        233,196$             

Investment Strategies

With respect to the Plan assets, investments are to be made consistent with the safeguards and diversity to 
which a prudent investor would adhere to.  Following is a description of the investment guidelines used for the 
Plan’s investment funds: 

Equities - General assurances by the Plan’s Investment Advisor includes criteria that no more than 2% of 
the equity position of the entire Plan assets portfolio at cost, and 3% at market value, shall be invested in 
any one company, and no more than 50% of any individual Money Manager’s portfolio at cost, and 60% 
at market value shall be invested in any one company. Investment possibilities includes 1) common stock 
listed on any U.S. exchange or the over-the-counter market with the requirement that such stock have, in 
the reasonable opinion of each of the Money Managers, adequate market liquidity relative to the size of 
the investment, 2) foreign ordinary securities, 3) international investments managed by an 
International/Global Money Manager which adhere to specific criteria, including a limitation that no more 
than 20% of the value of the managed international portfolio's total assets, measured at time of purchase 
may be invested in securities of companies in emerging securities markets throughout the world, and 4) 
exchange traded funds (not subject to the diversification guidelines above. Furthermore, there are several 
categories of securities and types of transactions that are not permissible for investments and should not 
be part of the portfolio, including short sales, put and call options, margin purchases, private placements, 
commodities, securities of the Investment Advisor or any of the Money Managers, their direct parent or 
their subsidiaries, penny stocks, and derivatives. In addition, the Agency may identify additional securities 
to be restricted.
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16. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

Fixed Income - Diversification of the fund includes assurances that no more than 5% of the Plan’s 
portfolio should be invested in bonds of any one issuer, and there shall be no limit on direct obligations of 
the U.S. government. The Plan should not invest in any fixed-income security carrying a rating less than 
BBB/Baa by either Standard & Poor or Moody’s. If issues are downgraded so as to violate these 
guidelines, the Plan’s Trustee should judiciously liquidate them. Issues within a quality high yield mutual 
fund are exempt from this provision. With regards to maturity, the market value weighted average maturity 
of the bond portfolio should not exceed 15 years, and no holding may have an absolute maturity of more 
than 30 years at the time of purchase. Generally, fixed income investments includes debt securities 
guaranteed by the U.S. government, corporate bonds, high quality and high yield mutual funds, 
international bond mutual funds, indexed notes, Yankee bonds, and preferred stock issues.

Corporate Bonds - Valued at the closing price reported in the active market in which the bond is traded.  

Equities - Valued at the closing price reported on the major stock exchanges. 

Government Securities - Valued at the closing price reported in active market in which the individual 
security is traded. 

Mutual Funds - Valued using market value as listed in active exchange markets. 

Municipal Bonds - Valued at the closing price reported in active market in which the individual security is 
traded.

International Bonds - Valued at the closing price reported in active market in which the individual 
security is traded. 

The preceding methods described may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values. Furthermore, although the Plan believes its valuation methods 
are appropriate and consistent with other market participants, the use of different methodologies or 
assumptions to determine the fair value of certain financial instruments could result in a different fair value 
measurement at the reporting date. 
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16. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

The pension plan asset allocations, along with respective dollar values and fair value measurements, at June 
30, 2014, by asset category are as follows: 

Quoted Prices in Significant
Active Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

Total (Level 1) (Level 2) (Level 3)
Money Funds 2,466,514$            2,466,514$            -$                           -$                           
Equities:
    Basic Materials 340,466                 340,466                 -                             -                             
    Consumer Goods 458,037                 458,037                 -                             -                             
    Financials 1,707,397              1,707,397              -                             -                             
    Healthcare 520,771                 520,771                 -                             -                             
    Industrial Goods 343,901                 343,901                 -                             -                             
    Oil & Gas 627,487                 627,487                 -                             -                             
    Services 1,183,827              1,183,827              -                             -                             
    Technology 1,049,696              1,049,696              -                             -                             
    Utilities 25,494                   25,494                   -                             -                             
Government Securities 1,486,991              1,486,991              -                             -                             
Municipal Bonds 272,441                 272,441                 -                             -                             
International Bonds 915,072                 915,072                 -                             -                             
Corporate Bonds 8,068,223              8,068,223              -                             -                             
Mutual Funds:
    Mid Cap Growth 905,878                 905,878                 -                             -                             
    Mid Cap Value 982,422                 982,422                 -                             -                             
    Small Cap Value 361,410                 361,410                 -                             -                             
    Large Cap Foreign 2,355,347              2,355,347              -                             -                             
    Large Cap Growth 4,791,100              4,791,100              -                             -                             
    Emerging Markets 2,432,532              2,432,532              -                             -                             
    REITs 967,307                 967,307                 -                             -                             

32,262,313$          32,262,313$          -$                           -$                           

Transfer Between Levels 

The availability of observable market data is monitored to assess the appropriate classification of financial 
instruments within the fair value hierarchy. Changes in economic conditions or model-based valuation 
techniques may require the transfer of financial instruments from one fair value level to another. In such 
instances, the transfer is reported at the beginning of the reporting period. 

The plan administrators evaluated the significance of transfers between levels based upon the nature of the 
financial instrument and size of the transfer relative to total net assets available for benefits. 
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16. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

Expected Future Benefit Payments 

Benefit payments for defined benefit pension plans, which reflect expected future service, as appropriate, are 
expected to be paid as follows: 

June 30,
2015 1,290,296$                 
2016 1,048,030                   
2017 1,158,332                   
2018 1,249,892                   
2019 1,343,635                   
2020-2024 8,434,596                   

14,524,781$               

Pension benefits 
expected to be paid

17. POSTRETIREMENT HEALTH CARE BENEFIT PLAN 

The Agency sponsors a defined benefit postretirement health care benefit plan. 

Plan Provisions 

Retired Prior to January 1, 2000 

For certain long-service employees, the plan will pay the monthly premium for the participant (and eligible 
spouse) to continue coverage under the pre-2000 postretirement plan. 

Retired January 1, 2001 and Later 

For employees who retire on or after age 65 with at least 20 years of service, the Agency will enroll the retiree 
and eligible spouse in an AARP Medicare Supplement plan and contribute the following towards such coverage 
(for each retiree and eligible spouse): 

-- 20 years of service                Plan E              --$130.25 per month 
-- 25 years of service                Plan G              --$152.25 per month 
-- 30 years of service                Plan I                --$259.00 per month 

For employees who retire between ages 62 and 65, with the requisite years of service, the Agency will 
contribute, as per the above schedule, towards coverage under the current active employee’s plan, until 
Medicare eligibility. At that time, the retiree will be treated in the same fashion as a post-65 retiree. 

If an eligible spouse is not Medicare eligible, the Agency will contribute towards coverage under the current 
active employees’ plan in an amount based on the retiree’s service as described above. 

B
-V

-16



LIFESPIRE, INC. AND SUBSIDIARY 
________________________________ 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2014 

-30- 

17. POSTRETIREMENT HEALTH CARE BENEFIT PLAN (CONTINUED) 

Determination of the Net Periodic Benefit Cost for the Fiscal Year  

Net periodic benefit cost and other amounts recognized in unrestricted net assets for the year ended June 30, 
2014 included the following components: 

Service cost 279,471$           
Interest cost 278,117             
Amortization:
   (a) Transition obligation -                         
   (b) Prior service cost 63,914               
   (c) (Gain) loss -                         

        Net amortization 63,914               

Net periodic benefit cost 621,502$           

Reconciliation of Funded Status for the Fiscal Year Ended June 30, 2014

Accumulated postretirement benefit liability
    at June 30, 2014 6,787,122$          
Net liability recognized at June 30, 2014 6,787,122$          

Net Amount Recognized in Consolidated Statement of Financial Position

Beginning of year 5,595,566$           
Service cost 279,471                
Interest cost 278,117                
Expected return on plan assets -                            
Employer contributions (60,642)                 
Net (gain) loss 694,610                
Prior service credit (cost) -                            

End of year 6,787,122$           

Assumptions

Mortality: RP 2000 Separate Annuitants and Non-
Annuitants Mortality Table projected to 
2014 for males and females

Claim cost: Monthly premium
Trend: 4.70% - 7.00% – based on the year of 

retirement
Funding method: Projected Unit Credit Actuarial Cost 

Method
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17. POSTRETIREMENT HEALTH CARE BENEFIT PLAN (CONTINUED) 

a) The discount rate was changed from 5.00% to 4.33% which increased the accumulated postretirement 
benefit liability by approximately $783,000. 

b) Based upon the plan provisions, the Affordable Care Act will have an immaterial effect on the accumulated 
postretirement benefit obligation and the net periodic benefit cost of the Agency’s postretirement health 
care benefit plan. 

Accumulated 
Postretirement 
Benefit Liability

Service Cost 
Plus Interest 

Cost
At trend 6,787,122$       557,588$          
At trend + 1% 6,845,536         560,474            

Dollar impact 58,411              2,886                
Percentage impact 0.86% 0.52%

At trend – 1% 6,737,118         555,117            
Dollar impact (50,007)             (2,471)               
Percentage impact -0.74% -0.44%

Postretirement Benefits

Expected Future Benefit Payments 

Benefit payments for postretirement health care benefit plans, which reflect expected future service, as 
appropriate, are expected to be paid as follows: 

June 30,
Postretirement 

Benefits
2014 76,538$             
2015 94,324               
2016 110,206             
2017 128,285             
2018 152,995             
2019-2023 1,162,705          

1,725,053$        

18. TEMPORARILY RESTRICTED NET ASSETS 

The changes in contributions, which comprise the Agency’s temporarily restricted net assets for the year ended 
June 30, 2014, which are available for use in future years, were as follows: 

Balance at 
6/30/13 Additions Expenditures

Balance at 
6/30/14

Program  $           43,766 3,796 (2,297)  $           45,265 

The funds released from restrictions were used towards other expenses for some of the Agency’s programs. 
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19. COMMITMENTS AND CONTINGENCIES 

General 
Pursuant to the Agency's contractual relationships with certain funding sources, outside agencies have the right 
to examine the Agency's books and records which pertain to transactions relating to these contracts. The 
accompanying consolidated financial statements do not include a provision for possible disallowances and 
reimbursements. Management believes that any actual disallowances, if any, would be immaterial. In addition, 
certain agreements provide that certain property and equipment owned by or on loan to the Agency (Note 9) be 
utilized by the Agency for its continued ownership, since the costs of such property and equipment were funded 
under these agreements (“Reversing Assets”). 

There are certain amounts of real and personal property used by the Agency in its program operations which is 
owned by New York State and/or other governmental sources. The Agency uses some of these real and 
personal properties at no cost. The value of the benefit received for use of these real and personal properties is 
not readily measurable, is not recorded in the accompanying consolidated financial statements, and is 
consistent with similar industry practices. 

The Agency has a number of pending lawsuits and/or claims against them for a variety of reasons. The alleged 
claims are being handled by legal counsel and/or by its insurance providers. In the opinion of the Agency's 
legal counsel and management, there is no basis to establish a liability for any loss contingency due to lack of 
merit or insurance coverage exceeding expected settlement amounts.  

On March 13, 2013, the Agency entered into a collective bargaining agreement with the Civil Service 
Employees Association, Inc. (“CSEA”). The collective bargaining agreement is set to expire on June 30, 2015.  
Approximately 73% of the Agency’s labor is represented by the CSEA. 

Operating Leases 

The Agency is obligated, pursuant to real property lease agreements, for minimum monthly rentals for its 
administrative and program operations as follows: 

June 30,
2015 $          5,748,198 
2016             4,063,940 
2017             3,604,962 
2018             2,917,004 
2019             2,867,194 

Thereafter           11,654,266 

$        30,855,564 

For the year ended June 30, 2014, rent expense was $6,942,039, which was generally recovered through fees 
for service from the funding sources. 

A renewal option allows the Agency, at its sole option, the right to extend some of the leases for an additional 
five-year period with a predetermined rent base amount with annual rent percentage increases. Various leases 
have rent escalations in which various predetermined annual percentage increases exist throughout the lease 
periods. A clause exists whereby, in the event that real estate taxes increase during the term of some of the 
leases, the Agency shall pay any increases in real estate taxes over the base year. 
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20. 403(b) TAX – SHELTERED ANNUITY PLAN 

The Agency offers a 403(b) tax-sheltered annuity plan for all employees who are eligible and elect to 
participate. The plan is governed by IRS regulations setting the limits on the amount that employees may 
contribute and the conditions to withdraw monies from it. The employees each own their individual annuity plan 
and are responsible for deciding the amount of contributions they wish to make each year (up to the maximum 
stipulated by the IRS) and how the funds may be invested. There are no employer contributions. 

21. CONCENTRATION OF CREDIT RISK 

The Agency has maintained bank balances that often exceed the limit of the Federal Depository Insurance 
Corporation insurance coverage. The Agency verifies, on a quarterly basis, the equity strength and profitability 
of the banks it uses in order to minimize the risk. 

Approximately 11% of the Agency’s accounts payable and accrued expenses as of June 30, 2014 were derived 
from one vendor. 

The Agency earns its revenue and records related receivables primarily from service fees provided to 
individuals with developmental disabilities within the New York City area. A significant portion all of the 
Agency’s revenue and receivables are received from Medicaid.  

22. RISKS AND UNCERTAINTIES 

The Agency’s pension plan invests in various investment securities. Investment securities are exposed to 
various risks such as interest rate, market, and credit risks. Due to the level of risk associated with certain 
investment securities, it is at least reasonably possible that changes in the value of investment securities will 
occur in the near term and such changes could materially affect the amounts reported in the accompanying 
consolidated statement of financial position. 

Plan contributions are made and the actuarial present value of accumulated plan benefits are reported based 
on certain assumptions pertaining to interest rates, inflation rates and employee demographics, all of which are 
subject to change. Due to uncertainties inherent in the estimations and assumptions process, it is at least 
reasonably possible that changes in these estimates and assumptions in the near term would be material to the 
consolidated financial statements. 

The Agency is subject to indemnification clauses should they cause any of the tax exempt bonds to lose their 
tax exempt status. 

The Agency’s self funded insurance liability is based upon estimated claims at current year end. The actual 
claims may exceed the recorded amount. 

B
-V

-18



LIFESPIRE, INC. AND SUBSIDIARY 
________________________________ 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2014 

-34- 

23. SUBSEQUENT EVENTS 

The OPWDD, in consultation with the State Department of Health (“DOH”) has begun the process of seeking 
significant programmatic and fiscal changes to the OPWDD service system. The new direction for OPWDD, 
“The People First” Waiver is being developed with a 5 year statewide comprehensive plan through 2015. 

Subsequent to year end and in anticipation of the changes in the OPWDD funding stream, the Agency entered 
into a verbal agreement with other six New York State Agencies to form a Developmental Disabilities Individual 
Support and Care Coordination Organization (“DISCO”). A letter of intent to become a DISCO has been 
submitted to OPWDD. At this time it is undetermined if OPWDD will approve the letter of intent. Final request 
for applications (“RFA”) to become a DISCO have not yet been released by OPWDD and the changes as 
proposed by the “People First Waiver” Plan are still under review for approval. 

'1
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MBAF 
CERTifiED PUIUC ACCOUNTANTS AND ADVISORS 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Lifespire, Inc. and Subsidiary 

Report on the Financial Statements 

We have audited the accompanying consolidated financial statements of Lifespire, Inc. 
and Subsidiary (the "Agency''), which comprise the consolidated statement of financial 
position as of June 30, 2013, and the related consolidated statements of activities, 
changes in net assets, functional expenses, and cash flows for the year then ended, and 
the related notes to the consolidated financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with accounting principles generally accepted in the 
United States of America; this includes the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of fmancial statements 
that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements 
based on our audit. We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America. Those atandards require that we plan 
and perfonn the audit to obtain reasonable assurance about whether the consolidated 
financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the fmancial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 

>.n1"dqI.·.,""""\I<m1"""fl\."",ldl)lm<m .... ,,,a1 
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Opinion 

In our opinion, the consolidated fInancial statements referred to above present fairly, in 
all material respects, the consolidated [mancial position of Lifespire, Inc. and Subsidiary 
as of June 30, 2013, and the changes in its net assets and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of 
America. 

"'~f\~ ct~, u.t 
Valhalla, NY 
December 12,2013 

UFESPlRE,INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2013 

ASSETS 

Cash and cash equivalents 
Cash and cash equivalents deSignated for racoupments payable and defe~ income 
cash and cash equivalents designated for self funded insurance 
Cash and cash equivalents designated for health reimbursement accounts 
Cash and cash equivalents restricted to debt service escrow 
Cash and cash equivalents restricted - other 
Investments 
Debt service raserve fund due from New Yorl< Slala 
Accounts receivable. net 
Note receivable 
Accrued income racoivable 
Due from related parties 
Security deposits and prapald expenses 
Property and equipmont, nel 
De_ charges, nel 

TOTAL ASSETS 

UABILITES AND NET ASSETS 

LIABILITIES 
Accounts payable and accrued expenses 
Accrued payroll 
Accrued compansated absences 
Recoupments payable and deferred income 
Mortgages payable - DASNY 
Bonds payable - DASNY 
Bonds payable - IDA 
Defe~ ranI 
Sew funded insurance liability 
Ponsion liability 
Postretirement health insurance liability 

TOTAL UABIUTlES 

NET ASSETS 
Unraslricled: 

Undosignated 
Residential reserve for replacement 
Property and equipment 
Board deSignated - program expansion 
Board designated - anticipated pension contributions 
Board designated - seW funded insurance 

Temporarily reslricted 

TOTAL NET ASSETS 

TOTAL UABILITlES AND NET ASSETS 

19,880,055 
16,407,870 
6,267,702 
2,366,222 
3,983,600 

911,715 
3.781,476 

318,841 
311,577 
246,650 

18,054,416 
961,425 
728,884 

17,868,535 
4,484,185 

$ 96,553,153 

$ 7,466,449 
6,904,864 
3,884,213 

16,407,870 
2,296,958 

10,660,000 
7,015,000 
3,059,756 
2,049,823 
6,052,089 
5,595,566 

71,372,588 

9,876,020 
794,907 

4,135,765 
1,047,973 
3,014,432 
6,267,702 

25,136,799 

~ 
25,180,565 

96,553,153 

The accompanying notes are an inlegral part of these financial slalements. 
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LIFESPIRE, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2013 

REVENUE· PROGRAM OPERATIONS 
PIogram service fees 
I'IIrlicipanls' share of room and board 
Subconlracl 
DASNY bond fees 

Net assets releasad from restrlclions 

TOTAL REVENUE - PROGRAM OPERATIONS 

EXPENSES 
PIogram services 
Management and administration 

TOTAL EXPENSES 

CHANGE IN UNRESTRICTED NET ASSETS BEFORE OTHER REVENUE 
AND NON'()PERATING PENSION AND HEALTH CARE 

BENEFIT PLAN·RELATED CHANGES 

OTHER REVENUE 
Investment income 
Contributions and fund raising 
Retroactive rate adjustments 
MIscellaneous 

TOTAL OTHER REVENUE 

CHANGE IN UNRESTRICTED NET ASSETS BEFORE NON.()PERATING 
PENSION AND HEALTH CARE BENEFIT PLAN-RELATED CHANGES 

PenIion related change other than net periodic penSion benefits (costs) 
I'aalr8tlrement heaHh care banefit change other than net periodic beneftta (costa) 

CHANGE IN UNRESTRICTED NET ASSETS 

CHANGE IN TEMPORARILY RESTRICTED NET ASSETS 
Donors 
Net assets released from restriction. 

CHANGE IN NET ASSETS 

NET ASSETS - BEGINNING OF YEAR (AS ORIGINALLY REPORTED) 

PRIOR PERIOD ADJUSTMENTS (NOTE 25) 

NET ASSETS - BEGINNING OF YEAR (AS RESTATED) 

NET ASSETS· END OF YEAR 

$ 98,460,715 
3,282.156 

488,931 
851.898 

102,883,698 

-Ull 
102,888,815 

92,851,998 
6,255,847 

99,107,843 

3,778,972 

101,884 
3,850 

1,423,511 
189,635 

1,898,680 

5,477,652 

5,148,177 
847,675 

11,471,504 

8,287 

.l1.ll!l. 
~ 

11,476,854 

11,087,531 

2,638,380 

13,703,911 

$ 25,180,898 

The accompanying notes are an integral part of these financial statements. 
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UFESPlRE, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED JUNE 30, 2013 

UNRESTRICTED NET ASSETS - BEGINNING OF YEAR (AS ORIGINALLY REPORTED) 

Prior period adjustments (Note 25) 

UNRESTRICTED NET ASSETS - BEGINNING OF YEAR (AS RESTATED) 

Change in unrestricted net assets 

UNRESTRICTED NET ASSETS - END OF YEAR 

TEMPORARILY RESTRICTED NET ASSETS - BEGINNING OF YEAR 

Change in temporarily restricted net assets 

TEMPORARlL Y RESTRICTED NET ASSETS - END OF YEAR 

$ 11,028,915 

2,636,380 

13,665,295 

11,471,504 

$ 25,138,799 

$ 38,616 

5,150 

$ 43,766 

The accompanying notes ana an integral part of these financial statements. 
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L~ DlC. AND SUBSIDIARY 

CONSOliDATED STATEMENT OF FUNCTIONAL EXPENSES 
FOR THE YEAR ENDED JUNE 30, 2013 

P!2Sr8m Services 
T..., Management -- - - Othe< """""'" and T_ ........ s..,; ... -- H ..... p~ Senrices -- ......... 

-. S 16,650,0410 $ 35,505 S 19,723,650 $ 753,318 S 3,833,367 $ 40,996,250 $ 2,667,069 $ 43,663,319 
Pard taxes and benefits 5,328.057 10,710 5,868,971 216,148 1,192,953 12,616,839 681 1847 131298,686 

T ................ 21,978A61 ...... 25,592,621 .... - 5,_ 53.613,089 ...... 91. 56,962.'" 

ProfesaionaI flies and c:onIractBd eeMces 818.551 ',501 1,530.130 ...... 2.901,0416 5,337,092 521,131 5,858,223 _ .... __ ......... 
..... 039 29."" 293,475 53,'" 36,967 834,645 291,604 '.'2&.249 SU_ .... _ 

Food, houIehaId...,..,.and ...... 156,012 2.032 2,723,224 2,962 14,997 2,899.287 15,788 2,915,075 
Rent ... real estate .... 3.242,515 ....... 2,687,492 161,580 422,685 6,eoo.833 688,312 7,489,1045 
T_ .......... 134,185 1,110.247 67.338 101,595 10,931,729 151,357 11.083,Q86 _ .... - ....... 83,413 952,161 90,296 242.954 2,211,_ 193,581 2.405,445 
MIInIenance aid repair 293,657 10,390 "'.732 19,162 45,.38 1,032,079 53,074 1,085,153 - 1,0791335 3711746 2, ...... 1!!!!a611 ~ 4605710 91!.!!!! 515241'00 

T0IaI811pens8S betn InIerest. fees, and bcnI _ .... _ .... -
38.311,040 ....... 36,068,635 1,556.472 9,384.547 ... - 6,'62,'53 ........... ----- 723.171 38.503 '.- 14,940 2,..,..700 ".035 2,540,735 --- 833,662 91~ 1,0741320 24,112 55.425 ~!!!!.966 ...... 2,118.627 

TOTAL EXPeISES ".688.673 •• 075 .... 40,672,24' .. - 9.454,912 92.851.996 S 6,255,847 99.107,843 

The~_ .... _"'por1" __ _ 

(THIS PAGE INTENTIONALLY LEFT BLANK) 
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UFESPIRE. INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENT OF CASH FLOWS 
FOR THE YEAR ENDED JUNE 30. 2013 

CASH FLOWS FROM OPERATING ACTMTIES 
Change in net assets 
Adjustments to reooncile change in net assets to net cash 

provided by operating activities: 
Depreciation and amortiZation 
Amortization of bond issue costs 
Unreafized loss on investments 
Bad debt recovery 
loss on disposal of assets 

Changes In operating assets and liabilities: 
Accounts receivable 
Note receivable 
Debt service reserve fund due from New YOfk State 
Accrued income receivabfe 
Due from related parties 
Security deposits and prepaid expenses 
Oefened_ 
Accounts payable and accrued expenses 
_payroll 
Accrued compensated absences 
Recoupments payable and deterred income 
Self funded insurance liability 
Pension liability 
Postretirement health insurance liabifity 

NET CASH PROVIDED BY OPERATING ACTMTlES 

CASH FLOWS FROM INVESTING ACTIVITIES 
Cash and cash equivalents restricted to debt service escrow 
Cash and cash equivatent& restricted - other 
Purchases of investments 
Proceeds rrorn sales of investments 
Purdlases of property and equipment 

NET CASH USED IN INVESTING ACTIVITIES 

CASH flOWS FROM FINANCING ACTMTIES: 
Repayments Of mortgages payable - OASNY 
Proceeds from bonds payable - DASNY 
Repayments of bonds payable - DASNY 
Payments on lines of credit 
Repayments of bonds payable -IDA 

NET CASH USED IN FINANCING ACTMTIES 

NET INCREASE IN CASH AND CASH EQUrvALENTS 

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR (AS RESTATED) (NOTE 25) 

CASH AND CASH EQUrvALENTS - END OF YEAR 

RECONCILIATION FOR UNRESTRICTED CASH & CASH EQUIVAlENTS 

Cash and cash equivalents 

cash and cash equivalents designated for recoupments payable and deferred Income 

Cash and cash equivalents designated for setf funded Insurance 

cash and cash equivalent$ designated for health reimbursement accounts 

CASH AND CASH EQUIVALENTS - END OF YEAR, UNRESTRICTED 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION 

Cash paid during the year for: 
Interest 

11,476,654 

2,118,627 
181,022 

14,216 
(532) 

21,762 

141,007 
110,850 

22,744 
(2.171.871) 

8,240 
44,518 

(31.,390) 
(550 .... ) 
( .. 3 .... ) 
110,215 

1,939,459 
154,084 

( ..... ,67.) 
(243.038) 

6,045,~9 

...... 
(257.721) 

(1.864.1") 
1.238.585 
(707,51n 

(1,503,".) 

('78,650) 
3,865,000 

(5 ••• 000) 

(' •• ".085) 
{1,OO5,OOO} 

(317,73S) 

4.224,375 

40,697.474 

44,921,849 

19,880,056 

16,407,870 

8,267,702 

2,~.222 

44,921,849 

908,942 

The accompanying notes are an integral part of these financial statements. 
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2. 

ORGANIZATION 

LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

Ufespire. Inc. and Subsidiary (collectively. the "Agency") serves individuals with disabilities and their families 
through various programs which include. but are not limited to. residential. rehabilitation. and day programs. 
The Agency is funded through government programs. consumer contributions. and gifts. It is the Agency's aim 
to provide individuals with disabilities the assistance and support necessary to achieve a level of functional 
behaviors and cognitive skills to enable them to maintain themselves in their community in the most integrated 
and independent manner possible. Ufespire Services. Inc. ("Parent") is the sole member of the Agency. 

SIGNIFICANT ACCOUNTING POLICIES 

Tax Status 

The Agency. according to the Internal Revenue Service ("IRS"), was granted tax-exempt status under Section 
501(c)(3) of the Intemal Revenue Code and under the corresponding provisions of the New Vor!< State and 
New York City income tax laws. Under these provisions, the Agency Is exempt from federal and state income 
taxes and. therefore, has made no provision for income taxes in the accompanying consolidated financial 
statements. 

The Agency follows the accounting standard for uncertainty in income taxes. The standard prescribes a 
mInimum recognition threshold and measurement methodology that a tax position taken or expected to be 
taken in a tax retum is required to meet before being recognized in the consolidated financial statements. It 
also provides guidance for de-recognition. classification. Interest and penalties. accounting in intenm penods. 
disclosure and transition. 

The Agency is subject to regular audn by tax authorities. In assessing the realizability of tax benefits, 
management considers whether it is more likely than not that some portion or all of any tax position will not be 
realized. Management believes that Its tax-exempt status would be sustained upon examination. Management 
berleYes that n has appropriate support for the positions taken on its tax returns. Nonetheless. the amounts 
ultimately paid. If any. upon resolution of the issues raised by the taxing authorities may differ matenally from 
the amounts accrued for each year. 

If applicable. the Agency would classify Interest and penalUes on underpayments of income tax as 
miscellaneous expenses. 

The Agency files tax returns in the federal and New Vor!< Stale jurisdictions. With few exceptions. the Agency 
is no longer subject to federal or state income tax examInations by tax authonties for fiscal years before June 
30.2010. 

FInancIal statement Presentation 

The accompanying consolidated financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting pnnciples generally accepted in the United States of Amenca ("U.S. GAAPj. 

The classification of the Agency's net assets and its support. revenues. and expenses is based on the 
existence or absence of donor-lmposed restrictions. It requires that the amounts for each of the three classes 
of net assets - permanently restricted. temporanly restricted. and unrestncted - be displayed in the statement 
of financial position and that the amounts of change In each of those classes of net assets be displayed in the 
statement of activities. 

·8· 
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LlFESPlRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

TIIese classes are defined as follows: 

Permanently Restricted· Net assets resulting from (a) contributions and other inflows of assets 
whose use by the Agency is IImKed by donor-in.,ased SIIpuIatIons that ~ expinI by passage m 
time nor can be fulfilled Ill' othllfWise removed by -.. m!he Aganc:y, (b) oilier asset enhancemenls 
and diminishments subject 10 !he same kinds m slipulellans, and (c) racIaaIIIcaIfon tom (or to)_ 
classes of net assels as a consequence of donor-in.,ased stipulations. 

Temporarily Restrlctad • Net assels resulting from oonIrIIUIIans and _ Inflows of assets whose 
use by the Agency Is limited by donor.imposed stipulations that either IIlqIIre by passage m lime or can 
be fulfilled and removed by actions of the Iqertcy pul8Ulll1l to lila. 8IIpuJetions. Wha1 such 
stipulations end Ill' are fulfilled, such temporariy resIric:I8d net ........ reclassified to u..-x:ted 
net assets and reporled In the statement of activities. However, If a restriction is fulfilled in the same 
time period in which the contribution is received, !he Agency reporls the support as unrestricted. 

Unrestricted· TIle part of net assets that is neKher pennanenlly rssIricted nor temporarily restricted 
by donor·imposed stipulations. Some of these net assels are undeslgnated but some are designated 
by the Board of Directors ('Soardj as set forth below: 

Residential Reserve for Replacement • There Is an amount of $794,907 restricted as 
residential reserve for replacement. Such reserve was rssIricled by the New York Slate Office for 
People wKh Developmental Disabilities ("OPWDDj for the reimbursement of building renovations 
and Improvemenls for Agency-owned I8SidenIiaI properIIes. TIlls reimbursement mechanism 
does not apply to residential properties that "'" '-d. 

TIle Agency has the abHity to utilize the residenIiaI re_ funding for all of its ceIIiIied ~I 
sHes wHhin each class of residences. These funds are not lnIen:hangeable among program 
types. 

Property and equipment· TIIere Is a designated amount m $4,136,765 of unrestridad net 
assels which represents the excess of the net book value m property and equipment t;Net the 
related debt. 

Board Deslllnated.Program expansion - TIle Board has designated an amount of $1,047,973 
of unrsslricled net assets for Mure programmatic expansion. The monies, which are not 
segregated, are used to alleviate the ongoing financial pressures on the Agency due to the timing 
of coilections of govemment funding, the IlmRationa on available government funding, and the 
limited fund-raising activities undertaken by the Agency, The Agency has minimum monthly 
opersting cash requirements of approximately $8,918,000 to ftnance Its program operations. 

Board Deslgnated.Antlclpated Panslon Contrlbutl_. The board has designated an alllOlA'l! 
of $3,014,432 of unrsslricled net assals for defined baneftI penaIon plan oontribuIIons anllclpatad 
to make during the year ended June 30, 2014. 

Board Deslgnated-Self Funded InllUlWlce - TIle board has designated an amount of 
$6,267,702 of unrestricted net assals for peymenIs of cunent and future cialms raIatad to the 
Agency's self funded insurance plans. 
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UFESPlRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 3D, 2013 

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

PrInciples of Consolidation 

The ooneolldaled IInancIaI 81a1emenls roude !he financial acIiviIy of Lifespire, Inc. ("Lifespirej and Hs wholly· 
awned subeidiary, Manhatlan Management Solutions, LLC (tha ·Organlzationj. The Organization was 
established to pmvIde CXIIItUIIng services to other no!·for-polil organizations. Lifespire consolidates the 
Organization because It has both (I) an economic inIereet In, end (U) control over the Organization through a 
rnajortty YOUng InI8reaI In its governing board. The OIganizaIJon had no activity for the year ended Juna 30, 
2013. Any Intar-«lllty tranaacIIons "'" elininated in conaoIIdatIon. 

Useof~ 

TIle preperation of financial stetaments in oonfonnity with U.S. GAAP requires management to make estimates 
and assumptions that alfact the reporled amounts of asaets and liabilities and disclosure of contingent assets 
and liabilities at the dele of the financial _ements and !he reporled amounts of revenues and expenses 
during the reporting period. Actual results could differ from thosa estimates. 

Subsequent Evanta 

TIle Agency has evaluatad evenls through December 12, 2013, which is the date the consolidated financial 
_emsnls were available to be issued. 

ca.h and c.b Equlvalenta 

The Agency CDIIIIdens all highly Uquid inveslmenls with an original maturily date of three months or less at the 
time of purchase to be cash equIvaIenIs. R--=:ted caah and cash equivalents as of June 30, 2013 are 
described In Noles 3 and 5. 

InvMtnwda 

InvesImenta are comprised m cerlllicates of deposit& with varying maturtty dates and mutual funds. These 
investmenla ara slated at fair value. Income from investmenla Is considered unrestricted net assets unless 
restricted by a donor. 

Accounta ReceIVllble, NIII 

All known uncoilacled aocounts receivable have been edJustad to net realizable value as of June 30, 2013. The 
ailowanos for doubtful aocounls, which amounts to $6,595 at June 30, 2013, Is established through provisions 
charged against Income and Is maintained at a level believed adequate by management to absorb estimated 
bad debts. Management generally uses 5% of tolal subcontract accounts receivable as the basis for the 
caJcuIatIon m aIIowanos tor doublful aooounIB based on hisIDrIcaI experience and economical conditions. 

PnIgram ServIce FMa and AccIU8d Income RIIc:IIIvabIe 

The Agency 18C8h1es 8 major portion m its program service fises from Medicaid in conjunction with the 
OPWOD, the Social Securtty AdmInIsInIIIon ('$SA') end diIecIIy from the OPWDD. At June 30, 2013, 
subetanUally all of the accrued Inc:ome receivable of $18,054,416 Is due from these governmental agencies. 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

2. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

The Agency recognizes revenue as services are provided. The amount is determined by the funding agencies 
eilher by a fee for service or a cost based fee. These fees are subject to review and revision by the funding 
agencies periodically. During the year ended June 30, 2013. the Agency recognized $1,423,511 in retroactive 
rate adjustments. 

The current third-party-payor programs, including Medicaid and Medicare, are based upon complex laws and 
regulations. Noncompliance with such laws and regulations could resuK in fines, penalties and exclusion from 
such programs. No such fines, penalties and exclusions were imposed on the Agency during the fiscal year 
ended June 30,2013. 

Property and Equipment 

Property and equipment are stated at cost, or at fair market value if donated, less accumulated depreciation 
and amortization. Maintenance and repairs are charged to expense as Incurred; major improvements are 
capitalized in accordance with funding $Durce guidelines. Depreciation is computed using the straight-line 
method over the estimated useful lives of the respective assets. Leasehold improvements are amortized over 
the lesser of the term of the lease or the estimated useful life of the asset. These amounts do not purport to 
represent replacement or realizable values. The Agency capitalizes individual items costing in excess of 
$5,000. 

impairment 

The Agency reviews long-lived assets to determine whether there has been any permanent impairment 
whenever events or circumstances indicate the carrying amount of an asset may not be recoverable. If the sum 
of the expected future undiscounted cash flows is less than the carrying amount of the assets, the Agency 
recognizes an impairment loss. No impairment losses were recognized for the year ended June 30, 2013. 

, ... Klnd Contributions 

I ... kind contributions consist of property and services donated by state agencies and individuals which are 
measured at fair value at the date of donation. There were no in-kind contributions """,Ived by the Agency 
during the year ended June 30, 2013. 

Advertising 

Advertising costs are expensed as incurred. Advertising expense totaled $70,894 for the year ended June 30, 
2013, and Is included in general expenses in the accompanying consolldeted statemerrl of functional expenses. 

Dsferred Rent 

The Agency leases program and office space whereby the various landlords provide periods of scheduled 
increases in the minimum amounts charged. Rent expense related to the minimum rentals is recognized on a 
slJaight-line basis over the term of the respective leases. The accompanying consolidated statement of 
financial posnion reflects a liabilKy of $3,059,756 at June 30, 2013 relating to deferred rent. The change in this 
lability Is reflected as a charge to rent and real estate taxes in the accompanying consolidated statement of 
functional expenses. 
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LlFESPlRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Deferred Charges 

Defe!red charges comprise the following: 

Bond Costs - Bond issuance costs, which also reflect bond premiums and discounts, are amortized over 
the life of the respective bond issue. Bond costs amounted to $1,404,429 at June 30, 2013, which is net 
of accumulated amortization. Amortization expense of these costs for the year ended June 30, 2013 was 
$181,022. Such amortization is included In Interest, fees and bond expense of $2,540,735 shown in the 
accompanying consolidated statement of functional expenses. 

Deferred Rent Recovery - OPWDD includes in the reimbursement rate paid to service providers a 
component for rents paid in accordance with lease terms. The Agency recognizes such amounts, 
however, based upon the future stream of payments for rent that is required to be recognized under U.S. 
GAAP that is in excess of the rents incurred over their respective lease terms. The difference between the 
revenue recognized and the rents Incurred over their lease terms (which is the reimbursement from 
OPWDD) is reflected as a deferred charge on the consolidated statement of financial position. This 
defe!red charge represents a timing difference which will accumUlate over the earlier periods of the rent 
expense recognition for a respective lease and win reverse during the latter periods of the rent payments. 
The deferred charge amounted to $3,059,758 at June 30, 2013. For the year ended June 30, 2013, the 
addition to deferred rent recovery amounted to $155,277 and is reflected as miscailaneous revenue in the 
accompanying consolidated statement of activKles. 

Self Funded Health and Workera' Compensation Insurance 

The Agency is self funded for heaKh and workers' compensation insurance on all employees. The Agency 
records a liabilKy for claims that have been incurred but not paid for employees covered by the saif funded 
plans. The Agency recorded a liability for claims incurred but not paid of $2,049,823 at June 30, 2013. 

Functional Allocation of Expanses 

Expenses that can be directly identified with the program or supporting service to which they relate are charged 
accordingly. Other expenses by function have been allocated among program and supporting service 
classifications based upon benefits received. 

Fair Value Measurements 

Fair value is defined as the price that would be received to seD an asset or paid to transfer a liabilKy In an 
orderly transaction between market participants at the measurement date. 

The accounting standard establishes a fair value hierarchy for inputs used in measuring fair value that 
maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring the most 
observable inputs to be used when available. Observable Inputs are those that market participants would use 
in prlclng the asset or liability based on market data obtained from sources independent of the Agency. 
Unobservable inputs reflect the Agency's assumption about inputs that market participants would use at the 
measuremerrl date. The fair value hierarchy is categorized into three levels based on inputs as follows: 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

SIGNIFICANT ACCOUNTING POLICIES (CONnNUED) 

Levell· Valuation based on quoted prices In active mari<ets for identical assets or liabilities that the 
Agency has the ability to access. 

Level 2 • Valuation based on quoted prices for similar assets or liabilities in active mari<ets; for Identical or 
similar assets or liabilities in inactive mari<ets; inputs other than quoted prices that are observable for the 
asset or liability; or inputs that are derived principally from or COITOborated by observable mari<et data by 
correlation or other means. 

Level 3 . Valuation based on inputs that are unobservable and significant to the overall fair value 
measurement. 

Level 3 assets and liabilities measured at fair value are based on one or more of three valuation techniques 
noted in the standard. The three valuation techniques are as follows: 

Mari<et approach • Uses prices and other relevant information generated by mari<et 
transactions involving identical or comparable assets or labilities; 

Cost approach· Based on the amount that currently would be required to replace the selVice 
capacity of an asset (I.e. current replacement cost); and 

Income approach - Uses valuation techniques to convert future amounts to a single present 
discounted amount based on mari<et expectations about those future amounts (including 
present value techniques, option-pricing models, and lallice models). 

New Accounting Pronouncements 

In April 2013, the FASB issued an accounting standard update which requires not-for-profit entities to apply 
similar recognition and measurement bases for services received from personnel of an affiliate that directly 
benefit the recipient not-for·profit entity and for which the recipient not-for-profit entity is not charged by the 
affiliate. The update requires that those selVices be measured at the cost recognized by the affiliate for the 
personnel providing those services unless such measurement would significantly overstate or understate the 
value of the service received, in which case the recipient ncm-for-profit entity may elect to recognize such 
services at the fair value of the service. The update is effective prospectively for fiscal years beginning after 
June 15, 2014, and interim periods thereafter, with early adoption permitted. The Agency is currenUy evaluating 
the effect the update will have on Ks financial statements. 

Recoupments payable and deferred Income 

The Agency entered into contracts wKh OPWOD for the operation of Ks facilities. Typically, there are over or 
I.I1der payments on these contracts, resulting from rates of reimbursements being in excess of amounts 
earned, which are generally reconciled with OPWDD. However, the reconciliation process has not been 
completed for some contracts in the prior years. Once these reconciliations are completed or an OPWOO 
program audit is initiated, a timeline andlor methodology will be established as to how and when these amounts 
will be recouped. It is the policy of the Agency to hold all overpayments as weft as qualifying contractual 
expenses as a recoupment payable pursuant to these contracts until an audit has oocumed, and a 
reconciliation or recoupment process is initiated by the appropriate Agency. 

As of June 30, 2013, the Agency has a recoupment payable and deferred income belance of $16,407,870. 
These amounts are expected to be recouped in the Mure through designated reductions of remittance 
payments or by demanding payment of full amount. 

-13-
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LlFESPlRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

SIGNIFICANT ACCOUNTING POLICIES (CONnNUED) 

The recoupment payable is related to lransaclions incurred as follows: 

3. 

4. 

5. 

June 30, 

2013 $ 5,043,870 
2012 2,246,190 
2011 87,199 
2010 350,704 

2009 and prior 8,679,907 
$ 16,407,870 

CASH AND CASH EQUIVALENTS RESTRICTED - OTHER 

Cash and cash equivalents restricted - other at June 30, 2013 comprised of the following: 

June 30, 2013 
Temporarily restricted contributions 

403(b) tax sheltered annuity plan 

Residential Reserve for Replacement 

Restricted Cash 
Amount 

$ 43,766 

73,042 

794,907 

$ 911,715 

CASH AND CASH EQUIVALENTS DESIGNATED FOR RECOUPMENTS PAYABLE AND DEFERRED 
INCOME 

The Agency designated cash and cash equivalents of $16,407,870 to setlie amounts included within 
recouprnents payable and deferred Income (Note 2). 

CASH AND CASH EQUIVALENTS RESTRICTED TO DEBT SERVICE ESCROW 

The cash and cash equivalents related to debt selVice escrow of $3,983,600 is comprised of the following: 

Debt Service Escrow: 
IDA - Bond 2002 $ 868,130 
IDA - Bond 2004 
IDA-Bond2008 
DASNY - Bond 2010 
DASNY - Bond 2011 
DASNY - Bond 2013 

1,138,852 
699,922 
817,353 
247,822 
191,521 

$-- 3.983.600 

The Debt Service Escrow -IDA - regarding the Industrial Development Agency ('IDA") Bonds 2002, 
2004 and 2008 represents a porllon of the loan proceeds, in addKion to subsequent payments made 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30,2013 

CASH AND CASH EQUIVALENTS RESTRICTED TO DEBT SERVICE ESCROW (CONTINUED) 

by the Agency. that were deposHed into accounts set up with the sank of New York. The Agancy's 
monthly payments are deposited Into one of these accounts unUl payments to the bondholders are 
required to be made pursuant to the bond agreements (Note 14). 

The Debt Servtce escrow - DASNY - regarding the Donnllory Authority Ststs of New York 
('DASNY") Bonds 2010. 2011. and 2013 represent a portion of the loan proceeds, In addition to 
subsequent payments made by the Agency, that wara deposited Into accounts eat up with the sank of 
New York. The Agency's monthly payments are deposlted Into one of these accounts unUl payments to 
the bondholders are required to be mede pursuant to the bond agreement (Note 13). 

The amounts from the above eam interest and such Interest Is applied against the Agency's cunent yea(s 
bond principal pay down obligations. All remaining funds are applied against the last yea(s principal pay down 
of the applicable bond Issue. 

DEBT SERVICE RESERVE FUND DUE FROM NEW YORK STATE 

The deb! service reserve fund due from New York Stata of $318,841 represents a portion of thelosn proceeds 
retained by New York State under the terms and oondltlons eat forth In the mortgage agreements for the 
properties listed in Note 11. 

The monies are designated to ba applied to scheduled debt aervloa payments In the future by OPWDD. 

INVESTMENTS 

As of June 30, 2013, total Investments are comprised of benk certlftcales of depos~ and mutual funds stated at 
53,781,476. Investment activity for the year oonslsted of the following: 

Bank of Amarica 

Morgan Stanley 
Chase 

$ 2.160,081 $ 
1,215,089 

405,329 

2,160,067 

1,230,133 
391,256 

rota! $ 3,780,505 $ 3,781,476 

Activity In Investments Is as follows for the year ended June 30, 2013: 
Investments - beginning of year $ 3,168,131 
Investment activity: 

Purchases 1,815,365 
Investment retums (reinvested) 48,761 
Sales and redemptions (at cost) (1,230,365) 

Withdrawals for operations (6,220) 
627,561 

Net depreciation in fair value of 
investments: unrealized loss 14,216 
Investments - end of year 3,781,476 

All of the investments are classified as level 1 , as discussed in Note 2. 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

NOTE RECEIVABLE 

The note receivable balance of $246,650 represents an amount owed from the Inter Agency Council of Mental 
Retardation and Developmental Disabilities. Inc. ('lAC"). Such note bears interest at a rate of 3.0% per annum. 
is unsecured. and requires the outstanding balance to be paid back in one or more installments on or before 
June 30. 2014. at the option of lAC. 

TRANSACTIONS WITH RELATED PARTIES 

Transactions with related parties oomprise the following: 

Due from Related Parties 

Due from related parties of $961.425 on the accompanying oonsolidated statement of financial position 
represents amounts owed from two not-for-profit entities as foUows: 

An amount of $153.403 is due from the Agency's Housing and Urban Development ("HUD") related pariy 
("affiliate"). Certain staff members of the Agency are also members of the Board of this not-for-prom HUD 
organization. This amount includes an unsecured note receivable of $140,203 due from the affiliate dating back 
a number of years. The Agency Is not permitted to charge interest to the affiliate pursuant to HUD rules. The 
Agency expects to be repaid for this amount when the affiliate has sufficient cash flow available. There Is also 
an amount of $13,200 representing management fee payable due from the affiliate, which was paid subsequent 
to the year ended June 30, 2013. 

An amount of $808,022 Is due from the Parent. This amount Includes three outstanding notes wHh the Parent, 
plus aocrued interest thereon, comprised as follows: 

An unsecured note receivable, executed on April 30, 2010 In the amount of $689,901, for funds that 
was previously loaned to the Parent by the Agency. The Parent is obligated to pay the outstanding 
indebtedness In twenty..fiva equal annual installments of $27,596 on or before April 30th of each year. 
The outstanding balance on this note, which is non-interest bearing, amounted to $579,517 at June 
30,2013. 

An interest only unsecured nota receivable in the amount of $55,500 due from the Parent. This note 
accrues interest at a rate of 6% per annum. Ths nota will be repaid when the Parent has sufficient 
cash flow to make such payments. 

On June 16, 2011, a $300,000 unsecured note was executed with the Parent, accruing interest at a 
rate of 6% per annum. The outstanding balance on this note amounts to $125,000 at June 30, 2013. 
The note will be repaid when the Parent has sufficient cash flow to make such payments. 

Total unpaid accrued Interest receivable due from the Parent amounted to $48,005 as of June 30, 
2013 relating to the above. Related pariy interest income amounted to $21,375 for the year ended 
June 30, 2013. 

Board members of the Parent are also Board members of the Agency. 

Other Related Party Transactions 

The Agency purchases supplies and services from ACRMD Community Mental Retardation Servioss 
Company, Inc. (,Community"), which is related because certain Agency employees are board members of 
Community. The Agency also receives payment from Community for the outsourced labor provided to assist 
wRh the processing and packaging of the Inventory Items which Community sells to the Agency as well as to 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

TRANSACTIONS WITH RELATED PARTIES (CONTINUED) 

oIher non-related entities. During the year ended June 30, 2013, purchases of suppllea and services from 
Community totaled $619,779 and fees from Community for the provision of labor provided by the Agency 
IDIaled $135,085. At June 30, 2013, $47,979 was due to Community, which Is Included In accounts payable 
and accrued expanses in the accompanying consolidated statament of financial position. AddlUonally, at June 
30, 2013, approximately $13,000 was owed to the Agency for outstanding fees, which Is Included In accounts 
rac:elvable, net In the accompanying consolidated statament of financial position. In addition, the Agency also 
rac:elved approximately $30,000 from Community for reimbursement of lis portion of fringe benefits and 
Insurance costs paid on behalf of three of the Agency's employees who provide servloss to the not-for-profit 
natated party. No reimbursable costs were outstanding aa of June 30, 2013. 

The Agency purchases document storege, messenger, landscaping, and maintenance services from ACRMD 
Enterprises LLC ('Enterprise'), a wholly-owned aubsldlary of Community. During the year ended June 30, 
2013, purchases of these services from Enterprise totaled $126,534. At June 30, 2013, $23,730 was due to 
Enterprise, which Is Included In accounts payable and accrued expenses In the accompanying consolidated 
slatement of financial position. 

Management periodically reviews the related party accounts and notes nacalvable amounts to determine If an 
aIowance Is necessary. The related party nacalvables have baan edJusted for aU known uncoilacUbie accounts. 
At June 30, 2013, no allowance was necessary because the related perty reosiveblas were determined to be 
rutly coIleclibie. 

PROPERTY AND EQUIPMENT 

Property and equipment consist of the following: 

June 30, 2013 Cost 
Land ---- $ 4,549,287 

Construction in progress 48,034 
Buildings and improvemants 28,582,5215 

FumftlJ'e and equipment 3217,232 
Vehicles 325,926 
Leasehold improvements 7.934,562 

Less: accumulated depreciation and 
amortization 

42,657,546 

(24,789,011) 
$ 17.868.535 

Estimated 
UseflA Livas 

5-20 ~ars 

5 years 
4 years 

Lite of lea sa 

The above amounts include land and buildings which were donated to the Agency by the OPWDD, The Agency 
Is subject to adherence of certain terms, condftions, and restrictions as to the use and ultimate disposition of 
these properties as further delineated in the dispOSlllon and subordination agnsements entered Into with the 
funding source. 

Depreciation and amortization expense was $2,118,627 for the year ended June 30, 2013. 
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LlFESPlRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

MORTGAGESPAYABLE-DASNY 

Mortgages payable - DASNY represents self-liquidating term-notes owed to DASNY, which has as ns agent, 
theOPWDD. 

As part of its program service fees, OPWDD makes direct payments to DASNY to satisfy certain debt service 
and administration fees. The payments are first applied to interest and then to principal. The Agency will 
receive additional amounts of reimbursement as an increase to lis per diem rates to repay these recoupments. 
The mortgage notes are conateralized by (I) the real property located at each of the sHes (Ii) all accounts 
receivable generated from billings related to the respective locations, and (iii) all personal property owned by 
the Agency located at each of the sHes. The Agency is entitied to credns in an amount equal to the past 
accrued interest earned on the debt service reserve fund due from New York State for some of the above
mentioned liabilities. When such credits are determined and applied to the corresponding mortgages, then 
those mortgage liabilities will be reduced accordingly. 

Additional information for the mortgeges peyable - DASNY is nsflected below. 

Outstanding at 

Property Maturity Date Interest Rate June 30,2013 

South Avenue 8/1512015 7.68% $ 71,991 

213-233 48'" Street (Sunsetl) 2/1512018 7.34% 483,085 

87-21121"Street(Queens) 211512018 6.41% 1,250,250 

Jumel 8/1512018 6.41 % 491,632 

Total Morpages Payable - DASNY $ 2,296,958 

The mortgage balances for the 213-233 48" Street and 87-21 121" Street locations are for the Day Treatment 
and Day Habilitation Programs, respectively. Sinos the year ended June 30, 2004, OPWDD allocates a portion 
of the bond (mortgage) payable to a separate Day Hablillalion Medicaid Management Infonnation System 
("MMIS") Provider number for debt recovery purposes. However, the total indebtedness does not change. 

During the year ended June 30, 2013, one sile that was mortgaged was paid in full under normal amortization 
terms. 

Under the terms of the mortgages payable - DASNY, the Agency is required to fulfill certain financial 
covenants. 

LINES OF CREDIT 

Under the lenns of a line of credft agreement with Bank of America entered into on March 31, 2013, the Agency 
may borrow up to $5,000,000 at the bank's prime interest rate plus 0.5% (3.25% at June 30, 2013) through 
March 31, 2014, when the agreement expires. The Agency's property and leasehold improvements not 
otherwise encumbered have baen pledged as collateral against any advances on the line of credft. There was 
no balance outsIIInding on this line of credit as of June 30, 2013. The Agency Is required to fulfill certain 
financial covenants. 

The Agency has a line of credft agreement with J.P. Morgan Chase for a maximum amount of $5,000,000 
which expires on March 13, 2014. The proceeds of the line of credit are to be used for operating expenses. 
Interest is charged at the bank's floating rete of prime plus 0.5% (3.25% at June 30, 2013) and is secured by a 
lien on the Agency's government receivables not otherwise encumbered. The government receivables totaled 

-18-



B
-V

-30

12. 

13. 

LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

LINES OF CREDIT (CONTINUED) 

$18,054.416 at June 30, 2013 and are reflected In the acc:ompanylng financial statements as accrued Income 
lIIC8ivabie. There was no outstanding balance on the line of credH as of June 30, 2013. 

BONDS PAYABLE· DASNY 

Bonds payable - DASNY includes the following at June 30, 2013: 

Series 

2010A·1 andA-2 
2011 A-1 and A-2 
2013 A·1 and A-2 

Due Dale 
July 3>28 
July 3>26 
July 3>38 

Interest Ratas 

2.10% to 5.00% 

1 AO% to 4.00% 
2.00% to 4.00% 

Principal Due 

$ 5,185,000 
1,810,000 
3,665,000 

Total Bonds Paxable-DASNY $ 10,660,000 

2010 A·1 and A·2 

In March 2010, a bond payable - DASNY was Issued In the amount of $6,125,000 and Is related to the DASNY 
InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2010A, subserles 2010A-l, and 
:~~~~:: ~:v~~n:r~~~:. Agency used the proceeds from the 2010 Bonds 10 Pl!y down $5,485,795 of 

The Interest is payable to the bondholders on a sem~annual baala commencing on August 1, 2010. The 
principal is payable to the bondholder on an annual basis commencing on August 1, 2011. The cost of the 
bond Issuance amounted to $318,285 of which $77,194 was amortlzad aa of June 30, 2013. The cost of bond 
discounts amounted to $78,515, of which $19,245 was amortized aa of June 30, 2013. 

The Agency is required to make deposHs for Interest and prlnclpel under the 2010 Bond loan agreement 
monthly on the 10" day of each month InlO the debt service escrow fund (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date 
July 1, 

2013 
2014 
2015 
2016 
2017 

ThereeflElr 

Principal Due 
$ 475,000 

495,000 
410,000 
415,000 
415,000 

2,975,000 

$ 5,185,000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

BONDS PAYABLE - DASNY (CONTINUED) 

The 2010 Bonds are secured ratably by each applicable mortgage on the properties and the DASNY's security 
Interest In the pledged program service fees revenues subject to prior pledges. 

Uncler the terms of the bonds payable - DASNY, the Agency Is required to fulfill certain financial covenants. 

2011 A·1 and A-2 

On August 17, 2011, a bond payable - DASNY was Issued In the amount of $1,925,000 and Is related to the 
DASNY InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2011 A, subserle. 
2011A-1, and 8ubserles 2011 A-2 (the '2011 Bonds'. The Agency used the proceeds from the 2011 Bonds to 
pay down $1,182,282 of Indebtsdneas on two properties. 

The Interest rete Is not to exceed 4.125% on the Series 2011 Bonds. The Interest Is peyable to the 
bondholders on an annual basis commencing on July 1, 2012. The cost of the bond Issuance amounted to 
$162,053 of which $19,164 was amortized as of June 30, 2013. The cost of the bond discounts amounted to 
$12,469 of which $1,541 was amortized during the year ending June 30, 2013. 

The Agency Is required to make deposHs for interest and princlpel under the loan agreement monthly on the 
10" day of each month Into the debt service escrow fund (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Due Data 
July 1, Princle!!' Due 
2013 $ 120,000 
2014 125,000 
2015 125,000 
2016 125,000 
2017 130,000 

ThereeflElr 1,185,000 

$ 1,810,000 

The 2011 Bonda are secured by each mortgage on the properties and a lien on the furnishings and equipment 
located at each mortgaged property. 

Under the terms of the bond payable - DASNY, the Agency is required to fulfill certain financial covenants. 

2013 A·1 and A-2 

On March 13, 2013, a bond payable - DASNY waalssued In the amount of $3,665.000 and is related to the 
DASNY InterAgency Council Pooled Loan Program Revenue Bond Resolution, Series 2013A, subseries 
2013A-1, and subserles 2013 A-2 (the "2013 Bonds'. 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

BONDS PAYABLE - DASNY (CONTINUED) 

TIle Interest is payable to the bondholders on an annual beals commencing on July 1, 2013. TIle cost of the 
bond issuance amounted to $2S9,7S9 of which $1,304 was amortized as of June 3D, 2013. TIle cost of the 
bond discounts amounted to $33,679 of which $119 was amortized during the year ending June 3D, 2013. 

TIle Agency is required to make deposits for interest and principal under the loan agreement monthly on \he 
10· day of each month Into the debt service escrow fund (Note 5). 

TIle principal payments of the debt owed to the bondholders are as follows: 

DueDaIll 
July 1, Prin!!!e!1 Due 
2013 $ 15,000 

2014 150,000 
2015 150,000 

2015 165,000 
2017 155,000 

Thereafter 3,000,000 

$ 3,665,000 

TIle 2013 Bonds are secured by each mortgage on the properties and a lIan on the furnishings and equlpmenl 
located al each mortgaged property. 

Under the terms of the bond payable - DASNY, the Agency Is required to fulfill certain financial covenants. 

BONDS PAYABLE· IDA 

Bonds payable - IDA includes the follOWing at June 30, 2013 : 

Series Due Date Interest Rallis Princle!!1 Due 
2002 C-l Julyl,2017 5.50% 105.50% $ 1,660,000 
2004 A-1 and 8-1 July 1, 2023 3.05%105.05% 2,525,000 
2OO4C-1 JUly1,2014 525% 250,000 
200S A-1 and A-2 July 1, 2033 5.70% 10 520% 2,580,000 

Total BondsPayabie-IDA $ 7.015,000 

Bonds Payable. IDA-2002 

TIle Bonds payable - IDA - 2002 represents amounts owed relating to the New York City Industrial 
Development Agency ("IDA") Civic Facility Revenue Bonds (Special Needs Facilities Pooled Program), Series 
2002 C-l. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

BONDS PAYABLE -IDA (CONTINUED) 

The Intarest Is payable to the bondholders on a serni-annual basis commencing on July 1, 2003. The principal 
Is payable to lhe bondholder on an annual besls also commencing on July 1, 2003. The cost of the bond 
Issuance amounted to $395,027 of which $246,533 was amortized as of June 30, 2013. 

Deposits for Interest and principal payments for the bond holders under the loan agreement are to be made 
monthly and depoa/ted Into the appllceble debl service escrow acocunts by the Agency until It comes due to 
pay the bondholders (Note 5). 

Tha principal payments of the dabt owed to the bondholders are as follows: 

Bonds Payable· IDA-2004 

DueDaIll 
JUy 1, 
2013 

2014 
2015 
2015 
2017 

Principal Due 

$ 280,000 

280,000 
280,000 
280,000 
540,000 

$ 1,660.000 

Bonds Payable -IDA - 2004 at June 30, 2013 represents amounts owed relating 10 IDA Civic Facility Revenue 
Bonds (Spacial Needs Facilities Pooled Program) Series 2004 A-1 and 8-1, and Series 2004 C-l. 

Sert .. 2004 A-1 and 8-1 Bond, • The Agency usad the Series A-l and B-1 bond proceeds to pay 
down $4,112,273 of Indebtedness on four proparties In a prior year. The interest is payable to the 
bondholders on a seml-annuai baals commencing on July 1, 2004. The principal is payable to the 
bondholder on an aMual basis also commencing on July 1, 2004. 

The cost of the bond Issuance amounted to $696,558 of which $356,924 was amortized as of June 30, 
2013. 

Deposits for Interest and principal payments for the bondholders under the loan agreement are to be 
made monthly and deposited Into the applicable debt servlca escrow accounts by the A9ency until ~ 
comes due to pay the bondholders (Note 5). 
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LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

BONDS PAYABLE -IDA (CONTINUED) 

The principal payments of the debt owed to the bondholders are as follows: 

Due Date 
July 1, Prlncil!!!l Due 
2013 $ 215,000 

2014 220,000 
2015 220,000 
2016 220,000 
2017 220,000 

ThereafSr 1,430,000 

$ 2.525.000 

Serle. 2004 C·l Bond •• The Agency ueed the Series C-l bond proceeds to pay down $805,621 of 
Indebtedness on one proparty and to payoff a balance due on one line of credit In a prior year. The 
interest is payable to the bondholders on a saml-annual basis commencing on January 1, 2005. The 
principal Is payable to the bondholders on an annual basis commencing on July 1, 2005. The cost of 
the bond Issuance amounted to $50,095, of which $42,517 was amortized as of June 30, 2013. The 
cost of bond discounts amounted to $41,281, of which $37,669 was amortized as of June 30, 2013. 

Daposns for Interest and principal payments for the bondholders under the loan agreement are to ba 
made monthly and deposited Into the applicable debt service eecrow accounts by the Agency unUI H 
comes due to pay the bondholders (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

Bondi Payable· IDA·2008 

Due Dele 
July 1, 

2013 
2014 

Principal Due 
$ 120,000 

130,000 

$ 250,000 

Bonds payable - IDA - 2008 represents amounts owed to IDA Civic Faciltty Revenue Bonds (Special Needs 
FacilHies Pooled Program). Series 2008 A. These bonds are segregated Into Series 2008 A·l and Series 2008 
A-2 (taxable). 

The Interest is payable to the bondholders on a seml-annual basis commencing on July 1, 2008. The principal 
is payable to the bondholder on an annual basis also commencing on July 1, 2008. The cost of the bond 
issuance amounted to $265,634. of which $131.711 was amortized as of June 30, 2013. 

The bond agreement has a first lien on the properties being mortgaged except for the faciltty located at 213 48~ 
Street, Brooklyn, which is a second lien. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

BONDS PAYABLE -IDA (CONTINUE!) 

Dsposlts for Interest and principal paymants for the bondholders under the loan agreement are to be made 
monthly and dapOlllled Into the applicable debt servIoa escrow accounts by the Agency until H comes due to 
pay the bondholders (Note 5). 

The principal payments of the debt owed to the bondholders are as follows: 

DueDe1e 
July 1, Principal Due 

2013 $ 260,000 

2014 170,000 

2015 170,000 

2016 175,000 
2017 175,000 

Thereafter 1,630,000 

$ 2,560,000 

Bond. ~yable - IDA - Gene .. 1 Tenna 

The Agency anticipates that, periodically, OPWDD will adjust the certain program service fees to provide the 
Agency with the suflicient amounts to repay the debt principal, related interast, and fees. The Series 2002 C·l, 
2004 A.l, 8-1, and C·l, aawell as Saries 2008 A-l and A·2 bonds win be secured ratably by the IDA's security 
Interest In certain pledged revenues as wetl as the amounts held In cash and cash equivalents restricted to 
dabt sarvlca escrow (Note 5). 

The underlying properties secure the respective Bonds with first liens except where otherwise noted. 

MATURITIES OF DEBT TO THIRD PARTIES 

The short·tenn and long-tenn thlrd"9arty debt Is comprieed of the following: 

June 30, 2013 

Mor1gages payable - DASNY 
Bonds payable - DASNY 
Bonds payable - IDA 
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10,860,000 
7,015,000 

$ 19.971,958 
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LlFESptRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

MATURITIES OF DEBT TO THIRD PARTIES (CONTINUED) 

Approximate maturities of short·term and Iong-tenn third-party debt are as follows: 

June 30, 

2014 
2015 
2016 
2017 
2016 

Thereafter 

$ 1,947.525 
2,075,091 
1,852,075 
1,884,125 
1,541,142 

10,672,000 

$ 19,971,956 

The above maturities are not reduced by the funds held In the various dab! service escrow accounts (Note 5) 
for interest earned currently and the last year of a particular bond's obligation are utilized to reduce the 
Agency's payments thereon. 

SELF FUNDED INSURANCE 

All Agency employees have an option to partlclpata In the Agency's self·funded, comprehensive medical care 
benefits program. The cost of medical care is paid out of employee and employer contributions and Is held In a 
aparate reserve bank account. The Agency has contracted with Aetna, Inc., a third-party admlnlatrator, to 
provide administrative services for this health care beneftts program. The health care benefits progrem has 
stop 10 .. coverage of $150,000 per person and a total of one hundred fifty paraent of claims estimated at the 
beginning of the policy year. As of June 30, 2013, cash designated for this program totaled $5,512,793 and the 
eaUmated liability for outstanding claims at June 30, 2013 totaled $901,599. 

All Agency employees are covered by a self·funded worker's compensation benefits program administered by 
Hartford. The workers' compensetion benefits program has a atop loss pelicy of $250,000 per Incident, up to 
$1,300,000 for the current pellcy year. The workers' compenseUon claims are paid out of employer 
contributions and is held in a separate reserve bank account. As of June 30, 2013, cash daslgnated for this 
program totaled $754,909 and the esUmated liability for oulstandlng ctalms at June 30, 2013 totaled 
$1,148,224. 

The Agency Is partlally self·lnsured for Its workers' compensation commitmenta. Accordingly, the Agency has 
provided apprOximately $1,363,380 In Letters of Credit for performance guaranteas, which are secured by 
certlficates of deposits in investments on the accompanying consolidated atatement of financial position. 

DEFINED BENEFIT PENSION PLAN 

The Agency has a defined benefit pension plan (the 'Plan') covering all of Its eligible employees. The benefits 
are based on yealS of service and the employee's highest five years of compensation during the last ten years 
of employment. The Agency's funding pelicy is to contribute annually the required amount that should be 
deducted in accordance with federal incame tax guidelines. The Agency's contributions for calendar year 2012 
met the minimum funding requirements of ERISA. 

The Agency, as the sponsor of the Plan, froze the Plan effecIive Decamber 31, 2010. Although the Plan 
remains frozen, the Agency has the ability to unfreeze the Plan In the future, subject to certain conditions. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

DEFINED BENEFIT PENSION PLAN (CONTINUED) 

The Agency Is required to contribute approximately $1.260,000 to Its defined benefit plan for the year ended 
June 30, 2014. 

The benefits paid amounted to $716,326 during the fiacal year ended June 30, 2013. 

Under U.S. GAAP, a liability Is disclosed at fiacal year_d. The penSion liability Is an aggregation of the exce .. 
of total beneftt obligation over fair value of plan assata at the end of the year. There Is a cumulative amount 
totaling $6,052,089 of panslon liability 88 of June 30, 2013. 

Tha changes In the defined benefit pension obligations, plan aaaata and funded status for the year ended June 
30 were as follows: 

Raconcillation of banef!t obligation' 
Benefit obligation, beginning of year 
Service cost 
Interest cost 
Actuarial gain 
Benafllspald 
Benaflt obligation, end of year 

Becancllla!lgp gf fair valu. gf plan assets· 
Fair value of plan asaals, beginning of year 
Actual retum on plan assets 
Employer contributions 
Benef!1s paid 
Fair value of pian asseta, end of year 

Funded status, and of year 

Amounts recggn!zed In !he C9nSQUdaIsd statement gf financial position' 
Prepaid pension cosls 
Accumulated change In unrestricted net assets 

Funded status, end of year 

·26· 

Pension Benefits 

~ 

$ 36,073,121 

1,535,441 
(3,806,829) 

!716,3261 
$ 33,085,407 

$ 24,072,358 
2,413,065 
1,264,221 

!716,3261 
$ 27,033,318 

$ (8,052,089) 

$ 2,835,134 
!8,887,2231 

$ (6,052,089) 
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JUNE 30. 2013 

18. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

Assumption. 

W~hout the exception of the discount rate, the Agency's Independent enrolled actuary certified the following 
significant weighted-average assumptions in order to detennlne benefit obligations net periodic pension oost as 
of June 30. 2013: 

Discount rate 

Expected long-tenn rate of retum on plan assets 

Rate of com pensation increase 

5,00% 

7.00% 

0.00% 

The discount rate was Increased from 4.30% to 5.00%, which decreased the projected benefit obligation by 
approximately $3,617,000. 

Net periodic pension cost and other amounts recognized In the statement of activities for the year ended June 
30, 2013 Included the following components: 

Sevlce cost 

Interest cost 

Expected nstum on plan assets 

Amortization of net loss 

$ 
1,535,441 

(1,930,575) 

856,856 
Net periodic pension cost $ 461,724 

Investment Strategle. 

WIth respect to the Plan assets, investments ans to be made oonaIstent wlth the safeguarda and dlv8l8lty to 
which a prudent Investor would adhere to. Following Is a description of the Investment guidelines used for the 
Plen's investment funds: 

Equltle. - General assurances by the Plan's Investment Adviaor Includes criteria that no mons than 2% of 
the equ~ position of the entire Plan assets portfolio at cost. and 3% at market value, shall be invested In 
anyone company, and no more than 50% of any IndMdual Money Manage~s portfolio at cost, and 60% 
at market value shall be Invested In anyone company. Investment possibilities Includes 1) cornmon stock 
listed on any U.S. exchange or the over-the-counter market wlth the requlnsment that such stock have, In 
the reasonable opinion of each of the Money Managers, adequate mar1<et lIquld~ relative to the size of 
the Invastment, 2) foreign ordinary securities, 3) International Investments managed by an 
IntemationaUGlobal Money Managar which adhere to specific criteria, Including a IlmHation that no more 
than 20% of the value of the managed International portfoliO'S total assets, measured at Ume of purchase 
may be Invested in securities of companies In emerging securities markets throughout the worid, and 4) 
exchange traded funds (not subject to the diversification guidelines above. Furthennore,there are sevenll 
cetegories of securities and types of transactions that are not pennlssible for Investments and should not 
be part of the portfolio, including short sales, put and call options, margin purchases, private placements, 
commodities, securities of the Investment Advisor or any of the Money Managers, their direct 
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18. DEFINED BENEFIT PENSION PLAN (CONTINUED) 

parent or their subsidiaries, penny stocks. and derivatives. In addition. the Agency may identify additional 
securities to be restJicted. 

Fixed Income - Diversification of the fund includes assurances that no more than 5% of the Plan's 
portfolio should be invested in bonds of anyone issuer. and there shall be no lim~ on direct obligations of 
the U.S. govemment. The Plan should not invest in any fixed-income security carrying a rating less than 
BBBlBaa by either Standard & Poor or Moody's. If issues are downgraded SO as to violate these 
guidelines. the PIan's Trustee should judiciously liquidate them. Issues ~hin a qual~ high yield mutual 
fund are exempt from this provision. W~ regards to maturity. the mar1<et value weighted average maturity 
of the bond portfolio should not exceed 15 years. and no holding may have an absolute maturity of more 
than 30 years at the time of purchase. Generally, fixed income investments includes debt securities 
guaranteed by the U.S. government, corporate bonds, high qual~ and high yield mutual funds, 
international bond mutual funds, indexed notes, Yankee bonds, and preferred stock issues. 

Corporate Bonds - Valued at the closing price reported in the active mar1<et in which the bond is traded. 

Equities - Valued at the closing price reported on the major stock exchanges. 

Money Funds - Prices ans received from various pricing services. For Instances where pricing sources 
are not nsadily available, estimated prices may be generated by a matrix system or a mar1<et-<lriven 
pricing model. 

Governmental Securities - Valued at the closing price reported in active mar1<et in which the individual 
security is traded. 

Mutual Funds - Valued using mar1<et value as listed in active exchange mar1<ets. 

Municipal Bonds - Valued at the closing price reported in acIive mar1<et in which the individual security is 
traded. 

International Bonds - Valued at the closing price reported in active mar1<et in which the individual 
security is traded. 

The preceding methods described may produce a fair value calculation that may not be indicative of net 
reallzeble value or refieclive of future fair values. FUrthennons, although the Plan believes its valuation methods 
are appropriate and consistent wtth other mar1<et participants, the use of different methodologies or 
assumptions to delennine the fair value of certain financial instruments could resun In a different fair value 
measurement at the nsporting date. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

DEFINED BENEFIT PENSION PLAN (CONTINUED) 

lbe pension plan asset allocations, along w~h respective dollar values and fair value measurements, at June 
30,2013, by asset category are as follows: 

MilneyFunds 
equities: 

Basic Materials 
Consumer Goods 
Financials 
HeaKhcare 
Industrial Goods 
Oil & Gas 
Services 
Technology 
Telecommunications 

Govemment Securities 
Municipal Bonds 
Intemational Bonds 
Corporate Bonds 
Mutual Funds: 

Mid Cap Growth 
Mid Cap Value 
Small Cap Growth 
Small Cap Value 
Large Cap Foreign 
Large Cap Growth 
Large Cap Value 
Emerging Markets 
REITs 

Transfer Between Levels 

$ 

$ 

Quoted Prices in Significant 
Active Markets for Significant Other Unobservable 

Identical Asaets Observable Inputs Inputs 
Total (Levell) (Level 2) (Level 3) 
2,673,410·$ - $ 2,673,410 $ 

239,586 
291,351 

1,588,542 
534,679 
433,558 
480,069 
718,995 
866,858 

15,092 
1,425,248 

289,699 
786,823 

5,989,577 

239,586 
291,351 

1,588,542 
534,679 
433,558 
480,089 
718,995 
688,858 

15,092 
1,425,248 

289,699 
788,823 

5,969,577 

734,422 734,422 
775,971 775,971 
133,812 133,812 
300,650 300,650 

1 ,973,985 1,973,985 
3,958,368 3,958,368 

251,370 251,370 
1,807,847 1,807,847 

783,408 783,408 
27.033,318 $ 24,359,908 $ 2,673,410 $ 

The availability of observable market data is monitored to assess the appropriate classification of financial 
Instruments within the fair value hierarchy. Changes In economic conditions or model-based valuetion 
techniques may require the transfer of financial Instnuments from one fair value level to another. In such 
Instances, the transfer is reported at the beginning of the reporting pelfod. 

The plan administrators evaluated the significance of transfers between levels based upon the nature of the 
financial instrument and size of the transfar relative to total net assets available for benefits. For the year ended 
June 30, 2013, there were no significant transfers in or out of levels I, 2 or 3. 
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DEFINED BENEFIT PENSION PLAN (CONTINUED) 

Expected Future Beneflt Payments 

Benefit payments for defined benefit pension plans. which reflect expected future service. as appropriate. are 
expected to be paid as follows: 

June 30, 
2014 
2015 
2016 
2017 
2018 
2019-2023 

Pension benefHs 
expected to be paid 
$ 1;-157.962 

909,830 
1,015,713 
1,131,434 
1,235,608 
7,902,261 

$ 13,353.026 

POSTRETIREMENT HEALTH CARE BENEFtT PLAN 

lbe Agency sponsors a defined benefit postretirement health care benefit plan. 

Plan Provisions 

Retired Prior to JanuBty 1, 2000 

For certain Iong-service employees, the plan will pay the monthly premium for the participant (and eligible 
spouse) to continue coverage under the pre-2000 po_lrement plan. 

Retil9d January 1, 2001 and Later 

For employees who retire on or after ege 65 witih at least 20 years of service, the Agency will enroll the retiree 
and eligible spouse In an AARP Medicare Supplement plan and contribute the following towards such coverage 
(for each retiree and eligible spouse): 

- 20 years of service 
- 25 years of service 
- 30 years of service 

Plan E 
PlanG 
Plan I 

4130.25 per month 
4152.25 per month 
4259.00 par month 

For employees who retire between ages 62 and 65, witih the requisite years of service, the Agency will 
contribute, as par the above schadule, towards coverage under the current active employee's plan. until 
Medicare eligibility. At that time, the retiree will be tneated In the same fashion as a post-65 reUrae. 

If an eligible spouse is not Medicare eligible, the Agency will contribute towards coverage under the current 
active employees' plan in an amount based on the reUrae's service as described above. 
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POSTRETIREMENT HEALTH CARE BENEFIT PLAN (CONTINUED) 

Determination of the Net Periodic Benefit Cost for the Fiscal Ye.r 

Net periodic benefit cost and other amounts recognized In unrestricted net assets for the year ended June 30, 
2013 Included the following components: 

Service cost $ 315.992 
Interest cost 249,921 
Amortization: 

(a) Transition obligation 
(b) Prior service cost 63,914 
(c) (Galn)JIoss 26,095 
Net Amortization 90;009 

Net periodiC benefit cost $ 655.922 

Reconciliation of Funded Status for the Fiscal Ye., Ended June 30, 2013 

Accumulated postretirement benefit liablHty 
at June 30. 2013 

Net liability recognized at June 30.2013 
$ (5,595,586) 
$ (5,595,586) 

Net Amount Recognized In Consolidated Statement of Financial PoslUon 

Beginning of year 
Service cost 
Interest cost 
Expected return on plan assets 

$ (5,838,604) 

(315,992) 
(249,921) 

Employer contributions 51,285 
Net gain/(Ioss) 757,668 
Prior service credtl(cost) 
End Of year $ !5;595;C66J 
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POSTRETIREMENT HEALTH CARE BENEFIT PLAN (CONTINUED) 

Assumptions 

Morfality: 

Claim cost: 
Trend: 

F uncing method: 

RP 2000 Separate Annuttants and Non
Anruttants Mortality Table projec1ed to 
2013 for males and females 

Monthly premium 
4.70% - 8.90% - based on the year of 
relrement 
Projected Unit Credit Actuarial Cost 
Mellod 

a) The discount rate was changed from 4.30% to 5.00% which decreased the accumulated postretirement 
benefit liability by approximately $782.000. 

b) Based upon the plan provisions. the Affordable Care Act will have an immaterial effect on the accumulated 
postretirement benefit obligation and the net periodic benefit cost of the Agency's postretirement heallh 
care benefit plan. 

Attend 
At tend + 1% 

Dollar im pact 
Percentage impact 

Attrend-1% 
Dollar impact 
Percentage impact 

Postretirement Benefits 

Accum ulated 
Postretirement 
Benefit Liability 

Service Cost 
Plus nterest 

Cost 

$ 5.595,589 $ 
5,653.284 

57,715 
1.03% 

5,546.147 
(49.422) 

.0.88% 
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2,488 
0.44% 

583,800 
(2,113) 
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POSTRETIREMENT HEALTH CARE BENEFIT PLAN (CONTINUED) 

Expected Future Benefit Payments 

Benefit payments for postretirement health care benefit plans, whlch reflect expected future service, as 
appropriate, are expected to be paid as follows: 

Postretirement 
Fiscal Year Ending Juna 30, BenefKs 
2013 $ 661446 
2014 78~85 

2015 95,470 
2016 110,726 
2017 131,283 
2018·2022 1,042,182 

$ 1,525:012 

TEMPORARILY RESTRICTED NET ASSETS 

The changes In contributions, which comprise the Agency's temporarily restriclad nat essets for the year ended 
June 30, 2013, which are available for use In Mure years, were as follows: 

Balance at Balance at 
6/30/12 Additions Expenditures 6/30113 

Program $ 38,616 8,267 (3,117) $ 43,766 

The funds released from restrictions were used towards other expenses for some of the Agency's programs. 

COMMITMENTS AND CONTINGENCIES 

General 
Pursuant to the Agency's contractual relationships with certeln funding sources, outside agencies have the right 
to examine the Agency's books and records which perleln to transactions relaUng to thesa contracts. The 
ecocmpanying consolidated financial statements do not Include a provision for ponlble disallowances and 
rsimbursements. Management believes that any actual disallowances, If any, would be Immaterial. In addition, 
certain agreements provide that cartaln property and equipment owned by or on loan to \he Agency (Note 10) 
be utilized by the Agency for its continued ownership, since the coats of such property and equipment wars 
funded under these agreements ("Reversing Assets'). 

There are certain amounts of real and personal property used by the Agency In Its program operaticns which 18 
owned by New York State and/or other govemmental sources. The Agency usas some of th_ real and 
personal properties at no cost. The value of the benefit received for use of these nsal and personal properties Is 
not readily measurable, Is not recorded In the accompsnylng consolidated flnancial stetements, and Is 
consistent with similar industry practices. 

·33· 

21. 

22. 

23. 

L1FESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30,2013 

COMMITMENTS AND CONTINGENCIES (CONTINUED) 

The Agency has a number of pending lawsuits and/or claims against them for a variety of reasons. The alleged 
claims are being handled by legal counsel andlor by its insurance providers. In the opinion of the Agency's 
legal counsel and management, there is no basis to establish a liability for any loss contingency due to lack of 
merit or insurance coverage exceeding expected seWemen! amounts. 

On March 13, 2013, the Agency entered into a collective bargaining agreement with the Civil Service 
Employees ASSOciation, Inc. ("CSEA"). The collective bargaining agreement is set to expire on June 3D, 2015. 
Approximately 74% of the Agency's labor is represented by the CSEA. 

Operating Leues 

The Agency Is obligated, pursuant to real property lease egreements, for minimum monthly rentals for its 
administrative and program operations as follows: 

June 30, 
2014 $ 6,582;544 
2015 5,085.020 
2016 3,722,000 
2017 3,521,865 
2018 3,113.271 

Thereaflar 15,343,877 
S 3'l.368.57Z 

For the year ended June 30, 2013, rent expense was $7,115,385, which was generally recovered through fees 
for service from the funding sources. 

A renewal option allows the Agency, at its sole option, \he right to extend some of the leases for an additional 
fiv ... year period with a predetermined rent base amount with annual renl percentage increases. Various leases 
have rent escalations in which various predetermined annual percentege increases exist throughout the lease 
periods. A clause exists whereby, in the evenl thai real estate taxes increase during Ihe term of some of Ihe 
leases, the Agency shall pay any increases in real estata taxes over the base year. 

403(b) TAX - SHELTERED ANNUITY PLAN 

The Agency offers a 403(b) tax-shettered annuity plan for all employees who are eligible and elect to 
participate. The plan is govemed by IRS regulations seUing the limits on the amount thai employees may 
contribute and the conditions to withdraw monies from it. The employees each own their individual annuity plan 
and are responsible for deciding the amount of contributions they wish to make each year (up 10 the maximum 
stipulated by the IRS) and how the funds may be invested. There are no employer contributions. 

CONCENTRATION OF CREDIT RISK 

The Agency has maintained bank balances that often exceed the limit of the Federal Depository Insurance 
Corporation insurance coverage. The Agency verifies, on a quarte~y basis, the equity strength and profrtability 
of the banks it uses in order to minimize the risk. 

·34· 
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24. 

21. 

LlFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30. 2013 

CONCENTRATION OF CREDIT RISK (CONTINUED) 

Approximately 12% of the Agency's accounts payable and accrued axpensas as of June 30, 2013 were derived 
from one vendor. 

The Agency earns fts revenue and records related reoalvables primarily from service fees provided to 
individuals wfth developmental disabilities within the New York Cfty ansa. A significant portion all of the 
Agency's revenue and receivables are received from Medicaid. 

RISKS AND UNCERTAINTIES 

The Agency's pension plan invests in various Investment securities. Investment seauities are axpoaed to 
various risks such as interest rate, market, and cnsdft risks. Due to the level of risk associated with certain 
Investment securities, it is at least nsasonably possible that changes In the value of Invastment securities wlH 
OCCUr in the near term and such changes could materially affect the amounts reporled In the accompanying 
consolidated statement of financial posftion. 

Plan contributions are made and the actuarial present value of aocumulated plan benefits ana reported based 
on certain assumptions partaining to interest rates, Inflation rates and employee demographics, all of which are 
subject to change. Due to uncertainties inherent In the eetimations and assumptions process, ft Is at least 
nsasonably possible that changes in these estimates and assumptions in the near term would be material to the 
consolidated flnancial statements. 

The Agency Is subject to indemnification clausas should they cause any of the tex exempt bonds to lose their 
tax exempt status. 

The Agency's self funded insurance liability Is based upon estimated claims at current year end. The actual 
claims may exceed the recorded amount. 

PRIOR PERIOD ADJUSTMENT 

The Agency has restated fts previously Issued 2012 flnancial statements to reflect fts self funded health 
Insurance and workers' compansation lIabliHies and related designated cash accounts. Previously, the Agency 
recognized contlibutions to the respective reserve accounts as expense. The Agency currently recognizes 
expensa based on the date the claims were Incurred. 

The Agency also previously recognized legally restricted cash and cash equivalents as unrestricted cash and 
cash equivalents. The Agency now separated the cash and cash equivalents which Is subject to legal 
restrictions of its use. 

-35-
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UFESPIRE, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
JUNE 30, 2013 

PRIOR PERIOD ADJUSTMENT (C~NTlNUED) 

The net effect of the prior period adjustment resuKed In an Increaae of prior year net assets by $2,636,380, as 
reflected below: 

June 30, 2012 
sh and cash equivalents restri, 

debt aervice-escrow 
cash and cash equlVilenliretatedlO 

debt service-escrow 
Cash and cash eaulvalents nsstricted- other 

SUBSEQUENT EVENTS 

As Restated 

$ 4,073,040 

$ 

The OPWOD. In consuftaUon wfth the State Department of Heafth ('DOH') has begun the process of seeking 
slgnlflcant programmatic and flscal changes to the OPWDD service system. The new direction for OPWDD, 
'The People Firer Waiver I. being developed with a 5 year stetewlde comprehensive plan through 2015. 

Subsequent to year end and In anticipedon of the changes In the OPWDD funding stream, the Agency entered 
Into a V8IbaI egreement with other six New York Stete Agencies to form a Developmental Disabilities Individual 
Supporl and Care Coordination Organization ('DISCO'). A letter of intent to become a DISCO has been 
submftted to OPWDD. At this time It Is undetermined If OPWOD will approve the lettar of Intent Final request 
for applications rRFA') to become a DISCO have not yet been released by OPWOD and the changes ss 
proposed by the 'People First Walvar" Plan are stili under review for approval. 

-36-
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MBAF 
CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS 

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors 
Lifespire, Inc. and Subsidiary 

We have audited the accompanying consolidated statement of financial position of Lifespire, Inc. 
and Subsidiary (a not-for-profit organization) (the "Agency") as of June 3D, 2012, and the related 
consolidated statements of activities, changes in net assets, functional expenses, and cash flows 
for the year then ended. These consolidated financial statements are the responsibility of the 
Agency's management. Our responsibility is to express an opinion on these consolidated 
financial statements based on our audit. 

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

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the consolidated financial position of the Agency as of June 30, 2012, and the 
changes in their net assets and their cash flows for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 

\'0P.fof Cf~s/ u. .. G 

New York, NY 
December 17, 2012 

L1FESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

June 30, 2012 

Assets: 
Cash and cash equivalents 
Cash and cash equivalents related to recoupments payable 
Cash and cash equivalents related to debt service escrow 
Investments 
Debt service reserve fund due from New York State 
Accounts receivable, net 
Note receivable 
Accrued income receivable 
Due from related parties 
Security deposits and prepaid expenses 
Property and equipment, net 
Deferred charges, net 

Total Assets 

Liabilities and Net Assets: 

Liabilities: 
Accounts payable and accrued expenses 
Accrued payroll 
Accrued compensated absences 
Recoupments payable 
Deferred income 
Due to funding sources 
Mortgages payable - DASNY 
Underfunded penSion obligation 
Underfunded health insurance obligation 
Lines of credit 
Bonds payable - DASNY 
Bonds payable - IDA 

Total Liabilities 

Net Assets: 
Unrestricted: 

Undesignated 
Residential reserve for replacement 
Property and equipment 
Board Designated-program expansion 

Total Unrestricted Net Assets 

Temporarily restricted 

Total Net Assets 

Total Liabilities and Net Assets 

$ 24,876,092 
11,943,257 
4,073,040 
3,168,131 

341,585 
452,052 
357,500 

15,282,545 
969,665 
773,402 

19,301,407 
1,266,061 

$ 82,804,737 

$ 8,017,005 
7,368,732 
3,753,998 

11,943,257 
2,281,470 

243.684 
2,775,608 

12,000,763 
5,838,604 
1,914,085 
7,580,000 
8,020,000 

71,737,206 

4,123,898 
539,518 

5,342,327 
1,023,172 

11,028,915 

38,616 

11,067,531 

$ 82,804,737 

The accompanying notes are an integral part of the financial statements. 
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LlFESPIRE, INC, AND SUBSIDIARY 
(a Not-for-Profit Organization) 

CONSOLIDATED STATEMENT OF ACTIVITIES 

Year ended June 30, 2012 

Revenue - program operations: 
Program service fees 
Participants' share of room and board 
Subcontract 
MCFMand DASNY bond fees 

Subtotal - revenue - program operations 

Net assets released from restrictions 

Total revenue - program operations 

Expenses: 
Program services 
Management and administration 

Tolal expenses 

Change in unrestricted net assets before other revenue (expenses) and 
non-operating pension-related changes 

Other revenue (expenses): 
Investment return 
Contributions and fund raising 
Retroactive rate adjustments 
Miscellaneous 

Tolal other revenue (expenses) 

Change in unrestricted net assets before non-operating pension-related changes 

Non-operating pension-related changes 

Change in unrestricted net assets 

Change in temporarily restricted net assets: 
Donors 
Fundraising 
Net assets released from restrictions 

Change in temporarily restricted net assets 

Change in net assets 

Net assets - beginning of year 

Net assets - end of year 

$ 98,975,018 
3,192,915 

489,591 
608,247 

103,265,771 

23,629 

103,289,400 

94,562,137 
6,619,495 

101,181,632 

2,107,768 

182,504 
609 

(1,634,126) 
12,240 

(1,438,773) 

668,995 

(8,194,914) 

(7,525,919) 

4,350 
572 

(23,629) --
(18,707) 

(7,544,626) 

18,612,157 

$ 11,067,531 

The accompanying notes are an integral part of the financial statements. 

LlFESPIRE, INC, AND SUBSIDIARY 
(a Not-for-Profit Organization) 

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS 

Year ended June 30, 2012 

Unrestricted net assets - beginning of year 

Change in unrestricted net assets 

Unrestricted net assets - end of year 

Temporarily restricted net assets - beginning of year 

Change in temporarily restricted net assets 

Temporarily restricted net assets - end of year 

$ 18,554,834 

(7,525,919) 

$ 11,028,915 

$ 57,323 

(18,707) 

$ 38,616 

The accompanying notes are an integral part of the financial statements. 

4 
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LIFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES 

Year ended June 30, 2012 

Program Services 
Total Management 

Waiver Vocational Mental Other Program and Total 
Services Services Residential Health Programs Services Administration Expenses 

Salaries $ 17,558,161 44,464 $ 19,413,845 3,966.570 $ 41,824,751 2,655,662 44,480,413 
Payroll taxes and benefits 6,673,985 13,368 6,869,055 1,468,421 15,311,220 883,856 16,195,076 

Total personnel costs 24,232,146 57,832 26,282,900 1,128,102 5,434,991 57,135,971 3,539,518 60,675,489 

Professional fees and contracted services 758,676 1,147 1,300,031 89,624 3,400,324 5,549,802 665,957 6,215,759 
General and professional liability insurance 490,468 40,810 245,890 49,748 36,133 863,049 221,251 1,084,300 

Supplies and expenses: 
Food, household supplies and services 184,784 2,184 2,369,861 2,548 12,426 2,571,803 12,030 2,583,833 
Rent and real estate taxes 3,031,280 287,122 2,538,785 165,079 188,863 6,211,129 636,543 6,847,672 
Transportation 9,501,975 168,671 1,061,559 76,490 116,288 10,924,983 165,847 11,090,830 
Utilities and telephone 842,876 50,661 871,106 83.938 218,082 2,066,663 175,078 2,241,741 
Maintenance and repair 232,367 9,000 623,136 11.160 36,142 911,805 77,967 989,772 
General 947,825 317,387 1,604,431 109.063 993,553 3,972,259 1,069,489 5,041,748 

Total expenses before interest, fees, and bond 
expense, and depreciation and amortization 40,222,397 934,814 36,897,699 1,715,752 10,436,802 90,207,464 6,563,680 96,771,144 

Interest, fees, and bond expense 595,313 35,973 1,516,801 12,164 2,160,251 8,663 2,168,914 
Depreciation and amortization 919,333 88,157 1,103,630 22,432 60,870 2,194,422 47,152 2,241,574 

Total Expenses $ 41,737,043 1,058,944 $ 39,518,130 1,738,184 $ 10,509,836 $ 94,562,137 6,619,495 $ 101,181,632 

The accompanying notes are an integral part of the financial statements. 

(THIS PAGE ['l/TENTIOI'iALLY LEFT BLANK) 
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LlFESPIRE, INC. AND SUBSIDIARY 
(a Not·for-Profit Organization) 

CONSOLIDATED STATEMENT OF CASH FLOWS 

Year ended June 30, 2012 

Cash flows from operating activities: 
Change in net assets 
Adjustments to reconcile change in net assets to net cash and cash equivalents 

provided by operating activities: 
Depreciation and amortization 
Amortization of bond issue costs 
Unrealized gain on investments 
Bad debt expense 
Loss on disposal of assets 

Changes in operating assets and liabilities: 
Accounts receivable 
Note receivable 
Debt service reserve fund due from New York State 
Accrued income receivable 
Due from related parties 
Security deposits and prepaid expenses 
Deferred charges 
Accounts payable and accrued expenses 
Accrued payroll 
Accrued compensated absences 
Recoupments payable 
Underfunded pension obligation 
Underfunded health insurance obligation 

Net cash provided by operating activities 

Cash flows from investin~J activities: 
Purchases of investments 
Proceeds from sales of investments 
Purchases of property and equipment 
Disposal of property and equipment 

$ (7,544,626) 

1,842,443 
118,015 
(22,040) 

(310) 
72.918 

(301,870) 
(357,500) 

60,290 
(229.039) 
276.729 
589,372 

(173,561) 
(192,469) 

1,179,616 
322,367 

6,947,948 
8,194.914 
1,415,412 

12,198,609 

(1,655,605) 
1.116,312 

(3,060,724) 
399,131 

I'J. ')nO,886) Net cash used in investing. _c_t_iv_it_ie_5 ________________ --'-_ 

Cash flows from financing activities: 
Repayments of mortgages payable - DASNY 
Proceeds from bonds payable ~ DASNY 
Repayments of bonds payable - DASNY 
Proceeds from lines of credit 
Payments on lines of credit 
Repayments of bonds payable - IDA 

Net cash provided by financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents - beginning of year 

Cash and cash equivalents ~ end of year 

Supplemental Disclosures of Cash Flow Information: 

Cash paid during the year for: 
Interest 
Income taxes 

(461,629) 
1,925,000 
(470,000) 

1.914,085 
(1.172,919) 
(1.005,000) 

729.537 

9,727,260 

31,165,129 

$ 40,892,389 

896,087 

The accompanying notes are an integral part of the financial statements. 

1.0RGANIZATION: 

2.SIGNIFICANT 
ACCOUNTING 
POLICIES: 

L1FESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Lifespire, Inc. and Subsidiary (the "Agency") serves individuals with disabilities 
and their families through various programs which include, but are not limited to, 
residential, rehabilitation, and day programs. The Agency is funded through 
government programs, consumer contributions, and gifts. It is the Agency's aim to 
provide individuals with disabilities the assistance and support necessary to achieve 
a level of functional behaviors and cognitive skills to enable them to maintain 
themselves in their community in the most integrated and independent marmer 
possible. 

Financial Statement Presentation 
The accompanying consolidated fmancial statements have been prepared on the 
accrual basis of accounting in accordance with accounting principles generally 
accepted in the United States of America ("U.S. GAAP"). 

The classification of the Agency's net assets and its support, revenues, and 
expenses is based on the existence or absence of donor-imposed restrictions. It 
requires that the amounts for each of the three classes of net assets - pennanently 
restricted, temporarily restricted, and unrestricted - be displayed in a statement of 
fmancial position and that the amounts of change in each of those classes of net 
assets be displayed in a statement of activities. 

These classes are defmed as follows: 

Pennanently Restricted - Net assets resulting from (a) contributions and 
other inflows of assets whose use by the Agency is limited by donor-imposed 
stipulations that neither expire by passage of time nor can be fulfilled or 
otherwise removed by actions of the Agency, (b) other asset enhancements 
and diminislunents subject to the same kinds of stipulations, and (c) 
reclassifications from (or to) other classes of net assets as a consequence of 
donor-imposed stipulations. 

Temporarily restricted - Net assets resulting from contributions and other 
inflows of assets whose use by Agency is limited by donor-imposed 
stipulations that either expire by passage of time or can be fulfilled and 
removed by actions of the Agency pursuant to those stipulations. When such 
stipulations end or are fulfilled, such temporarily restricted net assets are 
reclassified to unrestricted net assets and reported in the statement of 
activities and changes in net assets. However, if a restriction is fulfilled in the 
same time period in which the contribution is received, the Agency reports 
the support as unrestricted. 

Unrestricted - The part of net assets that is neither permanently restricted nor 
temporarily restricted by donor~imposed stipulations. Some of these net 
assets are undesignated but some are designated as set forth below. 
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LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Residential Reserve for Replacement - There is an amount of $539,518 
designated as residential reserve for replacement. The residential reserve 
for replacement was established by the New York State Office for People 
With Developmental Disabilities ("OPWDD") for the reimbursement of 
building renovations and improvements for Agency-owned residential 
propelties. This reimbursement mechanism does not apply to residential 
properties that are leased. The Agency has the ability to utilize the 
residential reserve funding for all of its certified residential sites within 
each class of residences. These funds are not interchangeable among 
program types 

Propelty and Equipment - There is a designated an amount of $5,342,327 
of the unrestricted net assets which represents the excess of the net book 
value of property and equipment over the related debt. 

Board Designated-Program Expansion - The Board has designated an 
amount of $1,023,172 of the unrestricted net assets for future 
programmatic expansion. The monies are used to alleviate the ongoing 
financial pressures on tile Agency due to the timing of collections of 
government funding. the limitations on available government funding. and 
the limited fund-raising activities undertaken by the Agency. The Agency 
has minimum monthly operating cash requirements of approximately 
$8,673,000 to finance its program operations. 

Principles of Consolidation 
The consolidated financial statements include the financial activity of Lifespire, 
Inc. and its wholly-owned subsidiary, Manhattan Management Solutions, LLC (the 
"Organization"). The Organization was established to provide consulting services 
to other not-far-profit organizations. The Organization is being consolidated since 
Lifespire, Inc. has both an economic interest in and control over the Organization 
through a majority voting interest in its governing board. The Orgenization has no 
balances on its balance sheet or activity in the profit and loss statement for the year 
ended June 30, 2012. 

Tax Status 

The Agency was granted tax-<lxempt statos under Section 501(c)(3) of the Internal 
Revenue Code and under the corresponding provisions of the New York State and 
New York City income tax laws. Under these provisions, the Agency is exempt 
from federal and state income taxes and, therefore, has made no provision for 
income taxes in the accompanying consolidated financial statements. 

The Agency follows the accounting standard for uncertainty in income taxes. The 
standard prescribes a minimum recognition threshold and measurement 
methodology that a tax position taken or expected to be taken in a tax return is 
required to meet before being recognized in the consolidated financial statements. 
It also provides guidance for de-recognition, classification, interest and penalties, 
accounting in interim periods~ disclosure and transition. 

LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

In assessing the likelihood of realization of tax benefits, management considers 
whether it is more likely than not that some portion or all of any tax position will 
not be realized. The ultimate realization of such tax positions is dependent upon the 
generation of future income. Management considers projected futnre income and 
tax planning strategies in making this assessment. 

If applicable, the Agency would classify interest and penalties on underpayments of 
income tax as miscellaneous expenses. The metropolitan commuter transportation 
mobility ("MTA") tax for the year endedJnne 30, 2012 amounted to $149,165. 

The Agency is subject to regular audit by tax authorities. In assessing the 
realizability of tax benefits, management considers whether it is more likely than 
not that some portion or all of any tax position will not be realized. Management 
believes that its tax-exempt status would be sustained upon examination. 
Management believes that it has appropriate support for the positions taken on its 
tax returns. Nonetheless, the amounts ultimately paid, if any, upon resolution of the 
issues raised by the taxing authorities may differ materially from the amounts 
accrued for each year. 

The Agency files income tax returns in the United States federal and N ew York 
State jurisdiction. With few exceptions, the Agency is no longer subject to U.S. 
federal or state income tax examinations by tax authorities for fiscal years ended 
before June 30, 2009. 

Use of Estimates 
The preparation of financial statements in conformity with U.S. GAAP requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the fmancial statements and the reported amounts of revenues and expenses during 
the reporting period. Actnal results could differ from those estimates. 

Subsequent Events 
The Agency has evaluated events through December 17, 2012, which is the date 
the consolidated fmaneial statements were available to be issued. 

Cash and Cash Equivalents 
The Agency considers all highly liquid investments with an original matnrity date 
of three months or less at the time of purchase to be cash equivalents. Included in 
cash and cash equivalents as of June 30, 2012 are several amounts of restricted 
cash which are described in Note 3. 

Investment Valuations 
Investments are reported at fair value. Fair value is the price that would be received 
to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. See Note 8 for a discussion of fair 
value measurements. 

9 
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LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Purchases and sales of securities 3fe recorded on a trade-date basis. Interest income 
is recorded on the accrual basis; dividends are recorded on the ex-dividend date. 
The Agency presents in the accompanying consolidated statement of activities the 
net appreciation in the fair value of its investments, which consists of reslized gain 
and losses and the nnrealized appreciation/depreciation on those investments. 
Income from investments is considered unrestricted net assets unless restricted by a 
donor. Management reviews its investments for declines other than temporary. 

Accounts Receivable Net 
All known uncollected accounts receivable have been written down to the 
collectible value as of June 30, 2012. In addition, there exists a reserve for dnubtful 
accounts of $7,127 as of June 30, 2012 for accounts receivable. The allowance for 
doubtful accounts is established through provisions charged against income and is 
maintained at a level believed adequate by management to absorb estimated bad 
debts based on current economic conditions. Management uses 5% of total 
subcontract accounts receivable as the basis for the calculation of allowance for 
doubtful accounts. 

Note Receivable 
The Agency has the intent and ability to hold its note receivable, stated at the 
outstanding principal balance, for the foreseeable future. Interest on the note is 
recognized over the term of the note and is calculated using the simple-interest 
method on principal amounts outstanding. 

Accrued Income Receivable and Program Service Fees 
The Agency receives a major portion of its program service fees from Medicaid in 
conjunction with the OPWDD. Program service fees are also received from the 
Social Security Administration and directly from the OPWDD. Rates of 
reimbursement derived from cost-based and other methodologies are established 
annually by the OPWDD. Substantially all of the accrued income receivable of 
$15,282,545 are due from these governmental agencies. 

There is no provlSlon within these consolidated financial statements for any 
possible contingent liability that may result from any disallowances as a result of 
reimbursement rate adjustments for program service fees relating to the year ended 
June 30, 2012. Although such possible disallowances could be substantial in 
amount, in the opinion of management, any actual disallowance would be 
immaterial. 

Property and Equipment 
Property and equipment are stated at cost or at fair market value if donated, less 
accumulated depreciation and amortization. Maintenance and repairs are charged to 
expense as incurred; major improvements are capitalized in accordance with 
funding source gnidelines. Depreciation is computed using tl,e straight-line method 
over the estimated useful lives of the respective assets. Leasehold improvements 
are amortized over tl,e lesser of the term of the lesse or the estimated useful life of 
the asset. These amounts do not purport to represent replacement or realizable 
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L1FESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

values. The Agency maintains a policy to capitalize individual items costing in 
excess of $5,000. 

The Agency follows the provision of the fair value measurements standards for 
certain non-financial assets and liabilities. Under this standard, the Agency reviews 
long-lived assets to determine whether there has been any permanent impairment 
whenever events or circumstances indicate the carrying amount of an asset may not 
be recoverable. If the sum of the expected future undiscounted cash flows is less 
than the carrying amount of the assets, the Agency recognizes an impairment loss. 
No impairment loss was recognized for the year ended June 30, 2012. 

Deferred Income 
The Agency records unearned advances for fee for service revenue as deferred 
revenue until it is expended for the purpose of the funding source, at which time it 
is recognized as revenue. The balance of deferred revenue of $2,281,470 as of June 
30, 2012, represents amounts received for various programmatic operations that 
will be recognized as revenue in the future, as it is earned. 

Revenue Recognition 
Revenue is recognized on a fee for service basis for service arrangements with 
various consumers and/or customers. Revenue is recognized contingent on the 
services being rendered. The reimbursements received from certain funding sources 
are subject to reconciliations. The funding sources may request return of 
reimbursements for noncompliance. 

In-Kind Contributions 
In-kind contributions received in the past conaist of property and services donated 
by state agencies and individuals. The value placed by the state agencies and 
individuals are used for valuing the contribution received. These properties were 
recorded as nnrestricted and the related depreciation taken was recorded as 
unrestricted. If no value is provided by donor, an estimated value is placed by the 
Agency. There were no in-kind contributions made to the Agency during the year 
ended June 30, 2012. 

Start-Up Costs 
Certain costs related to the organization of a Dew entity, a new business line, or 
product or location, are expensed as incurred. This position is followed by the 
Agency and the funding source which gnverns the program for which such start-up 
expenses were incurred. 

Advertising 
Advertising costs are expensed as incurred. Advertising expense totaled $49,825 
for the year ended June 30, 2012, and is included in general expenses in the 
accompanying consolidated statement of functional expenses. 
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LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Special Events 
The direct costs of special events include expenses for the benefit of the donor. For 
example, meals and facilities rental are considered direct costs of special events. 
During the fiscal year ended Jnne 30, 2012, the Agency did not incur any special 
events expenses. 

Bond Costs 
Bond costs, which reflect bond premiums and discounts, are amortized over the life 
of the bonds. Amortization expense of these coats for the year ended June 30, 2012 
was $108,031. These costs are included in interest, fees and bond expenae of 
$2,168,914 shown in the accompanying consolidated ststement of functional 
expenses. 

Functional Allocation of Exnenses 
Expenses that can be directly identified with the program or supporting service to 
which they relate are charged accordingly. Other expenses by function have been 
allocated among program and supporting service classifications based upon 
benefits received. 

Cash and cash equivalents are held in interest-hearing checking and savings 
accounts at fmancial institutions. As of June 30, 2012, cash and cash equivalents, 
not related to recoupments payable or debt service escrow, of$24,876,092 included 
restricted cash amounts comprised of the following: 

June 30, 2012 

Temporarily restricted contributions 

403(b) tax sheltered annuity plan 

Residential Reserve for Replacement 

Health Reimbursement Acconnts 

Restricted Cash 
Amount 

$ 38,616 

75,860 

539,518 

2,938,752 

$ 3,592,746 

4. CASH AND CASH The cash and cash equivalents balance of $11,943,257 represents various amounts 
EQUIVAlENTS RELATED received from funding sources that will be used to pay amounts included witbin 
TO RECOUPMENTS recoupments payable. Refer to note 12 for additional information. 
PAYABLE: 

5. CASH AND CASH The cash and cash equivalents related to debt service escrow of $ 4,073,040 is 
EQUIVALENTS RELATED comprised of the following: 
TO DEBT SERVICE 
ESCROW: 
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LIFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 3D, 2012 

Debt Service Escrow: 
IDA - Bond 2002 
IDA - Bond 2004 
IDA - Bond 2008 
DASNY - Bond 20 I 0 
DASNY - Bond 2011 

$ 867,144 
1,339,599 

721,167 
881,114 

264,016 

$ 4,073,040 

The Debt Service Escrow-IDA - Bond 2002 amount of $867,144 represents a 
portion of the loan proceeds, in addition to subsequent payments made by the 
Agency, that were deposited into accounts set up with the Bank of New York. The 
Agency's monthly payments are deposited into one of these accounts until 
payments to the bondholders are required to be made pursuant to the bond 
agreement. Refer to Note 18 for additional information. 

The Debt Service Esc,'Ow- IDA - Bond 2004 amount of $ I ,339,599 represents a 
portion of the loan proceeds, in addition to subsequent payments made by the 
Agency, that were deposited into accounts set up with the Bank of New York. The 
Agency's monthly payments are deposited into one of these accounts until 
payments to the bondholders are required to be made pursuant to the bond 
agreement. Refer to Note 18 for additional information. 

The Debt Service Escrow - IDA - Bond 2008 amount of $721, I 67 represents a 
portion of the loan proceeds, in addition to subsequent payments made by the 
Agency, that were deposited into acccunts set up with the Bank of New York. The 
Agency's monthly payments are deposited into one of these accounts until 
payments to the bondholders are required to be made pursuant to the bond 
agreement. Refer to Note 18 for additional information. 

The Debt Service Escrow - DASNY - Bond 20 I 0 amount of $88 I, I 14 represents a 
portion of the loan proceeds, in addition to subsequent payments made by the 
Agency, that were deposited illto accounts set up with the Bank of New York. The 
Agency's monthly payments are deposited into one of these accounts until 
payments to the bondholders are required to be made pursuant to the bond 
agreement. Refer to Note 17 for additional information. 

The Debt Service Escrow - DASNY - Bond 20 II amount of $264,0 16 represents a 
portion of the loan proceeds, in addition to subsequent payments made by the 
Agency, that were deposited into accounts set up with the Bank of New York. The 
Agency's monthly payments are deposited into one of these aCCOUllts until 
payments to the bondholders are required to be made pursuant to the bond 
agreement. Refer to Note 17 for additional information. 
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6. DEBT SERVICE 
RESERVE FUND DUE 
FROM NEW YORK 
STATE: 

7. INVESTMENTS: 

B.FAlR VALUE 
MEASUREMENTS: 

LlFESPIRE, INC_ AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

The debt service reserve fund due from New York State of $341,585 represents a 
portion of the loan proceeds retaioed by the New York State Medical Care 
Facilities Fioance Agency ("MCFFA") under the terms and conditions io the 
mortgage agreements for the properties listed io Note 15. 

The monies are designated to be applied to scheduled debt service payments io the 
future by OPWDD. In 1996, the debt service reserve amounts were transferred to 
the Dormitory Authority of the State of New York ("DASNY"). 

For the year ended June 30, 2012, total iovestments at fair market value comprised 
of bank certificates of deposit valued at $3,168,131. Investment aetivity for the 
year consisted of the following: 

Cost Fair Value 

Bank of America $ 1,575,087 $ 1,575,087 
Smith Bamey 1,193,952 1,205,347 
Chase 377,052 387,697 
Total $ 3,146,091 $ 3,168,131 

June 30,2012 
Investments - beginniog of year $ 2,606,198 
Activity: 

Purchases 1,628,218 
Sales (at cost) (1,109,992) 
Investment returns (reinvested) 27,387 

Withdrawals for operations (6,320) 
539,293 

Net appreciation io fair value of 
investments: Unrealized gain 22,040 

Investments- end of year $ 3,168,131 

FASB Accounting Standards Codification ("ASC") 820, Fail' Value Measurements 
and Disclosures, provides the framework for measuring fair value. That framework 
provides a fair value hierarchy that prioritizes the inputs to valuation techniques 
used to measure fair value. The hierarchy gives the highest priority to unadjusted 
quoted prices io active markets for identical assets or liabilities (Level 1 
measurement) and the lowest priority to unobservable inputs (Level 3 
measurements). The three levels of the fair value hierarchy under FASB ASC 820 
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(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

are described as follows: 

Level I - Inputs to the valuation methodology are unadjusted quoted prices for 
identical assets or liabilities io aetive markets that the Agency has the ability to 
access. 

Level 2 - Inputs to the valuation methodology ioclude: 

quoted prices for similar assets of liabilities io active markets; 

quoted prices for ideutica1 or similar assets of liabilities io inactive 
markets; 

ioputs other than quoted prices that are observable for the asset or liability; 

ioputs that are derived principally from or corroborate by observable 
market data by correlation or other means. 

If the asset or liability has a specified (contractual) tenn, the Level 2 ioput must be 
observable for substantially the full term of the asset or liability. 

Level 3 - Inputs to the valuation methodology are unobservable and significant to 
the fair value measurement. 

The asset's or liability's fair value measurement level within the fair value hierarchy 
is based on the lowest level of any ioput 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 ioputs. 

There have been no changes io the methodologies used at June 30, 2012. 

The preceding methods descn"bed may produce a fair value calculation that may not 
be iodicative of net realizable value or refleetive of future fair values. Furthermore, 
although the Agency believes its valuation methods are appropriate and consistent 
with other market participants, the use of different methodologies or assumptions 
to determine the fair value of certaio forancial instruments could result in different 
fair value measurement at the reporting date. 

The Agency invests in various investments securities. Investment securities are 
exposed to various risks such as interest rate, market. and credit risks. Due to the 
level of risk associated with certain investment securities, it is at least reasonably 
possible that changes io the values of iovestment securities will occur io the near 
term and such changes could materially affect the Agency's investments and the 
amounts reported in the accompanying consolidated statement of fillancial position. 
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9. NOTE RECEIVABLE: 

10.DUE FROM RELATED 
PARTIES: 

LlFESPIRE, INC_ AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

The credit and liquidity crisis in the United States of America and throughout the 
global fmancial systems has resulted in substantial volatility in fmancial markets 
and the banking system. These and other economic events may have caused 
significant volatility to the Agency's investment portfolio subsequent to year-end 

The following table presents, by level within the fair value hierarchy, the Agency's 
investment assets at fair value, as of June 30, 2012. 

Certificates 
of deposit 

Total 

$3,168,131 

$3,168,131 

(Levell) (Level 2) (Level 3) 

$ 3,168,131 

"f" 3,168,131 

Certificates of deposit are stated at cost, which approximates fair value. 

Change in Fair Value Levels 
The availability of observable market data is monitored to assess the appropriate 
classification of fmancial instruments within the fair value hierarchy. Changes in 
economic conditions or model-based valuation techniques may reqnire the transfer 
of fmaneia! instruments from one fair value level to another. In such instances, the 
transfer is reported at the beginning of the reporting period. For the year ended 
June 30, 2012, there were no transfers in or out of Levels 1,2, or 3. 

The note receivable balance of $357,500 represents an amount owed from the Inter 
Agency Council of Mental Retardation and Developmental Disabilities, Inc. 
("lAC"). This note bears interest at a rate of 3.0% per annum. This note is 
unsecured and requires the outstanding balance to be paid back in one or more 
installments on or before June 30, 2014, at the option of the lAC. 

The due from related parties amount of $969,665 represent amounts owed from 
two not-far-profit entities as follows: 

An amount of $146,452 is dne from the Agency's Housing and Urban 
Development ("HUD") affiliate. This amount includes a note receivable of 
$140,203 due from this related party dating back a number of yeara. The Agency 
isn't permitted to charge interest to this related party pursuant to HUD rules. There 
is also an amount of $6,249 representing a non-interest bearing loan which was 
used for operational purposes. The Agency expects to be repaid for these amounts 
when the related party has sufficient cash flow available. 

The Agency is a related party in that certain staff members of the Agency are also 
Board members of this not-for-profit HUD organization. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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An amount of $823,213 is due from Lifespire Services, Inc., who is the sale 
member of the Agency (the Parent). The Parent has three notes outstanding with 
the Agency as ofIune 30, 2012 as follows: 

The first is from a note receivable which was executed on April 30, 2010 in the 
amount of $689,901. This amount represented the aggregate principal and 
interest as of April 30, 2010, which was previously loaned to the Parent by the 
Agency. There is no further interest to be charged after April 30, 2010. The 
Parent is obligated tc pay the outstanding indebtedness in twenty-five equal 
annual instalhnents ofS27,596 on or before April 30th of each year. During the 
current fiscal year, the required payment of $27,596 was made to the Agency. 
The outstanding balance on this note due to the Agency as of June 30, 2012 
amounted to $607,113. 

There is also a note receivable in the amount of $55,500 due from the Parent 
which is still outstanding at June 30, 2012. This note accrues interest at a rate 
of 6% per annum. 

Additionally, on June 16,2011, a $300,000 note was executed with the Parent, 
aecruing interest at a rate of 6% per annum. During the year ended June 30, 
2012, the Parent made a partial repayment of $175,000. The outstanding 
balance on this note due tc the Agency as of June 30, 2012 amounted to 
$125,000. 

Total unpaid accrued interest receivable due from the Parent amounted to 
$35,600 as ofJune 30, 2012 for two of the notes. 

The Agency is a related party in that the Board members of the Parent are also 
Board members oflhe Agency. 

Transactions with another not-for-profit related party 

The Agency purchases supplies and services from another related not-far-profit 
entity. The Agency also receives payment from this related party for the outsourced 
labor provided to assist with the processing and packaging of the inventory items 
which the related party sells to the Agency as well as to other non-related entities. 
During the fiscaJ. year ended June 30, 2012, purchases of supplies and services in 
the amount of $643,591 were made from this not-far-profit related party. During 
the year ended June 30, 2012, the Agency received fees of $126,031 from this 
related not-for-profit entity for the provision of labor provided by the Agency. 
Additionally, as of June 30, 2012, $54,800 was due to this related not-for-profit 
entity. This amount is included in accounts payable and accrued expenses in the 
accompanying consolidated statement of financial position. Additionally, as of 
June 30, 2012, $13,175 was owed tc the Agency for outstanding fees. This amount 
is included in accounts receivable, net in the accompanying consolidated statement 
of fmancial position. The Agency also received $30,049 from the not-for-profit 
related party for reimbursement of its portion of fringe benefits and insurance costs 
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11.PROPERTY AND 
EQUIPMENT: 

12.RECOUPMENTS 
PAYABLE: 

LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-far-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

paid on behalf of three of the Agency's employees who provide services to the not
for-profit related party. No reimbursable costs were outstanding as of June 30, 
2012. 

The Agency is a related party in that certain staff members of the Agency are also 
Board members of this other not-for-profit corporation. 

Management periodically reviews the related party accounts and notes receivable 
amounts to determine if an allowance is necessary. The related party receivables 
have been adjusted for all known uncollectible accounts. For the year ended June 
30, 2012, no allowance was necessary because the related party receivables were 
determined to be fully collectible. 

Property and equipment consist of the following: 

Estimated 
June 30, 2012 Cost Useful Lives 

Land $ 4,549,267 
Construction in progress 541,044 
Buildings and improvements 25,581,936 5-20 years 
Furniture and equipment 3,101,800 5 years 
Vehicles 606,618 4 years 
Leasehold improvements 7,956,552 Life oflease 

42,337,217 
Less: accumulated depreciation and 

amortization (23,035,810) 

$ 19,301,407 

The above amounts include land and buildings which were donated to the Agency 
by the OPWDD. The Agency is subject to adherence of certain terms, conditions, 
and restrictions as to the use and ultimate disposition of these properties as further 
delineated in the disposition and subordination agreements entered into with the 
funding source. 

Depreciation and amortization expense was $2,241,574 for the year ended June 30, 
2012. 

The recoupments payable balance of $11,943,257 represents reimbursements 
received from certain funding sources in the current year as well as in previous 
years, which are in excess of amounts earned, and amounts for which the scheduled 
recoupments differs from the actual recoupments made through June 30, 2012. The 
funding sources are expected to recover these amounts in the future through the 
recoupment process. 
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15.MORTGAGES 
PAYABLE- DASNY: 

LlFESPIRE, INC. AND SUBSIDIARY 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

The deferred income balance of $2,281,470 represent amounts received from 
various funding sources over the years for various programmatic operations but not 
earned as revenue as of June 30, 2012. Some of these liabilities relate to the 
OPWDD. These liabilities do not bear interest and will be recognized as revenue in 
the future as it is deemed to be earned. 

The due to funding sources balance of $243,684 includes an amount of $8,966, 
which represents various maximum potential contested liabilities for proposed 
contract adjustments with certain funding sources for prior periods. 

The balance of $234,718 represents a liability due to the OPWDD as a result of 
certain "desk-audits" perfonned on certain programs by the OPWDD. These "desk
audits" were the result of a statewide requirement by the OPWDD and other 
governmental agencies, due to the clarification and revisions of certain policies and 
procedures set forlb by the OPWDD and these other governmental agencies. 

Mortgages payable - DASNY balance of $2,775,608 represents self-liquidating 
term-notes owed to the DASNY, which has as its agent, the OPWDD. Some of the 
notes were originally related to the New York State MCFF A improvement bonds 
borrowed from the Facilities Development Corporation ("FDC"). The DASNY is 
the successor to the MCFFA, and in 1996, FDC projects were transferred to 
DASNY. In 1996, the MCFFA bonds were funded by the issuance of DASNY 
Mental Health Services Facilities Improvement Revenue Bonds. 

Periodic recoupments are expected to continue to be made by OPWDD from the 
Agency, for remittance to FDC to satisfy the debt service and administration fees. 
The payments are first applied to interest and then to principal. The Agency will 
receive additional amounts of reimbursement as an increase to its per diem rates to 
repay these recoupments. The notes are collateralized by (I) the real property 
located at each of the sites, (2) all accounts receivable generated from billings 
related to the respective locations, and (3) all personal property owned by the 
Agency located at each of the sites. The Agency is entitled to credits in an amount 
equal to the past accrued interest earned on the debt service reserve fund due from 
New York State for some of the above-mentioned liabilities. When such credits are 
determined and applied to the corresponding mortgages, then those mortgage 
liabilities will be reduced accordingly. 
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DASNY: 

LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-far-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Additional information for the mortgages payable - DASNY is reflected below. 

Racal Court 
South Avenue 

213-233 48 th Street (Sunset J) 

2115/2013 7.37% 

811512015 7.68% 

2/15/2018 7.34% 

$ 60,500 

102,491 

568,235 

87-21121" Street (Queens) 2/15/2018 6.41% 1,469,000 
Jumel 8/1512018 6.41% 575,382 

Total mortgages payable - DASNY $ 2,775,608 

The mortgage balances for the 213-233 48"' Street and 87-21 121" Street locations 
are for the Day Treatment and Day Habilitation Programs, respectively. 
Commencing with the fiscal year ended June 30, 2004, OPWDD allocates a portion 
of the bond (mortgage) payable to a separate Day Habilitation Medicaid 
Management Information System ("MMIS") Provider number for debt recovery 
purposes. However, the total indebtedness does not change. 

Under the terms of the mortgages payable - DASNY, the Agency is required to 
fulfill certain fmancial covenants. 

The Agency has a line of credit agreement with J.P. Morgan Chase for a maximum 
amount of $5,000,000 which expires on March 13,2013. The proceeds of the line 
of credit are to be used for operating expenses. Interest is charged at the bank's 
floating rate of prime plus 0.5% (3.75% at June 30, 2012) and is secured by a lien 
on the Agency's government receivables not otherwise encumbered. The 
government receivables totaled $15,282,545 at June 30, 2012 and are reflected in 
the accompanying financial statements as accrued income receivable. There was no 
outstanding balance on the line of credit as of June 30, 2012. 

Under the terms of a line of credit agreement with Bank of America entered into on 
March 31, 2012, the Agency may borrow up to $5,000,000 at the bank's prime 
interest ratc plus 0.5% (3.75% at June 30, 2012) through March 31, 2013, when the 
agreement expires, The Agency's property and leasehold improvements not 
otherwise encumbered have been pledged as collateral against any advances on the 
line of credit. As of June 30, 2012, there was an outstanding balance of $1,914,085 
on this line of credit. 

Bonds payable - DASNY balance of $7,580,000 represents bonds payable at June 
30,2012 as follows: 

Series 

2010 A-I and A-2 
2011 A-I and A-2 

Due Date 

July 2028 

June 2026 

Total Bonds Payable-DASNY 

Principal Due 

5,655,000 

1,925,000 
$ -7-,580,000 
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2010 A-I and A-2 
In March 20 I 0, a bond payable - DASNY was issued in the amount of $6,125,000 
and is related to the DASNY InterAgency Council Pooled Loan Program Revenue 
Bond Resolution, Series 20 lOA, subseries 20 I OA·I, and 20 IOA-2 (the "Bonds"). 
During the year ended June 30, 2012, $470,000 was paid and the outstanding 
balance at June 30, 2012 was $5,655,000. 

The Agency used the proceeds from the Bonds to refinance $5,485,795 of 
indebtedness on seven properties. The interest rate is not to exceed 7.5% 011 the 
Series 2010A Bonds. The interest is payable to the bondholders on a semi-annual 
basis commencing on August 1,2010. The cost of the bond issuance amounted to 
$318,265 of which $51,048 was amortized as of June 30, 2012. 

Deposits for interest and principal under the loan agreement are to be made 
monthly on the lOth day of each month into the debt service escrow fund by the 
Agency. Refer to Note 5 for additional information. The principal payments of the 
consolidated debt owed to the bondholders are as follows: 

Due Date 
July I, Principal Due 

2012 $ 470,000 
2013 475,000 
2014 495,000 
2015 410,000 
2016 415,000 

Thereafter 3,390,000 

$ 5,655,000 

The Series 2010A Bonds are secured ratably by each applicable mOltgage on the 
properties, the pledge and assignment to the Trustee of the Revenues, and the 
DASNY's security interest in the pledged revenues subject to prior pledges, 

Under the terms of the bonds payable - DASNY, the Agency is required to fulfill 
certain financial covenants. 

2011 A-I andA-2 
On August 17, 2011 a bond payable - DASNY was issued in the amount of 
$1,925,000 and is related to the DASNY InterAgency Council Pooled Loan 
Program Revenue Bond Resolution, Series 20 II A, subseries 20 II A-I, and 
subseries 2011 A-2 (the "Bonds"). Series 201lA allocable pOttion for subseries 
2011 A-I was $1,840,000 and subseries 2011 A-2 was $85,000. 

The Agency used the proceeds from the Bonds to refinance $1,182,262 of 
indebtedness on two properties. The interest rate is not to exceed 4,125% on the 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Series 20 II A Bonds. The interest is payable to the bondholders on an annual basis 
commencing on July 1,2012. The cost of the bond issuance amounted to $12,469 
of which $700 was amortized during the year ending June 30, 2012. 

Deposits for interest and principal under the loan agreement are to be made 
monthly Oil the 10lh day of each month into the debt service escrow fund by the 
Agency. Refer to Note 5 for additional information. The principal payments of the 
consolidated debt owed to the bondholders are as follows: 

Due Date 
July I, Principal Due 

2012 $ 115,000 
2013 120,000 

2014 125,000 
2015 125,000 

2016 125,000 
Thereafter 1,315,000 

$ 1,925,000 

The Series 2011 A Bonds are secured by each mortgage on the properties and a lien 
on the furnishings and equipment located at each mOligaged property. 

Under the terms of the bond payable - DASNY, the Agency is required to fulfill 
certain financial covenallts. 

18.BONDS PAYABLE IDA: [londs payable - IDA balance of $8,020,000 represents bonds payable at June 30, 
7.012 as follows: 

Series Due Date Principal Due 

2002 C-I July 1,2017 $ 1,930,000 
2004 A-I and B-1 July 1,2023 2,885,000 

2004 C-l July 1,2014 365,000 
2008 A-I and A-2 July 1,2033 2,840,000 
Total Bonds Payable- IDA $ 8,020,000 

Bonds payable-IDA-2002 
Bonds payable - IDA - 2002 balance of $1,930,000 as of June 30,2012 represent 
amounts owed relating to the New York City Industrial Development Agency 
("IDA") Civic Facility Revenue Bonds (Special Needs Facilities Pooled Program), 
Series 2002 C-I. 
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The interest rate is based on a life average rate of 7.63% on the Series 2002 C-l 
bond of $1,930,000. The interest is payable to the bondholders On a semi-annual 
basis commencing on July 1, 2003. The principal is payable to the bondholder on 
an annual basis also commencing on July 1,2003. The cost of the bond issuance 
amounted to $395,027 ($380,027 was incurred when the bond closed and $15,000 
was incurred prior to the bond closing), of which $209,409 was amortized as of 
June 30, 2012. The costs of issuance are being amortized over the term of the bond 
obligations. 

Deposits for interest and principal payments for the bond holders under the loan 
agreement are to be made monthly and deposited into the applicable debt service 
escrow accounts by the Agency until it comes due to pay the bondholders. Refer to 
Note 5 for additional information. 

The principal payments of the consolidated debt owed to the bondholders are as 
follows: 

Bonds payable-IDA-2004 

Due Date 
July 1, 

2012 
2013 
2014 
2015 
2016 

Thereafter 

Principal Due 

$ 270,000 

"$" 

280,000 
280,000 
280,000 
280,000 
540,000 

1,930,000 

Bonds Payable-IDA-2004 balance of $3,250,000 as of June 30, 2012 represents 
amounts owed reiating to IDA Civic Facility Revenue Bonds (Special Needs 
Facilities Pooled Program), Series 2004 A-I and B-1, and Series 2004 Col. 

The Agency used the Series A-I and B-1 bond proceeds to refinance $4,112,273 of 
indebtedness on four properties. The interest rate is based on a life average rate of 
8.89% on the Series 2004 A-I and B-1 Bonds ($2,885,000 outstanding as of June 
30, 2012). The interest is payable to the bondholders on a semi-annual basis 
commencing on July 1, 2004. The principal is payable to the bondholder on an 
annual basis also commencing on July 1,2004. 

The cost of the bond issuance amounted to $685,629 ($694,975 was incurred when 
the bond closed less $9,346 reimbursed after the bond closing), of which $250,925 
was amortized as of June 30, 2012. The costs of issuance are being amortized over 
the term of the bond obligations. 

Deposits for interest and principal payments for the bondholders under the loan 
agreement are to be made monthly and deposited into the applicable debt service 
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escrow accounts by the Agency until it comes due to pay the bondholders. Refer to 
Note 5 for additional information. 

The principal payments of the consolidated debt owed to the bondholders are as 
follows: 

Due Date 
July I, 

2012 

2013 

2014 
2015 

2016 
Thereafter 

Principal 
Due 

360,000 
215,000 

220,000 

220,000 

220,000 
1,650,000 

$ 2,885,000 

The used the Series C-I bond proceeds to finance $805,621 of 
llld"bt"dn.ess on one property and to payoff a balance due on one line of credit. 
The interest rate is based on the life average rate of 5.96% on the Series 2004 C-J 
Bond ($365,000 outstanding as of June 30, 2012). The interest is payable to the 
bondholders on a semi-annual basis commencing on January 1,2005. The principal 
is payable to the bondholders on an annual basis commencing on July 1,2005. The 
cost of the bond issuance amounted to $50,095, of which $50,095 was amortized as 
of JUlie 30, 2012. The cost of bond discounts amounted to $41,281, of which 
$26,575 was amortized as of June 30, 2012. The costs of issuance and discounts are 
being amortized over the term of the bond obligations. 

Depusits ror intcn.:sl and principal payments for the bondholders under the loan 
agreement are to be made monthly and deposited into the applicable debt service 
escrow accounts by the Agency until it comes due to pay the bondholders. Refer to 
Note:') /"()[' additional information. 

The principal payments of the consolidated debt owed to the bondholders are as 
follo\\'s: 

Due Date 
July I, Principal Due 

2012 $ 115,000 

2013 120,000 
2014 130,000 

$ 365,000 
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Bonds payable-IDA-2008 
Bonds payable - IDA - 2008 balance of $2,840,000 as of June 30,2012 represents 
amounts owed to IDA Civic Facility Revenue Bonds (Special Needs Facilities 
Pooled Program), Series 2008 A. These bonds are segregated into Series 2008 A-I 
and Series 2008 A-2 (taxable). 

The interest rate is based on a life average rate and approximates 6% per annum. 
The interest is payable to the bondholders on a semi-annual basis commencing on 
July 1, 2008. The principal is payable to the bondholder on an annual basis also 
commencing on July 1, 2008. The cost ofthe bond issuance amounted to $265,634, 
of which $91,491 was amortized as of June 30, 2012. The costs of issuance are 
being amortized over the term of the bond obligations. 

Pursuant to the bond agreement, there is a fIrst lien on the properties being 
mortgaged except for the facility located at 21348'" Street, Brooklyn, which carries 
a second lien. 

Deposits for interest and principal payments for the bondholders under the loan 
agreement are to be made monthly and deposited into the applicable debt service 
escrow accounts by the Agency until it comes due to pay the bondholders. Refer to 
Note 5 for additional Information. 

The principal payments of the consolidated debt owed to the bondholders are as 
follows: 

Due Date 
July I, Principal Due 

2012 $ 260,000 
2013 260,000 

2014 170,000 

2015 170,000 

2016 175,000 
Thereafter 1,805,000 

$ 2,840,000 

The Agency expects that, periodically, OPWDD will adjust the Individualized 
Residential Alternatives per diem rate to provide the Agency with the appropriate 
amount of reimbursement to repay the debt principal, related interest, and fees. The 
Series 2002 C-I, 2004 A-I, B-1, and C-1, as well as Series 2008 A-I and A-2 
bonds will be secured ratably by the IDA's security interest in certain pledged 
revenues. 

Under the tenns for the bonds payable - IDA, the Agency is required to maintain 
certain fmancial covenants. 
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LlFESPIRE, INC. AND SUBSIDIARY 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

The short-term and long-term third-party debt is comprised of the following: 

June 30, 2012 

Mortgages payable - DASNY 
Bonds payable - DASNY 

Bonds payable -IDA 
Lines of credit 

$ 2,775,608 

7,580,000 

8,020,000 

1,914,085 

$ 20,289,693 

Approximate maturities of short-term and long-term third-party debt are as follows: 

June 30, 

2013 

2014 

2015 

2016 
2017 

Thereafter 

$ 3,974,260 

1,955,275 

1,915,091 

1,690,875 

1,719,125 

9,035,067 

20,289,693 

The retroactive rate adjustments of$I,634,126 for the year ended June 30, 2012 is 
primarily comprised of typical retroactive rate adjustments attributable to various 
programs. 

The Agency has a defined benefit pension plan (the "Plan") covering all of its 
eligible employees. The benefits are based on years of service and the employee's 
highest five years of compensation during the last ten years of employment. The 
Agency's funding policy is to contribute annually the required amount that should 
be dcducted in accordance with federal income tax guidelines. The Agency's 
contributions for calendar year 2011 exceeded the minimum funding requirements 
of ERISA. 

The Agency recognized a non-operating expense item of $8,194,914, which has 
been separately reported in the accompanying consolidated statement of activities 
as a decrease ill unrestricted net assets. This amount represents the increase in the 
underflilided pension obligation from June 30, 2011 to June 30, 2012. 

Contributions are intended to provide not only for benefits attributed to service 
date, but also for those expected to be earned in the future. The employer 
contributions amounted to $1,314,197 and the benefits paid amounted to $616,539 
during the fiscal year ended June 30, 2012. These amounts are included in the 
consolidated statement of functional expenses for the year ended June 30, 2012 
since they are considered operating expenses. The Agency expects to contribute 
$1,310,000 to its defined benefit pension plan during the year ended June 30, 2013. 
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According to actuarial projections, the existing funding policy contribution amount 
is not sufficient to cover the cost of the plan over the next several years. During the 
year ended June 30, 2010, the board of the Agency decided to freeze the pension 
plan effective December 31,2010. 

Under the accounting standards, a liability (underfunded pension obligation) is 
disclosed at fiscal year-end. The underfunded pension obligation is a compilation 
of the excess of total past and future amounts expensed to date over past amounts 
contributed. There is a cumulative amount totaling $12,000,763 of underfunded 
pension obligation as of June 30, 2012. 

The following table sets forth the plan's funded status and amounts recognized in 
the Agency's consolidated statement of financial position at June 30, 2012: 

Pension Benefits 

2010/2011 2011/2012. 

Reconciliation of benefit obligation: 
Obligation at beginning of year 26,913,789 27,424,471 

Service cost 687,251 

Interest cost 1,701,415 1,642,863 

Actuarial (gain)/loss (1,372,370) 7,622,326 

Benefit payments (505,614) (616,539) 

Obligation at end of year 27,424,471 36,073,121 

Reconciliation of fair value of assets: 

Fair value of assets at beginning of year 17,846,936 23,618,622 

Actual return on assets 3,580,839 (243,922) 

Employer contributions 2,696,461 1,314,197 

Benefit payments (505,614) (616,539) 

Fair value of assets at end of year 23,618,622 24,072,358 

Funded status at end of year (3,805,849) $ (12,000,763) 

The accumulated benefit obligations as of June 30, 2012 was $36,073,121. 

Net periodic pension cost and other amounts recognized in unrestricted net assets 
for the year ended June 30, 2012 included the following components: 
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Interest cost 
Expected return on plan assets 
Amortization of net loss 

Net periodic pension income 

Assumptions Weighted Average 

Discount rate 
Expected long-term return on plan assets 
Rate of compensation increase 

$ 1,642,863 
(1,914,555) 

169,994 

$ (101,698) 

4.30% 
8.00% 
2.75% 

The discount rate was changed from 6.00% to 4.30% which increased in the 
projected benefit obligation by $7,414,000. 

With respect to the Plan assets, investments are to be made consistent with the 
safeguards and diversity to which a prudent investor would adhere. Following is a 
description of the investment guidelines used for the Plan's investment funds: 

Equities - General assurances by the Plan's Investment Advisor includes criteria 
that no more than 2% of the equity position of the entire Plan assets portfolio at 
cost, and 3% at market value, shall be invested in anyone company, and no more 
than 50% of any individual Money Manager's portfolio at cost, and 60% at market 
value shall be invcsted in anyone company. Investment possibilities includes 1) 
common stock listcd on any U.S. exchange or the over-the-counter market with the 
requirement that such stock have, in the reasonable opinion of each of the Money 
Managers, adequate market liquidity relative to the size of the investment, 2) 
foreign ordinary securities, 3) international investments managed by an 
International/Global Money Manager which adhere to specific criteria, including a 
limitation that no more than 20% of the value of the managed international 
portfolioTs total assets, measured at time of purchase may be invested in securities 
of companies in emerging securities markets throughout the world, and 4) 
exchange traded funds (not subject to the diversification guidelines above). The 
Investment Advisor has the limited ability to rebalance the entire Plan portfolio to 
the recommended Asset Allocation model for the Plan's stated investment 
objective. The rebalancing process is subject to the Plan Trustee's approval to 
make available Cash, Fixed Income Assets, or the necessary proceeds from any of 
the individual Money Managers. Convertible securities, however, must be rated 
single A or higher. Furthennore, there are several categories of securities and types 
of transactions that are not permissible for investments and should not be part of 
the portfolio, including short sales, put and call options, margin purchases, private 
placements, commodities, securities of the Investment Advisor or any of the 
Money Managers, their direct parent or their subsidiaries, penny stocks, and 
derivatives_ In addition, the Agency may identify additional securities to be 
restricted. 
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Fixed income - Diversification of the fund includes assurances that no more than 
5% of the Plan's portfolio should be invested in bonds of anyone issuer, and there 
shan be no limit on direct obligations of the U.S. government. The Plan should not 
invest in any fixed-income security carrying a rating less than BBBlBaa by either 
Standard & Poor or Moody's. If issues are downgraded so as to violate these 
guidelines, the P1an's Trustee should judiciously liquidate them. Issues within a 
quality high yield mutual fund are exempt from this provision. With regards to 
maturity. the market value weighted average maturity of the bond portfolio should 
not exceed 15 years, and no holding may have an absolute maturity of more than 
30 years at the time of purchase. This provision, however, does not apply to 
preferred stock issues. The Plan's Trustee may elect to exceed these 
limits. Generally, fixed income investments includes debt securities guaranteed by 
the U.S. government, corporate bonds, high quality and high yield mutual funds, 
international bond mutual funds, indexed notes, Yankee bonds, and preferred stock 
issues. 

Cash equivalents - Cash equivalents shall consist of fixed income securities such 
as certificates of deposit, commercial paper, U.S. treasury bills, and other similar 
instruments with less than one year to maturity and/or money market funds. 

The pension plan asset allocations, along with respective dollar values and fair 
value measurements, at June 30, 2012, by asset category are as follows: 

29 



B
-V

-55

LlFESPIRE, INC. AND SUBSIDIARY 
(a Not-for-Profit Organization) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
June 30, 2012 

Quoted 
Prices in 
Active Other 

Markets For Significant 
Identical Observable 
Assets Inputs 

Total (Levell) (Level 2) 
Money funds $ 2,297,069 $ $ 2,297,069 
Equities: 

Basic Materials 287,365 287,365 
Consumer Goods 209,680 209,680 
Financials 1,058,264 1,058,264 
Healthcare 638,851 638,851 
Industrial Goods 347,356 347,356 
Oil&Gas 445,746 445,746 
Services 679,854 679,854 
Technology 714,279 714,279 
Telecommunications 18,506 18,506 

U.S. govt. securities 1,637,788 1,637,788 
Municipal bonds 329,266 329,266 
International bonds 213,975 213,975 
Corporate bonds 3,673,734 3,673,734 
Mutual funds: 

Mid Cap Growth 605,078 605,078 
Mid Cap Value 621,048 621,048 
Small Cap Growth 109,764 109,764 
Small Cap Value 246,365 246,365 
Large Cap Foreign 1,721,122 1,721,122 
Large Cap Growth 3,501,230 3,501,230 
Large Cap Value 204,660 204,660 
PIMCO Foreign Bond 

Fund 421,334 421,334 
Emerging Markets 1,746,938 1,746,938 
REITs 745,902 745,902 
SPDR Barclays 

High Yield Bond ETF 915,472 915,472 
Wells Fargo Short Term 

High Yield Bond Fund 681,712 681,712 
$ 24,072,358 $ 10,254,664 $ 13,817,694 
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Following is a description of the valuation methodologies used for assets at fair 
value. 

Corporate bonds: Certain corporate bonds are valued at the closing price reported 
in the active market in which the bond is traded. Other corporate bonds are valued 
based on yields currently available on comparable securities of issuers with similar 
credit ratings. When quoted prices are not available for identical or similar bonds, 
the bond is valued under a discounted cash flows approach that maximizes 
observable inputs, such as current yields of similar instruments, but includes 
adjustments for certain risks that may not be observable, such as credit and 
liquidity risks. 

Equities: Valued at the closing price reported on the major stock exchanges. 

Money funds: Prices are received from various pricing services. For instances 
where pricing sources are not readily available, estimated prices may be generated 
by a matrix system or market driven pricing model. 

Governmental securities: Valued at the closing price reported in active market in 
which the individual security is traded. 

Mutual funds: Prices are received from various pricing services. For instances 
where pricing sources are not readily available, estimated prices may be generated 
by a matrix system or market driven pricing model. 

Certificate of deposit: Certificates of deposit arc stated at cost, which approximates 
fair value. 

Municipal bonds: Valued at the closing price reported in active market in which the 
individual security is traded. 

The preceding methods described may produce a fair value calculation that may not 
be indicative of net realizable value or reflective of future fair values. Furthermore, 
although the Plan believes its valuation methods are appropriate and consistent 
with other market participants, the use of different methodologies or assumptions 
to determine the fair value of certain fmandal instruments could result in a 
different fair value measurement at the reporting date. 

Expected Future Benefits 
The following benefit payments, which reflect expected future service, as 
appropriate, are expected to be paid: 
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June 30, 

2013 
2014 

2015 
2016 

2017 
2018-2022 

Pension Benefits 
expected to be paid 

$ 746,840 
821,862 

886,741 

1,011,777 
1,134,160 
7,506,460 

$ 12,107,840 

22.POSTRETIREMENT The Agency sponsors a defmed benefit postretirement health care benefit plan. 
HEALTH CARE BENEFIT 
PLAN: Plan Provisions 

Retired Prior to Januwy 1, 2000 

For certain long-service employees, the plan will pay the monthly premium for the 
participant (and eligible spouse) to continue coverage under the pre-2000 
postretirement plan. 

Retired Janumy 1, 2001 and Later 

For employees who retire on or after age 65 with at least 20 years of service, the 
Agency will emoll the retiree and eligible spouse in an AARP Medicare 
Supplement plan and contribute the following towards such coverage (for each 
retiree and eligible spouse): 

-- 20 years of service 
-- 25 years of service 
-- 30 years of service 

PlanE 
PlanG 
Plan I 

--$130.25 per month 
--$152.25 per month 
--$259.00 per month 

For employees who retire between ages 62 and 65, with the requisite years of 
service, the Agency will contribute, as per the above schedule, towards coverage 
under the current active employee's plan, until Medicare eligibility. At that time, 
the retiree will be treated in the same fashion as a post-65 retiree. 

If an eligible spouse is not Medicare eligible, the Agency will contribute towards 
coverage under the current active employees' plan in an amount based on the 
retiree's service as described above. 
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Determination of the Net Periodic Benefit Cost for the Fiscal Year 

July 1 2011 through June 30, 2012: 

(1) Service cost 

(2) Interest cost 

(3) Amortization: 
(a) Transition obligation 

(b) Prior service cost 

(c) (Gain)/Ioss 

230,999 

263,901 

63,914 

(d) Total amortization 63,914 

(4) Net periodic benefit cost- July 1,2011 - June 30, 2012 558,814 

Reconciliation of Funded Status for the Fiscal Year Ended June 30 2012: 

(I) Accumulated postretirement benefit obligation 

at June 30, 2012 

(2) Net liability recognized at June 30, 2012 

(5,838,604) 
(5,838,604) 

Net Amount Recognized in Consolidated Statement of Financial Position 

(1) Beginning of year 

(2) Service cost 

(3) Interest cost 

(4) Expected return on plan assets 

(5) Employer contributions 

(6) Net gain/(loss) 

(7) Prior service creditl( cost) 
(8) End of year 

$ 

$ 

(4,423,192) 

(230,996) 

(263,901) 

42,263 

(962,77R) 

(5,838,604) 
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Assumptions: 

Discount rates: 
Expense year ended June 30, 2012 4.30010 
Disclosure for year ended June 30, 2012 4.30% 

Mortality: RP 2000 Separate Annuitants and Non
Annuitants Mortality Table projected to 
2012 for males and females 

Claim cos!: 
Trend: 

Funding method: 

Monthly premium 
4.60% -7.30% - based on the year of 
retirement 
Projected Unit Credit Actuarial Cost 
Method 

a) The discount rate was changed from 6.00% to 4.30% which increased the 
accumulated postretirement benefit obligation by approximately 
$1,574,000. 

b) Based upon the plan provisions, the Affordable Care Act will have an 
immaterial effect on the accumulated postretirement benefit obligation and 
the net periodic benefit cost of the Agency's postretirement health care 
benefit plan. 

Postretirement Benefits 

Accumulated 
Postretirement Service Cost 

Benefit plus Interest 
Obligation Cost 

At trend $ 5,838,607 $ 494,900 
At trend + 1% 5,896,447 497,686 

Dollar impact 57,840 2,786 
Percentage impact 0.99% 56.00% 

Attrend-l% 5,789,458 492,513 
Dollar impact (49,149) (2,387) 
Percentage impact -0.84% -0.48% 

Expected Future Benefit Payments: 
The following benefit payments, which reflect expected future service, as 
appropriate are expected to be paid: 
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Postretirement 

Fiscal Year Ending June 30, Benefits 

2012 $ 52,961 
2013 64,394 
2014 77,999 
2015 98,711 
2016 113,949 
2017-2021 921,268 

$ 1,329,282 

The changes in contributions, which comprise the Agency's temporarily restricted 
net assets for the year ended June 30, 2012, which are available for use in future 
years, were as follows: 

Program 

Balance at 
6130/11 

$ )7,323 
Additions 

4,922 

Balance at 
Expenditures 6/30/12 

(23,629) $- 38,616 

The funda released from restrictions were used towards other expenses for some of 
the Agency's programs .. 

General 
Pursuant to the Agency's contractual relationships with certain funding sources, 
outside agencies have the right to examine the Agency's books and records which 
pertain to tranaactions relating to these contracts. The accompanying consolidated 
financial statements do not include a provision for possible disallowances and 
reimbursements. Management believes that any actual disallowances, if any, would 
be immaterial. In addition, certain agreements provide that certain property and 
equipment owned by or on loan to the Agency (see Note II) be utilized by the 
Agency for its continued ownership, since the costs of such property and 
equipment were funded under U,ese agreements. 

There are certain amounts of real and personal property used by the Agency in its 
program operations which is owned by New York State andlor other governmental 
sources. The Agency uses some of these real and personal properties at no cost. 
The value of the benefit received for use oflhese real and personal properties is not 
readily measurable and is not recorded in the accompanying consolidated fmancial 
statements. 

The Agency has a number of pending lawsuits against them for a variety of 
reasons. The alleged claims are being handIed by legal counsel andlor by its 
insurance providers. In the opinion of the Agency's legal counsel, and in the 
opinion of management, there is no basis to establish a liability for any loss 
contingency due to lack of merit or insurance coverage exceeding expected 
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settlement amounts. 

During the year ended June 30, 2010, the Agency entered into a collective 
bargaining agreement with the Civil Service Employees Association, Inc. 
("CSEA"). The collective bargaining agreement expired on June 30, 2012. 
Negations between management and the union have commenced. It is not possible 
at this time to determine what the fmancial impact of a new contract will be on the 
Agency. Negotiations are ongoing as of the report date. 

Operating Leases 
The Agency is obligated, pnrsuant to real property lease agreements, for minimnm 
monthly rentals for its administrative aod program operations as follows: 

June 30, 

2013 $ 5,940,332 
2014 4,757,667 
2015 3,774,986 
2016 3,347,393 
2017 3,271,711 

Thereafter 18,070,440 

$ 39,162,529 

For the year ended June 30, 2012, rent expense was $6,452,728, which was fully 
reimbursable to the Agency by the funding sources. The amounts are recovered 
through fees for service. 

A renewal option allows the Agency, at its sole option, the right to extend some of 
the leases for an additional five-year period with a predetermined rent base amount 
with annual rent percentage increases. Varions leases have rent escalations in 
which various predetermined annual percentage increases exist throughout the 
lease periods. A elause exists whereby, in the event that real estate taxes increase 
during the term of some of the leases. the Agency shall pay aoy increases in real 
estate taxes over the base year. 

The Agency offers a 403(b) tax-sheltered annuity plan for all employees who are 
eligible and elect to participate. The plan is governed by IRS regulations setting the 
limits on the amount that employees may contribute and the conditions to withdraw 
monies from it. The employees eaell own their individual aonnity plao aod are 
responsible for deciding the amount of contributions they wish to make each year 
(up to the maximum stipulated by the IRS) and how the funds may be invested. 
There are no employer contributions. 

~. 
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The Agency has maintained bank balances that often exceed the limit of the 
Federal Depository Insurance Corporation ("FDIC',) insurance coverage. The 
Agency verifies, on a quarterly basis, the equity strength and profitability of the 
banks it uses in order to minimize the risk. 

The Agency earns its revenue and records related receivables primarily from 
service fees provided to individuals with developmental disabilities within the New 
York City area. The majority of the Agency's revenue and receivables are received 
from Medicaid. 

The Agency's pension plan invests in various investment securities. Investment 
securities are exposed to various risks such 8S interest rate, market, and credit risks. 
Due to the level of risk associated with certain investment securities, it is at least 
reasonably possible that changes in the value of investment securities will occur in 
the near term and auch changes could materially affect the amounts reported in the 
accompanying consolidated statement of fmancial position. 

Plan contributions are made and the actuarial present value of accumulated plan 
benefits are reported based on certain assumptions pertaining to interest rates, 
inflation rates and employee demographics, all of which are subject to change. Due 
to uncertainties inherent in the estimations and assumptions process, it is at least 
reasonably possible that chaoges in these estimates and assumptions in the near 
term would be material to the consolidated fmancial statements. 
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_G_RA_S_S_I_&_C_O_. _______ �I~II----------------
Accountants and Success Consultants· 

To The Board of Directors 
QSAC, Inc. 
New York, New York 

INDEPENDENT AUDITORS' REPORT 

Accounting, Auditing, Tax, Litigation Support, 
Valuation, Management & Technology Consulting 

We have audited the accompanying statement of financial position of QSAC, Inc. ("QSAC") at June 30, 
2014, and the related statements of activities, functional expenses and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and discl()sures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

www.grassicpas.com 

50 Jericho Quadrangle, Suite 2.00 
Jericho, NY 11753 
(516) 256-3500 Fax (516) 256-3510 

An Independent Firm Associated with Moore Stephens International Limited 

488 Madison Avenue, 21st Floor 10 Esquire Road, Suite" 
New York, NY 10022 New City, NY 10956 

(212) 661-6166 Fax (212) 755-6748 (845) 634-5.300. Fax (845) 634-5409 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of QSAC, Inc. at June 30, 2014, and the changes in its net assets and cash flows for 
the year then ended in accordance with accounting principles generally accepted in the United States 
of America. 

Report on Summarized Comparative Info rmation 

We have previously audited QSAC, Inc.'s 2013 financial statements, and our report dated 
December 18, 2013, expressed an unmodified opinion on those audited financial statements. In our 
opinion, the summarized comparative information presented herein at and for the year ended June 30, 
2013, is consistent, in all material respects, with the audited financial statements from which it has been 
derived. 

~~_~l!~~~~I..t.~_Q: 
GRASSI & CO., CPAs, P.C. 

Jericho, New York 
November 26,2014 
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QSAC, INC. 
STATEMENT OF FINANCIAL POSTION 

JUNE 30, 2014 
(WITH SUMMARIZED COMPARATIVE TOTALS AT JUNE 30, 2013) 

ASSETS 

2014 

Cash and cash equivalents $ 3,918,501 $ 
Certificates of deposit, at cost 1,691,390 
Program services receivable, net 5,295,539 
Prepaid expenses and other assets 4,405,945 
Debt service reserve funds 123,000 
Deferred debt issuance costs, net 202,888 
Property and equipment, net 9,396,671 

TOTAL ASSETS $ 25,033,934 $ 

LIABILITIES AND NET ASSETS 

Liabilities: 
Accounts payable and accrued expenses $ 1,880,910 $ 
Accrued salaries and related benefits 7,107,895 
Due to governmental agencies 1,564,905 
Deferred rent payable 1,466,041 
Loans payable 7,772,211 
Capital lease obligations 616,281 

TOTAL LIABILITIES 20.408,243 

COMMITMENTS AND CONTINGENCIES 

Net assets 
Unrestricted 4,390,094 
Temporarily restricted 235,597 

TOTAL NET ASSETS 4,625,691 

TOTAL LIABILITIES AND NET ASSETS $ 25,033,934 $ 

The accompanying notes are an integral part of these financial statements. 
3 

2013 

4,449,526 
1,644,690 
5,529,843 
3,238,809 

718,370 
315,703 

9,268,332 

25,165,273 

1,231,843 
7,081,144 
2,251,000 
1,306,967 
8,652,810 
1,716,198 

22,239,962 

2,725,922 
199,389 

2,925,311 

25,165,273 

(THIS PAGE INTENTIONALLY LEFT BLANK)
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QSAC, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2013) 

2014 
Temporarily 

Unrestricted Restricted 
REVENUES, GAINS, LOSSES AND OTHER SUPPORT: 
Program service fees $ 45,938,739 $ $ 
Government grants and contracts 2,291,487 
Contributions 963,908 71,539 
Loss on write-off of closing costs (89,436) 
Other revenue 253,691 
Special events $ 377,061 
Less: Costs of direct benefits of special events 88,733 288,328 
Net assets released from donor restrictions 35,331 (35,331) 

Total Revenues, Gains, Losses and Other Support 49,682,048 36,208 

EXPENSES: 
Program services 

Educational services 6,696,384 
Service coordination and other services 2,698,238 

Residential services 13,717,787 
Habilitation services 18,960,096 

Supporting services 
Management and general 5,620,596 
Fundraising 324,775 

Total Expenses 48,017,876 

CHANGE IN NET ASSETS 1,664,172 36,208 

NET ASSETS, BEGINNING OF YEAR 2,725,922 199,389 

NET ASSETS, END OF YEAR $ 4,390,094 $ 235,597 $ 

The accompanying notes are an integral part of these financial statements. 
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Total 

45,938,739 
2,291,487 
1,035,447 

(89,436) 
253,691 

288,328 

49,718,256 

6,696,384 
2,698,238 

13,717,787 
18,960,096 

5,620,596 
324,775 

48,017,876 

1,700,380 

2,925,311 

4,625,691 

2013 

Total 

$ 39,791,566 
2,366,740 

889,651 

911,318 

291,634 

44,250,909 

6,749,916 
2,540,319 

12,862,065 
16,710,230 

5,041,096 
138,629 

44,042,255 

208,654 

2,716,657 

$ 2,925,311 

\'i-' 

Educational 
Services 

Salaries $ 4,715,193 
Fringe benefits 1,272,817 
Grants and other assistance to individuals 
Consultant fees 74,320 
Audit and accounting fees 
Legal fees 
Fingerprinting 2,774 
Medical supplies 3,847 
Occupancy 359,904 
Office expenses 97,619 
Travel 2,209 
Conferences, conventions and meetings 14,624 
Catering, rental and food 
Insurance 36,155 
Information technology 42,111 
Lobbying services 
Advertising, dues and subscriptions 8,111 
Consumer-related expenses 30,244 
Interest 
Bad debt expense 
Miscellaneous expenses 26,133 

6,686,061 
Depreciation and amortization 10,323 

Total expenses 6,696,384 

Cost of direct benefits of special events 

Total expenses reported by function on the 
statement of activities $ 6,696,384 

QSAC, INC. 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2014 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30,2013) 

Pr0!ilram Services 
Service 

Coordination 
and Other Residential Habilitation Management 
Services Services Services Total and General 

$ 1,735,000 $ 7,658,523 $ 11,675,882 $ 25,784,598 $ 2,778,694 $ 
413,760 2,313,076 3,319,524 7,319,177 1,065,515 
218,238 256,796 475,034 

15,511 6,067 37,396 133,294 64,352 
107,737 

11,469 390 11,859 63,073 
488 2,257 10,165 15,684 787 
753 47,261 5,793 57,654 537 

76,439 936,942 1,474,816 2,848,101 630,294 
65,330 505,162 345,272 1,013,383 365,200 
72,322 316,045 440,929 831,505 64,447 

3,048 1,224 1,481 20,377 10,744 

59,854 332,958 536,279 965,246 101,663 
18,101 105,484 142,610 308,306 78,744 

64,057 
2,980 14,147 19,115 44,353 90,240 

12,550 529,235 807,630 1,379,659 9,246 
296,149 15,673 311,822 30,612 

40,890 
3,235 42,554 18,405 90,327 33,300 

2,697,609 13,375,349 18,851,360 41,610,379 5,600,132 
629 342,438 108,736 462,126 20,464 

2,698,238 13,717,787 18,960,096 42,072,505 5,620,596 

$ 2,698,238 $ 13,717,787 $ 18,960,096 $ 42,072,505 $ 5,620,596 $ 

The accompanying notes are an integral part of these financial statements. 
5 

Su~~ortin9 Services 

Cost of Direct 
Benefts of 

Fundraisin!il S~cial Events 

160,912 $ 
27,921 
58,912 
39,089 

18,462 
3,156 

460 
88,733 

1,011 

14,074 

65 

324,062 88,733 
713 

324,775 88,733 

(88,733) 

324,775 $ 

2014 2013 
Total Total Total 

$ 2,939,606 $ 28,724,204 $ 25,966,078 
1,093,436 8,412,613 8,408,233 

58,912 533,946 428,122 
103,441 236,735 338,543 
107,737 107,737 89,533 
63,073 74,932 34,561 

787 16,471 9,717 
537 58,191 44,379 

630,294 3,478,395 3,052,984 
383,662 1,397,045 1,279,530 
67,603 899,108 836,895 
11,204 31,581 39,990 
88,733 88,733 66,638 

102,674 1,067,920 702,555 
78,744 387,050 458,973 
64,057 64,057 38,955 

104,314. 148,667 96,514 
9,246 1,388,905 1,346,696 

30,612 342,434 272,321 
40,890 40,890 103,468 
33,365 123,692 59,979 

6,012,927 47,623,306 43,674,664 
21,177 483,303 434,229 

6,034,104 48,106,609 44,108,893 

(88,733) (88,733) (66,638) 

$ 5,945,371 $ 48,017,876 $ 44,042,255 
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QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30,2014 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2013) 

2014 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Cash received from program services $ 44,975,742 $ 
Cash received from government grants and contracts 2,291,487 
Cash received from contributions 1,035,447 
Cash received from other revenue 164,255 
Cash received from special events 377,061 

Cash Provided By Operating Activities 48,843,992 

Cash paid for personnel costs (37,110,066) 
Cash paid for other than personnel costs (9,730,484) 
Cash paid for special events (88,733) 
Cash paid for interest {342,434~ 

Cash Disbursed For Operating Activities (47,271,717) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1,572,275 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase/sale of certificates of deposit, net (46,700) 
Purchase of property and equipment {671,454) 

NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (718,154) 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Withdrawn from debt service reserve funds 595,370 
Proceeds from loans payable 

Cash Provi~ed By Financing Activities 595,370 

Payments of capital lease obligation (1,099,917) 
Payments of loans payable {880,599~ 

Cash Disbursed For Financing Activities (1,980,516) 

NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES {1 ,385,146) 

NET CHANGE IN CASH AND CASH EQUIVALENTS (531,025) 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 4,449,526 

CASH AND CASH EQUIVALENTS, END OF YEAR $ 3,918,501 $ 

The accompanying notes are an integral part of these financial statements. 
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2013 

38,469,267 
2,601,283 

889,651 
911,318 
358,272 

43,229,791 

(32,721,435) 
(9,113,330) 

(66,638) 
{272,321 ) 

(42,173,724) 

1,056,067 

690,155 
{250,314) 

439,841 

21,186 
2,113,561 
2,134,747 

(325,000) 
{422,883~ 
(747,883) 

1,386,864 

2,882,772 

1,566,754 

4,449,526 

QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30,2014 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30,2013) 

2014 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets $ 1,700,380 $ 

Adjustments to reconcile change in net assets 
to net cash provided by operating activities: 

Bad debt expense 40,890 
Depreciation and amortization 483,303 
Loss on write-off of closing costs 89,436 
Loss on disposal of fixed assets 83,191 
Deferred rent 159,074 

Changes in assets (increase) decrease: 
Program services receivable 193,414 
Prepaid expenses and other assets (1,167,136) 

Changes in liabilities increase (decrease): 
Accounts payable and accrued expenses 649,067 
Accrued salaries and related benefits 26,751 
Due to governmental agencies (686,095) 

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 1,572,275 $ 

SCHEDULE OF NONCASH FINANCING AND INVESTING ACTIVITIES: 

Property acquired through long-term financing $ $ 

The accompanying notes are an integral part of these financial statements. 
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2013 

208,654 

103,468 
434,229 

131,254 

(210,841) 
(287,085) 

151,039 
1,652,876 

(1,127,527) 

1,056,067 

5,091,776 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 1 - Nature of Organization 

QSAC, Inc. ("QSAC") is an award-winning nonprofit organization dedicated to providing 
services to persons with autism spectrum throughout New York City and Long Island. QSAC is 
incorporated as a not-for-profit corporation under the laws of the State of New York and is 
exempt from income taxes under Section 501 (c)(3) of the Internal Revenue Code (the "IRC"). 
QSAC's primary source of revenue is program services and education fees. 

Note 2 - Summarv of Significant Accounting Policies 

Summarized Comparative Totals 

The financial statements include certain prior-year summarized comparative information in total 
but not by net asset class. Such information does not include sufficient detail to constitute a 
presentation in conformity with accounting principles generally accepted in the United States of 
America. Accordingly, such information should be read in conjunction with QSAC's financial 
statements for the year ended June 30, 2013, from which the summarized information was 
derived. 

Basis of Accounting 

The financial statements are prepared on the accrual basis in conformity with accounting 
principles generally accepted in the United States of America. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements. Estimates also affect 
the reported amounts of revenue and expenses during the reporting period. Actual results 
could differ from those estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. To 
increase the comparability of fair value measurements, a three-tier fair value hierarchy, which 
prioritizes the inputs used in the valuati on methodologies, is as follows: 

Level 1 - Valuations based on quote d prices for identical assets and liabilities in active markets. 

8 

QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Fair Value of Financial Instruments (cont'd.) 

Level 2 - Valuations based on observable inputs other than quoted prices included in Level 1, 
such as quoted prices for similar assets or liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in markets that are not active, or other inputs that are 
observable or can be cor roborated by observable market data. 

Level 3 - Valuations based on unobservable inputs reflecting QSAC's own assumptions, 
consistent with reasonably available assumptions made by other market participants. These 
valuations require significant judgment. 

At June 30, 2014, the cost basis of QSAC's financial instruments including cash and cash 
equivalents, certificates of deposit, program services receivable, debt service reserve funds, 
accounts payable and accrued expenses, accrued salaries and related benefits, and due to 
government agencies, approximated fair value due to the short maturity of these instruments. 

Refer to Note 4 - Fair Value Measurements for assets measured at fair value. 

Cash and Cash Equivalents 

Cash equivalents include highly liquid investments with initial maturities when acquired of three 
months or less. 

Certificates of Deposit 

Certificates of deposit include investments with initial maturities greater than three months. 
Certificates of deposit are considered investm ents for purposes of cash flow reporting. 

Investments 

Investments are stated at the readily determinable fair market value in accordance with the 
Not-for-Profit Entities topic of the Financial Accounting Standards Board ("FASB") Accounting 
Standards Codification ("ASC") Topic 820, Fair Value Measurements. 

9 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Revenues. Program Services Receivable. Allowance for Doubtful Accounts and Due to 
Governmental Agencies 

Revenues and accounts receivable from the New York State Office for Persons with 
Developmental Disabilities ("OPWDD") and New York State Education Department ("SED") 
programs services are recognized when earned. Government grants are recorded as 
revenues to the extent that expenses have been incurred for the purposes specified by the 
grantors. To the extent amounts received exceed amounts spent, QSAC records due to 
governmental agencies. At the beginning of each school year, QSAC is granted a provisional 
rate for its students funded by SED. This provisional rate is adjusted by SED based upon a 
final expenditure report submitted to them by QSAC subsequent to year-end. Receivables are 
charged to bad debt expense when they are determ ined to be uncollectible based upon a 
periodic review of the accounts by management. Factors used to determine whether an 
allowance should be recorded include the age of the receivable and a review of payments 
subsequent to year-end. Interest income is not accrued or recorded on accounts receivable. 
At June 30, 2014, QSAC had established an allowance for doubtful receivables of 
approximately $98,000. 

Prepaid Expenses 

Prepaid expenses result from expenditures for goods and services before the goods are used 
or services are received. Prepaid expenses are deferred and charged to operations as the 
goods are used or services received. 

Debt Service Reserve Funds 

These amounts represent cash which is set aside under the terms of the bond agreem ent. 

Deferred De bt Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statements of financial position and amortized over the life of the debt. At 
June 30, 2014, accumulated amortization is $83,495. Amortization expense for the year ended 
June 30, 2014 is $24,996. 

Property and Equipment 

Property and equipment is recorded at cost, except for donated assets which are recorded at 
fair market value at the date of donation. Leasehold improvements are amortized on a straight
line basis over the estimated useful life of the improvement or the term of the lease, whichever 
is less. QSAC capitalizes all purchases of property and equipment equal to or in excess of 
$5,000. Repairs and maintenance are charged to expense in the period incurred. 

10 

QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Property and Equipment (cont'd.) 

Depreciation and amortization of property and equipment is provided utilizing the straight-line 
method over the estim ated useful lives of the respective assets as follows: 

Buildings 
Leasehold im provements 
Building improvements 
Furniture and equipment 
Vehicles 

Long-Lived Assets 

45 years 
5 to 15 years 

10 to 15 years 
5 years 
5 years 

QSAC reviews long-lived assets for impairment whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable. An asset is considered 
to be impaired when the sum ofthe undiscounted future net cash flows expected to result from 
the use of the asset and its eventual disposition is less than its carrying amount. The amount of 
impairment loss, if any, is measured as the difference between the net book value of the asset 
and its estimated fair value. There was no such impairment loss during the year ended 
June 30, 2014. 

Net Assets 

Unrestricted net assets include funds having no restrictions as to use or purpose imposed by 
donors. Temporarily restricted net assets are those net assets that are restricted by the donors 
for specific purposes. 

Contributions 

Contributions received and unconditional promises to give are recorded as public support at 
fair value in the period received and are considered to be available for unrestricted use unless 
specifically restricted by the donor. Contributions are recorded net of estimated uncollectible 
amounts. Conditional contributions are recognized as revenue when the conditions on which 
they depend have been substantially met. QSAC records contributions as temporarily 
restricted if they are received with donor stipulations that limit their use either through purpose 
or time restrictions. When donor restrictions expire, that is, when a time restriction ends or a 
purpose restriction is fulfilled, temporarily restricted net assets are reclassified to unrestricted 
net assets and reported in the statem ent of activities as net assets released f rom restrictions. 

Contributions that the donor requires to be used to acquire long-lived assets (e.g .. buildings 
and improvements, furniture, fixtures and equipment) are reported as temporarily restricted. 
Once the long-lived assets have been acquired or constructed, it is QSAC's policy to reflect the 
contribution or donation of the long-lived asset in its unrestricted net assets through a 
reclassification of net assets. 

11 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Contributions (cont'd.) 

Contributions of donated services are reported as revenue and expenses at fair value if such 
services create or enhance nonfinancial assets, or require special skills and are provided by 
individuals possessing such special skills and would typically need to be purchased by QSAC if 
they had not been donated. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the life of the lease. 
Deferred rent has been recorded for the difference between the fixed payment and rent 
expense. 

Functional Allocation of Expenses 

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

Accounting for Uncertainty in Income Taxes 

QSAC adopted the provisions pertaining to uncertain tax provisions of FASB ASC Topic 740, 
Income Taxes, and has determined that there are no material uncertain tax positions that 
require recognition or disclosure in the financial statements. QSAC is subject to routine audits 
by taxing jurisdictions; however, there are currently no audits for any tax periods in progress. 
QSAC believes it is no longer subject to income tax examinations prior to 2011. 

Note 3 - Concentration of Credit Risk 

QSAC maintains cash and certificate of deposit balances in several financial institutions which 
are insured by the Federal Deposit Insurance Corporation ("FDIC") for up to $250,000 per 
institution. From time to time, QSAC's balances may exceed these limits. 

Note 4 - Fair Value Measurements 

QSAC measures its marketable securities at fair value. Fair value is an exit price, representing 
the amount that would be received. on the sale of an asset or that would be paid to transfer a 
liability in an orderly transaction between market participants. As a basis for considering such 
assumptions, a three-tier fair value hierarchy is used which prioritizes the inputs in the 
valuation methodologies in measuring fair value. 

12 

QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 4 - Fair Value Measurements (cont'd.) 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques based 
upon whether the inputs to those valuation techniques reflect assumptions other market 
participants would use based upon market data obtained from independent sources 
(observable inputs) or reflect QSAC's own assumptions of market participant valuation 
(unobservable inputs). 

QSAC's investments in corporate bonds, unit investment trusts, and mutual funds were valued 
using Level 1 inputs consisting of quoted market prices of identical securities. 

Items Measured at Fair Value on a Recurring Basis 

The following table presents QSAC's assets that are measured at fair value on a recurring 
basis at June 30, 2014: 

Total Level 1 Level 2 Level 3 
Marketable securities: 

Corporate bonds $ 402,641 $ 402,641 $ $ 
Mutual funds - small cap 270,956 270,956 
Mutual funds - mid cap 352,785 352,785 
Mutual funds - large cap 840,664 840,664 
Mutual funds - international 658,920 658,920 
Mutual funds - equity 261,343 261,343 
Unit investment trust 71,856 71,856 

Total assets measured 
at fair value $ 2,859,165 $ 2,859,165 $ $ 

These amounts are included in prepaid expenses and other assets and relate to the 
403(b)/457(b)/457(f) Plans, further detailed in Note 11. 

Note 5 - Debt Service Reserve Funds 

QSAC has debt service reserve funds in connection with the New York City Industrial 
Development Agency ("NYCIDA") and with Nassau County Industrial Development Agency 
("NeIDA") bond issuances (see Note 9). These balances are limited to use under terms of 
debt indentures. Interest earned on these reserve funds will be used to reduce QSAC's 
payment obligation under the mortgages. The balance at June 30, 2014 is $123,000. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 6 - Property and Equipment 

Property and equipment, net, at cost, consists of the following at June 30,2014: 

Land 
Buildings 
Leasehold improvements 
Building improvements 
Furniture and equipment 
Vehicles 

Less: Accumulated depreciation and amortization 

$ 996,420 
6,586,524 
2,323,922 
3,716,561 
1,290,392 

874,611 
15,788,430 
6,391,759 

. $ 9,396,671 

Depreciation and amortization expense relating to property and equipment amounted to 
$458,307 for the year ended June 30, 2014. 

Note 7 - Line of Credit 

QSAC has executed a line of credit for $3,500,000 from a financial institution at June 30, 
2014. The line of credit expires December 31, 2014 and is subject to annual renewal and 
review. The agreement requires interest to be charged at a rate equal to the prime rate plus 
0.5%, which at June 30, 2014 was 3.75%. This debt is collateralized with a general lien on 
QSAC's assets. No amount was outstanding at June 30, 2014. 

14 

Note 8 - Loans Payable 

QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Loans payable consist of the following at June 30,2014: 

Vehicle loans payable to a financing agency, maturing through November 
2014, payable in monthly installments ranging from $393 to $541 
including interest at rates ranging from 2.90% to 8.25% per annum. The 
loans are secured by the related vehicles with a net book value of 
approximately $44,000. $ 1,965 

Mortgage loans payable to a financial institution, maturing from August 2, 
2014 through January 3, 2029, payable in monthly installments ranging 
from $1,500 to $21,498, including interest at rates ranging from 2.53% to 
4.00% per annum. Two of these loans, having a maturity date of August 
2, 2024, include a balloon payment at the end of the loan term of 
$492,651 and $488,463, respectively. The loans are secured by a 
mortgage and security agreement on the related premises with a net 
book value of approximately $6,534,000. 

$ 

7,770,246 

7,772,211 

The aggregate amounts of principal payments on the loans payable during each of the five 
years following June 30, 2014 and thereafter are as follows: 

Years Ending June 30: 
2015 $ 795,227 
2016 732,468 
2017 744,475 
2018 520,323 
2019 506,910 
Thereafter 4,472,808 

$ 7,772,211 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 9 - Capital Lease Obligations 

Capital lease obligations consist of the following at June 30, 2014: 

Capital lease obligation to New York City Industrial Development Agency, 
maturing on July 1, 2019, payable in monthly installments of principal 
ranging from $2,667 to $5,833, plus interest at a rate ranging from 5.25% 
to 6.80% per annum. The obligation is secured by the related property 
and equipment. $ 

Capital lease obligation to Nassau County Industrial Development 
Agency, maturing on July 1, 2020, payable in monthly installments of 
principal ranging from $3,750 to $5,000, plus interest at a rate ranging 
from 4.40% to 4.90% per annum. The obligation is secured by the related 
property and equipment. 

$ 

166,281 

450,000 

616,281 

These capital leases are secured by the related property and equipment with a gross amount 
of approximately $592,000 and net book value of approximately $294,000. Amortization of 
assets held under capital leases is included in depreciation and amortization expense. 

The aggregate amounts of principal payments on the bonds payable during each of the five 
years following June 30, 2014 and thereafter are as follows: 

Years Ending June 30: 
2015 $ 118,370 
2016 113,880 
2017 109,330 
2018 104,690 
2019 141,171 
Thereafter 157,350 

744,791 
Less: Amount representing interest 128,510 

$ 616,281 

Pursuant to the various bond indentures noted above, QSAC has money on deposit in a debt 
service reserve fund held by a trustee. Deposits in the debt service fund are to be used to pay 
any deficiency with respect to principal and interest payments pertaining to the related bonds 
payable if, and to the extent, QSAC defaults on such payments at the time such payments are 
due and payable. Assuming QSAC fully complies with all requirements of the bond indenture, 
the debt service reserve fund will either be returned to QSAC or credited by the trustee 
against the final payments due. At June 30, 2014, the balance of the debt service reserve fund 
was $123,000. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 10 - Temporarily Restricted Net Assets 

Temporarily restricted net assets were available for the following purposes at June 30, 2014: 

Scholarships $ 2,256 
Educational/residential and other programs 233,341 

$ 235,597 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows at June 30, 2014: 

Scholarships 
Educationallresidential and other programs 

Note 11 - 403(b )/457 (b )1457 (f) Plans 

$ 1,000 
34,331 

$ 35,331 

QSAC had a federally qualified defined contribution plan covering substantially all employees 
who meet certain eligibility requirements. The amount contributed to the plan is a fixed 
percentage of participants' compensation. The plan expense amounted to $355,153 for the 
year ended June 30, 2014. On July 1, 2006, QSAC established an Internal Revenue Service 
("IRS") Section 457(f) plan. The plan provides deferred compensation benefits for 
management and directors, in excess of other QSAC plans and has no contribution limits. 
The expense for this plan amounted to $249,212 for the year ended June 30, 2014. At June 
30, 2014, QSAC has set aside $2,234,079 of cash and cash equivalents and investments, for 
this plan. A liability of the same amount is recorded in accrued salaries and related benefits. In 
2007, QSAC established an IRS Section 457(b) plan. The plan provides deferred 
compensation benefits for management. The maximum level of the deferrals and employer 
contributions which may be credited on behalf of any participant in any taxable year under the 
plan shall not exceed the lesser of 100% of the participant's includible compensation for the 
taxable year or the IRe limit of $17,500 for the taxable year 2014. The expense for this plan 
amounted to $70,000 for the year ended June 30, 2014. At June 30, 2014, QSAC has set 
aside $760,215 of cash and cash equivalents and investments, for this plan. A liability of the 
same amount is recorded in accrued salaries an d related benefits. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 12 - Commitments and Contingencies 

QSAC's program costs are subject to audit by various government agencies. In the opinion of 
QSAC management, any liabilities that might be incurred would not have a material effect on 
QSAC's financial position or results of operations. 

QSAC has leased twelve properties for program and administrative space under various 
noncancellable operating agreements expiring at various dates through 2039, and requires 
various minimum annual rental payments. Future minimum lease payments for the five years 
following June 30, 2014 and thereafter are as follows: 

Years Ending June 30: 
2015 
2016 
2017 
2018 
2019 
Thereafter 

$ 1,726,286 
1,748,871 
1,798,618 
1,802,377 
1,732,410 

11,263,532 

$20,072,094 

Rent expense was $2,417,910 for the year ended June 30, 2014. During the year ended 
June 30, 2014, actual cash paid for rent was $2,258,836. 

Note 13 - Donated Services. Facilities and Materials 

QSAC received donated transportation services for consumers in its programs, with an 
estimated fair market value of $558,624 for the year ended June 30, 2014 from the New York 
City Department of Education. In addition, QSAC received various donated services and 
materials from other sources with an estimated fair market value of $134,109 for the year 
ended June 30, 2014. Donated services, facilities and materials have been recognized as 
revenue and expense in the statement of activities. As indicated in the statement of functional 
expenses, the related expenses have been allocated i n ,accordance with the function benefited. 

Note 14 - Bequests 

QSAC has been named beneficiary in a number of bequests. These gifts have not been 
recorded in the accompanying financial statements because the donors' wills have not yet 
been declared valid by the probate court, and the value of the amounts to be received is not 
yet determinable. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 15 - Related Party Transactions 

One member of QSAC's board of directors is a board member and partial owner of a 
financial institution where QSAC maintains a money market account and certificate of 
deposit account totaling approximately $2,713,000 at June 30, 2014. In addition, another 
QSAC board member is a senior executive at the same financial institution. QSAC earned 
approximately $55,000 of investment income relating to these accounts. 

Note 16 - Subsequent Events 

QSAC has evaluated all events or transactions that occurred after June 30, 2014 through 
the date of these financial statements, which is the date that the financial statements were 
available to be issued. During this period, there were no material subsequent events 
requiring disclosure. 
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GRASSI & CO. 
Accountants and Success Consultants' 

To The Board of Directors 
QSAC, lnc. 
New York, New York 

INDEPENDENT AUDITORS' REPORT 

Accoundng, Auditing. Tax. litigation Support, 
Valuation. Management ~ Technology Consulting 

We have audited the accompanying statement of financial position of QSAC, Inc. ("QSAC") at June 3D, 
2013, and the related statements of activities, functional expenses and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

50 Jericho Quadrangle, Suire 200 
Jericho, New York 11753 
(516) 256-3500 . Fax (516) 256-3510 

1 

An Independent Firm Assotiated with Moore Stephens International Umiccd 

Additional Office: Manhattan, NY 
(212) 661-6166 

www.grassicpas.com 

Opinion 

In our opinion. the financial statements referred to above present fairly. in all material respects. the 
financial position of QSAC. Inc. at June 30. 2013, and the changes in its net assets and cash flows for 
the year then ended in accordance with accounting principles generally accepted in the United States 
of America. 

Report on Summarized Comparative Information 

We have previously audited QSAC, Inc.'s 2012 financial statements, and our report dated January 9, 
2013, expressed an unmodified opinion on those audited financial statements. In our opinion, the 
summarized comparative information presented herein at and for the year ended June 30, 2012, is 
consistent, in all material respects, with the audited financial statements from which it has been derived. 

~~ Co,ePAs, PC. 
GRASSI & CO. , CPAs, P.C. 

Jericho, New York 
December 18, 2013 
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QSAC, INC. 
STATEMENT OF FINANCIAL POSTION 

JUNE 30, 2013 
(WITH SUMMARIZED COMPARATIVE TOTALS AT JUNE 30,2012) 

ASSETS 

2013 

Cash and cash equivalents $ 4,449,526 $ 
Certificates of deposit, at cost 1,644,690 
Program services receivable, net 5,529,843 
Prepaid expenses and other assets 3,238,809 
Debt service reserve funds 718,370 
Deferred debt issuance costs, net 315,703 
Property and equipment, net 9,268,332 

TOTAL ASSETS $ 25,165,273 $ 

LIABILITIES AND NET ASSETS 

Liabilities: 
Accounts payable and accrued expenses $ 1,231,843 $ 
Accrued salaries and related benefits 7,081,144 
Due to governmental agencies 2,251,000 
Deferred rent payable 1,306,967 
Loans payable 8,652,810 
Capital lease obligations 1,716,198 

TOTAL LIABILITIES 22,239,962 

COMMITMENTS AND CONTINGENCIES 

Net assets 
Unrestricted 2,725,922 
Temporarily restricted 199,389 

TOTAL NET ASSETS 2,925,311 

TOTAL LIABILITIES AND NET ASSETS $ 25,165,273 $ 

The accompanying notes are an integral part of these financial statements. 
3 

2012 

1,566,754 
2,334,845 
5,422,470 
2,951,724 

739,556 
173,144 

4,322,839 

17,511,332 

1,080,804 
5,428,268 
3,378,527 
1,175,713 
1,690,165 
2,041,198 

14,794,675 

2,545,840 
170,817 

2,716,657 

17,511,332 
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aSAC. INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30. 2013 
(W1TH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30. 2012) 

2013 
Temporarily 

Unrestricted R:es~rig~.!;I__ __ 
REVENUeS 
Program service fees $ 39.791 ,566 $ $ 
Government grants and contracts 2,366,740 
Contributions 806.689 82.962 
Other revenue 911 ,318 
Special events $ 358.272 
less; Costs of direct benefits of speciar events 66,638 291 .634 
Net assets released from donor restrictions 54,390 (54,390) 

Total Revenues 44,222,337 28,572 

EXPENSES: 
Program services 

Educalional services 6,749,916 
Service coordination and other services 2.540.319 
Residential services 12.862.065 
Habilitation services 16.710.230 

Supporting servas 
Management and general 5.041 .096 
Fundraising 138.629 

Total Expenses 44.042,255 

CHANGE IN NET ASSETS 180,082 28,572 

NET ASSETS, BEGINNING OF YEAR 2,545,840 170,817 

NET ASSETS. END OF YEAR $ 2.725.922 $ 199.389 $ 

The accompanying notes are an integral part of these financial statements. 
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Total 
" 

39.791 .566 
2.366.740 

889,651 
911 .318 

291 .634 

44.250,909 

6.749.916 
2.540,319 

12.862.065 
16.710.230 

5,041 .096 
138.629 

44,042255 

208.654 

2.716.657 

2.925.311 

2012 

Total 

$ 34.971.583 
1.680.131 

752.638 
343.389 

330.261 

38,078,002 

6.544,754 
2,216,393 
9,256,274 

14.728,577 

4,742.776 
258.854 

37,747.628 

330.374 

2.386.283 

$ 2.716.657 

Education.1 
ServiC .. 

....... S 4,490,429 
Flingl blnlrltl 1,420,078 
Grant. and other ... islanelto Individuals 
ConSU.,nt rees 171,225 
AuItlI and .ccounling rees 
Legll rees 
Fingerprinting 4,013 
M..ticel SuppilS 4,988 
Occup.ncy 350,955 
Office Ixplnses 100,375 
Travel 2,728 
Conlltflnc •• , conventIOns .nd ""'lings 10,383 
catering, rantal.nd food 
Insurlnee 44,823 
Inlormllion tlchnology 52,005 
Lobbying uNice. 
Ad .... rti.ing, dUll Ind subscriptiOns 10,Ol!l7 
Consumlr·re!lIld expln ... 29,41!19 
Intlrest 
Bed debt Ixplnse 
Miscellanlou. expen ... 49.537 

8,740.893 
DeprKillion Ind amorti:J,tiDn 9.023 

TDIII expln ... 8,749,918 

Cost of dlred blnlfit. of .ped.llvenls 

TDIII expln ... repon..t by function on 1111 
stlllmint 01 acti'litilS S 6.749.918 

QSAC, INC 
STATEMENT OF FUNCTIONAL EXPENSES 

FOR THE YEAR ENDED JUNE 30, 2013 
(lMTH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30. 2012) 

P~ram Services 
s.~ 

COOl'din.bon 
.nd QlII.r R.aid.nti.1 H.b~.atiDn M.n.~.nI 
Servicll Silviees SelVie .. Tot.1 .ndGenlr.' 

S 1.589,576 S 7,388,331 S 9,84i,435 S23,297,nl S 2,586,214 
432,248 2,214,559 3,153,255 7,300,140 1.083.304 
201 ,147 228,975 428,122 
41207 59,539 13,033 2B5,OO4 48,B24 

89,533 ... , .. 5 2,355 32,2015 

'" ... '.'" i,034 '" 75J 38,721 1,827 44,287 92 
71913 7Bl,72B 1.3504,102 2.55U915 494,288 
85,065 458,902 342,337 966.879 299,525 
39,290 "' .... ...'" 789,878 88,i71 

1.8615 13,523 3.558 29,312 10558 

43,735 207,580 327,1!I02 1!123,720 71!1,1!I35 
20,481 1«,Be5 15UOl 375,959 153,014 

38,1155 
2,512 11!1,5041 II!1,n5 47915 39,232 

10.031 492,521 804,895 1338.738 9.575 
2,878 208,490 23,142 233,310 39,011 

14,984 75,114 ...... 13.370 
tH8 1,385 2.257 55,107 4,872 

2.539,975 12,573,381 18.599,1!I78 38,4504,125 5,019,060 

'" 28e.81104 110.354 40H05 22.038 

2.S40.319 12,862,085 187'0.230 315,882,530 5,041090 

S 2.5040.319 S 12.682.065 S 18.710,230 S 31!1,&a2.530 S 5,041.098 

The accompanying notes Ire In Inllgra! part of the .. fin.nClaI.tate""nt. 
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S!:!.I!.I!2M!!g ServiclS 

COlt of Dired 
B.natts 01 

Fundr.isinll Sl!ldll Evenls 

S 82,093 S 
24,789 

4,715 

13,328 .. 
'" 8U38 

9,387 
'05 

134,841 ee,838 
3.788 

'31!1,829 &a,e3e 

(158.838) 

S 138,829 S 

"13 "12 
Tot.1 Toto' T,"' 

S 2,688,307 S 25,966,076 S 23,005,208 
1.101,093 8,408,233 5,70U88 

428,122 351 ,009 
53,539 338,S43 302,183 
89,533 89,533 81 ,856 
32.208 34,561 33,078 

'" 9.717 8,248 
92 44,319 30,332 

494,286 3,052,9&4 2.Btl2,225 
312,I!I51 1.279,530 1,045,178 
87.017 83U95 e9B,354 
10,878 39,990 29,078 
8M38 ee,838 ee.91!19 
7U35 702,555 5045.421!1 
1!13,O14 451!1,973 '" 709 
38,955 31,1155 17,290 
48.599 96,514 115,BeI!l ..... 1,348,896 1,129,171 
39,011 272,321 150,095 
13,370 103,4e1!l 
4.lS72 59,979 110.504 

5,220,539 43,874,884 37,433,185 
25.824 434.229 381,452 

5,248,363 « 10U93 37814817 

(116.838) (811.1138) (IllS 9a9) 

S 5,179.725 S 44.042.255 S 37.747,8215 
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QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2013 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2012) 

2013 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Cash received from program services $ 38,469,267 $ 
Cash received from government grants and contracts 2,601,283 
Cash received from contributions 889,651 
Cash received from other revenue 911 ,318 
Cash received from special events 358,272 

Cash Provided By Operating Activities 43,229,791 

Cash paid for personnel costs (32,721.435) 
Cash paid for other than personnel costs (9,113,330) 
Cash paid for special events (66,638) 
Cash paid for interest (272.321) 

Cash Disbursed For Operating Activities (42,173,724) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1,056,067 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Purchase/sale of certificates of deposit, net 690,155 
Purchase of property and equipment (250,314) 

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 439,841 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Withdrawn from debt service reserve funds 21,186 
Proceeds from loans payable 2.113,561 

Cash Provided By Financing Activities 2.134,747 

Payments of capital lease obligation (325.000) 
Payments of loans payable (422.883) 

Cash Disbursed For Financing Activities (747,883) 

NET CASH PROVIDED BY (USED) IN FINANCING ACTIVITIES 1,386,864 

NET CHANGE IN CASH AND CASH EQUIVALENTS 2.882.772 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,566,754 

CASH AND CASH EQUIVALENTS, END OF YEAR $ 4.449,526 $ 

The accompanying notes are an integral part of these financial statements. 
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2012 

35,304,984 
1,680,131 

752,638 
541.464 
397,250 

38,676.467 

(29,131 ,127) 
(8,084,954) 

(66 ,989) 
(150.095) 

(37.433.165) 

1,243,302 

(772,747) 
(131 ,875) 

(904.622) 

16.186 

16.186 

(315.000) 
(177.670) 
(492.670) 

(476,484) 

(137,804) 

1.704,558 

1.566,754 

QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2013 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2012) 

2013 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets $ 208,654 $ 

Adjustments to reconcile change in net assets 
to net cash provided by operating activities: 

Bad debt expense 103,468 
Depreciation and amortization 434,229 
Deferred rent 131,254 

Changes in assets (increase) decrease: 
Program services receivable (210,841) 
Prepaid expenses and other assets (287,085) 

Changes in liabilities increase (decrease): 
Accounts payable and accrued expenses 151,039 
Accrued salaries and related benefits 1,652,876 
Due to governmental agencies (1,127.527) 

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 1,056,067 $ 

SCHEDULE OF NONCASH FINANCING AND INVESTING ACTIVITIES: 

Property acquired through long-term financing $ 5,091,776 $ 

The accompanying notes are an integral part of these financial statements. 
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2012 

330,374 

381,452 
149,617 

327,225 
(121,055) 

508,048 
582,449 

(914.808) 

1,243,302 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Note 1 - Nature of Organization 

QSAC, Inc. ("QSAC") is an award-winning nonprofit organization dedicated to providing 
services to persons with autism spectrum throughout New York City and Long Island. QSAC is 
incorporated as a not-for-profit corporation under the laws of the State of New York and is 
exempt from income taxes under Section 501 (c)(3) of the Internal Revenue Code (the "IRC"). 
QSAC's primary source of revenue is program services and education fees. 

Note 2 - Summarv of Significant Accounting Policies 

Summarized Comparative Totals 

The financial statements include certain prior-year summarized comparative information in total 
but not by net asset class. Such information does not include sufficient detail to constitute a 
presentation in conformity with accounting principles generally accepted in the United States of 
America. Accordingly, such information should be read in conjunction with QSAC's financial 
statements for the year ended June 30, 2012, from which the summarized information was 
derived. 

Basis of Accounting 

The financial statements are prepared on the accrual basis in conformity with accounting 
principles generally accepted in the United States of America. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements. Estimates also affect 
the reported amounts of revenue and expenses during the reporting period. Actual results 
could differ from those estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. To 
increase the comparability of fair value measurements, a three-tier fair value hierarchy, which 
prioritizes the inputs used in the valuation methodologies, is as follows: 

Level 1 - Valuations based on quoted prices for identical assets and liabilities in active markets. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Fair Value of Financial Instruments (cont'd.l 

Level 2 - Valuations based on observable inputs other than quoted prices included in Level 1, 
such as quoted prices for similar assets or liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in markets that are not active, or other inputs that are 
observable or can be corroborated by observable market data. 

Level 3 - Valuations based on unobservable inputs reflecting QSAC's own assumptions, 
consistent with reasonably available assumptions made by other market participants. These 
valuations require significant judgment. 

At June 30, 2013, the cost basis of QSAC's financial instruments including cash and cash 
equivalents, certificates of deposit, program services receivable, debt service reserve funds, 
accounts payable and accrued expenses, accrued salaries and related benefits, and due to 
government agencies, approximated fair value due to the short maturity of these instruments. 

Refer to Note 4 - Fair Value Measurements for assets measured at fair value. 

Cash and Cash Eguivalents 

Cash equivalents include highly liquid investments with initial maturities when acquired of three 
months or less. 

Certificates of Deposit 

Certificates of deposit include investments with inilial maturities greater than three months. 
Certificates of deposit are considered investments for purposes of cash flow reporting. 

Investments 

Investments are stated at the readily determinable fair market value in accordance with the 
Not-for-Profit Entities topic of the Financial Accounting Standards Board ("FASB") Accounting 
Standards Codification rASC") Topic 820, Fair Value Measurements. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Revenues, Program Services Receivable. Allowance for Doubtful Accounts and Due to 
Governmental Agencies 

Revenues and accounts receivable from the New York State Office for Persons with 
Developmental Disabilities ("OPWDD") and New York State Education Department ("SED") 
programs services are recognized when earned. Government grants are recorded as 
revenues to the extent that expenses have been incurred for the purposes specified by the 
grantors. To the extent amounts received exceed amounts spent, aSAC records due to 
governmental agencies. At the beginning of each school year, aSAC is granted a provisional 
rate for its students funded by SED. This provisional rate is adjusted by SED based upon a 
final expenditure report submitted to them by aSAC subsequent to year-end. At June 30, 
2013, aSAC has determined that approximately $358,000 is due to SED and is included in due 
to governmental agencies. Receivables are charged to bad debt expense when they are 
determined to be uncollectible based upon a periodic review of the accounts by management. 
Factors used to determine whether an allowance should be recorded include the age of the 
receivable and a review of payments subsequent to year-end. Interest income is not accrued 
or recorded on accounts receivable. At June 30, 2013, aSAC had established an allowance 
for doubtful receivables of approximately $98,000. 

Prepaid Expenses 

Prepaid expenses result from expenditures for goods and services before the goods are used 
or services are received. Prepaid expenses are deferred and charged to operations as the 
goods are used or services received. 

Debt Service Reserve Funds 

These amounts represent cash which is set aside under the terms of the bond agreement. 

Deferred Debt Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statements of financial position and amortized over the life of the debt. At 
June 30, 2013, accumulated amortization is $356.649. Amortization expense for the year 
ended June 30, 2013 is $37,632. 

Property and Eguipment 

Property and equipment is recorded at cost. except for donated assets which are recorded at 
fair market value at the date of donation. Leasehold improvements are amortized on a straight
line basis over the estimated useful life of the improvement or the term of the lease, whichever 
is less. aSAC capitalizes all purchases of property and equipment equal to or in excess of 
$5,000. Repairs and maintenance are charged to expense in the period incurred. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Property and Eguipment (cont'd.l 

Depreciation and amortization of property and equipment is provided utilizing the straight-line 
method over the estimated useful lives of the respective assets as follows: 

Buildings 
Leasehold improvements 
Building improvements 
Furniture and equipment 
Vehicles 

Long-Lived Assets 

45 years 
5 to 15 years 

10 to 15 years 
5 years 
5 years 

aSAC reviews long-lived assets for impairment whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable. An asset is considered 
to be impaired when the sum of the undiscounted future net cash flows expected to result from 
the use of the asset and its eventual disposition is less than its carrying amount. The amount of 
impairment loss, if any, is measured as the difference between the net book value of the asset 
and its estimated fair value. There was no such impairment loss during the year ended June 
30,2013. 

Net Assets 

Unrestricted net assets include funds having no restrictions as to use or purpose imposed by 
donors. Temporarily restricted net assets are those net assets that are restricted by the donors 
for specific purposes. 

Contributions 

Contributions received and unconditional promises to give are recorded as public support at 
fair value in the period received and are considered to be available for unrestricted use unless 
specifically restricted by the donor. Contributions are recorded net of estimated uncollectible 
amounts. Conditional contributions are recognized as revenue when the conditions on which 
they depend have been substantially met. aSAC records contributions as temporarily 
restricted if they are received with donor stipulations that limit their use either through purpose 
or time restrictions. When donor restrictions expire, that is, when a time restriction ends or a 
purpose restriction is fulfilled, temporarily restricted net assets are reclassified to unrestricted 
net assets and reported in the statement of activities as net assets released from restrictions. 

Contributions that the donor requires to be used to acquire long-lived assets (e.g .. buildings 
and improvements, furniture, fixtures and equipment) are reported as temporarily restricted. 
Once the long-lived assets have been acquired or constructed, it is aSAC's policy to reflect the 
contribution or donation of the long-lived asset in its unrestricted net assets through a 
reclassification of net assets. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Contributions (cont'd.) 

Contributions of donated services are reported as revenue and expenses at fair value if such 
services create or enhance nonfinancial assets, or required special skills and are provided by 
individuals possessing such special skills and would typically need to be purchased by QSAC if 
they had not been donated. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the life of the lease. 
Deferred rent has been recorded for the difference between the fixed payment and rent 
expense. 

Functional Allocation of Expenses 

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

Accounting for UncertainlY in Income Taxes 

QSAC has adopted the provisions pertaining to uncertain tax provisions (FASB ASC Topic 
740) and has determined that there are no material uncertain tax pOSitions that require 
recognition or disclosure in the financial statements. 

Reclassifications 

Certain accounts in the prior year financial statements have been reclassified to conform to the 
presentation in the current year financial statements 

Note 3 - Concentration of Credit Risk 

QSAC maintains cash and certificate of deposit balances in several financial institutions which 
are insured by the Federal Deposit Insurance Corporation ("FDIC") for up to $250,000 per 
institution. From time to time, QSAC's balances may exceed these limits. 

Note 4 - Fair Value Measurements 

QSAC measures its marketable securities at fair value. Fair value is an exit price, representing 
the amount that would be received on the sale of an asset or that would be paid to transfer a 
liability in an orderly transaction between market participants. As a basis for conSidering such 
assumptions, a three-tier fair value hierarchy is used which prioritizes the inputs in the 
valuation methodologies in measuring fair value. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Note 4 - Fair Value Measurements Icont'd.l 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques based 
upon whether the inputs to those valuation techniques reflect assumptions other market 
participants would use based upon market data obtained from independent sources 
(observable inputs) or reflect QSAC's own assumptions of market participant valuation 
(unobservable inputs). 

QSAC's investments in common stock, corporate bonds, unit investment trusts, and mutual 
funds were valued using Level 1 inputs consisting of quoted market prices of identical 
securities. Level 2 inputs relate to investments in fixed rate annuities which are valued at 
estimated fair value by discounting the related cash flows based on current yields of similar 
instruments with comparable durations considering the creditworthiness of the issuer. 

Items Measured at Fair Value on a Recurring Basis 

The following table presents QSAC's assets that are measured at fair value on a recurring 
basis at June 30, 2013: 

Total Levell Level 2 Level 3 
Marketable securities: 

Common stock $ 120,536 $ 120,536 $ $ 
Corporate bonds 20,623 20,623 
Mutual funds - small cap 234,067 234,067 
Mutual funds - mid cap 313,681 313,681 
Mutual funds - large cap 923,655 923,655 
Mutual funds - international 398,245 398,245 
Unit investment trust 162,573 162,573 
Fixed rate annuities 427,523 427,523 

Total assets measured 
at fair value $ 2,600,903 $ 2,173,380 $ 427,523 $ 

These amounts are included in prepaid expenses and other assets and relate to the 
403(b)/457(b)/457(f) Plans, further detailed in Note 11. 

Note 5 - Debt Service Reserve Funds 

QSAC has debt service reserve funds in connection with the New York City Industrial 
Development Agency ("NYC IDA") and with Nassau County Industrial Development Agency 
("NelDA") bond issuances (see Note 9). These balances are limited to use under terms of 
debt indentures. Interest earned on these reserve funds will be used to reduce QSAC's 
payment obligation under the mortgages. The balance at June 30, 2013 is $718,370. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Note 6 - Property and Equipment 

Property and equipment. net, at cost, consists of the following at June 30, 2013: 

Land 
Buildings 
Leasehold improvements 
Building improvements 
Furniture and equipment 
Vehicles 

Less: Accumulated depreciation and amortization 

$ 996,420 
6,586,524 
2,316,522 
3,129,368 
1,341,973 

866,796 
15,237,603 
5,969,271 

$ 9,268,332 

Depreciation and amortization expense relating to property and equipment amounted to 
$396,597 for the year ended June 30, 2013. 

Note 7 - Line of Credit 

aSAC has executed a line of credit for $2,750,000 from a financial institution at June 30, 
2013. The line of credit expired October 31, 2013 and is subject to annual renewal and 
review. The agreement requires interest to be charged at a rate equal to the prime rate 
(3.25% at June 30, 2013) plus 1.0%. This debt is collateralized with a general lien on aSAC's 
assets. The principal repayment of the line of credit is due over a period of 36 months. No 
amounts were outstanding at June 30, 2013. Subsequent to the year ended June 30, 2013, 
aSAC renewed its line of credit for $2,750,000 with an expiration date of January 31, 2014. 
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Note 8 - Loans Payable 

aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Loans payable consist of the following at June 30, 2013: 

Vehicle loans payable to a financing agency, maturing through November 
2014, payable in monthly installments ranging from $393 to $541 
including interest at rates ranging from 2.90% to 8.25% per annum. The 
loans are secured by the related vehicles with a net book value of 
approximately $67,000. $ 

Mortgage loans payable to a financial institution, maturing from August 2, 
2014 through January 3, 2029, payable in monthly installments ranging 
from $1,500 to $21,498, including interest at rates ranging from 2.53% to 
4.00% per annum. Two of these loans, having maturity dates of August 2, 
2024, include a balloon payment at the end of the loan term of $492,651 
and $488,463, respectively. The loans are secured by a mortgage and 
security agreement on the related premises with a net book value of 
approximately $6,130,000. 

$ 

14,943 

8,637,867 

8,652,810 

The aggregate amounts of principal payments on the loans payable during each of the five 
years following June 30, 2013 and thereafter are as follows: 

Years Ending June 30: 
2014 $ 877,195 
2015 795,227 
2016 732,468 
2017 744,475 
2018 520,323 
Thereafter 4,983,122 

$ 8,652,810 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 9 - Capital Lease Obligations 

Capital lease obligations consist of the following at June 30, 2013: 

Capital lease obligation to New York City Industrial Development Agency, 
maturing on July 1, 2015, payable in monthly installments of principal 
ranging from $6,667 to $22,917, plus interest at the rate of 8.125% per 
annum. The obligation is secured by the related property and equipment. $ 

Capital lease obligation to New York City Industrial Development Agency, 
maturing on July 1, 2017, payable in monthly installments of principal 
ranging from $6,667 to $53,333, plus interest at a rate ranging from 
6.10% to 6.50% per annum. The obligation is secured by the related 
property and equipment. 

Capital lease obligation to Nassau County Industrial Development 
Agency, maturing on July 1, 2017, payable in monthly installments of 
principal ranging from $2,083 to $6,667, plus interest at a rate ranging 
from 6.10% to 6.50% per annum. The obligation is secured by the related 
property and equipment. 

Capital lease obligation to New York City Industrial Development Agency, 
maturing on July 1, 2019, payable in monthly installments of prinCipal 
ranging from $2,667 to $5,833, plus inlerest at a rate ranging from 5.25% 
to 6.80% per annum. The obligation is secured by the related property 
and eq uipment. 

Capital lease obligation to Nassau County Industrial Development 
Agency, maturing on July 1, 2020, payable in monthly installments of 
principal ranging from $3,750 to $5,000, plus interest at a rate ranging 
from 4.40% to 4.90% per annum. The obligation is secured by the related 
property and equipment. 

$ 

374,917 

470,000 

170,000 

191,281 

510,000 

1,716,198 

These capital leases are secured by the related property and equipment with a gross amount 
of approximately $2,758,000 and net book value of approximately $1,361 ,000. Amortization of 
assets held under capital leases is included in depreciation and amortization expense. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 9 - Capital Lease Obligations (cont'd.l 

The aggregate amounts of principal payments on the bonds payable during each of the five 
years following June 30, 2013 and thereafter are as follows: 

Years Ending June 30: 
2014 $ 449,481 
2015 612,156 
2016 289,680 
2017 285,055 
2018 104,690 
Thereafter 298,521 

2,039,583 
Less: Amount representing interest 323,385 

$ 1,716,198 

Pursuant to the various bond indentures noted above, QSAC has money on deposit in a debt 
service reserve fund held by a trustee. Deposits in the debt service fund are to be used to pay 
any deficiency with respect to principal and interest payments pertaining to the related bonds 
payable if, and to the extent, QSAC defaults on such payments at the time such payments are 
due and payable. Assuming QSAC fully complies with all requirements of the bond indenture, 
the debt service reserve fund will either be returned to QSAC or credited by the trustee 
against the final payments due. At June 30, 2013, the balance of the debt service reserve fund 
was $718,370. 

Note 10 - Temporarily Restricted Net Assets 

Temporarily restricted net assets were available for the following purposes at June 30, 2013: 

Scholarships $ 3,169 
Educational/residential and other programs 196,220 

$ 199,389 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows at June 30, 2013: 

Scholarships 
Educational/residential and other programs 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Note 11 - 403(b1l457(b1l457(f) Plans 

aSAC had a federally qualified defined contribution plan covering substantially all employees 
who meet certain eligibility requirements. The amount contributed to the plan is a fixed 
percentage of participants' compensation. The plan expense amounted to $288,817 for the 
year ended June 30, 2013. On July 1, 2006, aSAC established an Internal Revenue Service 
('"IRS") Section 457(f) plan. The plan provides deferred compensation benefits for management 
and directors, in excess of other aSAC plans and has no contribution limits. The expense for 
this plan amounted to $226,333 for the year ended June 30, 2013. At June 30, 2013, aSAC 
has set aside $2,021,615 of cash and cash equivalents and investments, for this plan. A 
liability of the same amount is recorded in accrued salaries and related benefits. In 2007, 
aSAC established an IRS Section 457(b) plan. The plan provides deferred compensation 
benefits for management. The maximum level of the deferrals and employer contributions 
which may be credited on behalf of any participant in any taxable year under the plan shall not 
exceed the lesser of 100% of the participant's includible compensation for the taxable year or 
the IRC limit of $17,500 for the taxable year 2013. The expense for this plan amounted to 
$70,000 for the year ended June 30,2013. At June 30, 2013, aSAC has set aside $599,689 
of cash and cash equivalents and investments, for this plan. A liability of the same amount is 
recorded In accrued salaries and related benefits. 

Note 12 - Commitments and Contingencies 

aSAC·s program costs are subject to audit by various government agencies. In the opinion of 
aSAC management, any liabilities that might be incurred would not have a material effect on 
aSAC's financial position or results of operations. 

aSAC has leased twelve properties for program and administrative space under various 
noncancellable operating agreements expiring at various dates through 2039, and requires 
various minimum annual rental payments. Future minimum lease payments for the five years 
following June 30, 2013 and thereafter are as follows: 

Years Ending June 30: 
2014 
2015 
2016 
2017 
2018 
Thereafter 

$ 1,838,820 
1,726,286 
1,748,871 
1,406,198 
1,446,768 

11,011,737 

$19,178,680 

Rent expense was $2,153,637 for the year ended June 30, 2013. During the year ended 
June 30, 2013, actual cash paid for rent was $2,022,383. 

16 

QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 13 - Donated Services. Facilities and Materials 

QSAC received donated transportation services for consumers in its programs, with an 
estimated fair market value of $586,672 for the year ended June 30, 2013 from the New York 
City Department of Education. In addition, QSAC received various donated services and 
materials from other sources with an estimated fair market value of $118,252 for the year 
ended June 30, 2013. Donated services, facilities and materials have been recognized as 
revenue and expense in the statement of activities. As indicated in the statement of functional 
expenses, the related expenses have been allocated in accordance with the function benefited. 

Note 14 - Bequests 

QSAC has been named beneficiary in a number of bequests. These gifts have not been 
recorded in the accompanying financial statements because the donors' wills have not yet 
been declared valid by the probate court, and the value of the amounts to be received is not 
yet determinable. 

Note 15 - Subsequent Events 

QSAC has evaluated all events or transactions that occurred after June 30, 2013 throuqh 
the date of these financial statements, which is the date that the financial statements were 
available to be issued. During this period, there were no material subsequent events 
requiring disclosure, except as disclosed in Note 7. 
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GRASSI & CO. 
Accountants and Success Consultants-

To the Board of Directors 
QSAC, Inc. 
New York, New York 

INDEPENDENT AUDITORS' REPORT 

ACCDunring. Audlclng. Tax.lrcig.mon Support, 
Managc:mc:m &. Ttchnology Coruulung 

We have audited the accompanying statement of financial position of QSAC, Inc. ("QSAC") at 
June 30, 2012, and the related statements of activities, functional expenses and cash flows for 
the year then ended. These financial statements are the responsibility of QSAC's management. 
Our responsibility is to express an opinion on these financial statements based on our audit. The 
prior year summarized comparative information has been derived from QSAC's 2011 financial 
statements and, in our report dated December 28, 2011, we expressed an unqualified opinion on 
those financial statements. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of QSAC, Inc. at June 30, 2012, and the changes in its net assets and cash 
flows for the year then ended, in conformity with accounting principles generally accepted in the 
United States of America. 

~~ Co,CPAsJ P.C. 
GRASSI & CO., CPAs, P.C. 

Jericho, New York 
January 9, 2013 

HEADQUARTERS: 

50 Jericho Quadrangle, Suire 200 
Jericho, New York 11753 
(516) 256-3500 . Fax (516) 256·3510 

An Independent Firm Anociarca wnh ,\(oor( SrcphcnJ Inu:rnnlon~1 Llmired 

Offices in Manhattan 
and North Carolina 
www.grassicpas.coOl 

aSAC, INC. 
STATEMENT OF FINANCIAL POSTION 

JUNE 30, 2012 
(WITH SUMMARIZED COMPARATIVE TOTALS AT JUNE 30, 2011) 

ASSETS 

2012 

Cash and cash equivalents $ 1,566,754 $ 
Certificate of deposit, at cost 2,334,845 
Program services receivable, net 5,422,470 
Prepaid expenses and other assets 2,951,724 
Debt service reserve funds 739,556 
Deferred debt issuance costs, net 173,144 
Property and equipment, net 4.322.839 

TOTAL ASSETS $ 17,511,332 $ 

LIABILITIES AND NET ASSETS 

Liabilities: 
Accounts payable and accrued expenses $ 1,692,719 $ 
Accrued salaries and related benefits 5,428,268 
Due to govemmental agencies 2,766,612 
Deferred rent payable 1,175,713 
Loans payable 1,690,165 
Capital lease obligations 2,041,198 

TOTAL LIABILITIES 14.794.675 

COMMITMENTS AND CONTINGENCIES 

Nel assets 
Unrestricted 2,545,840 
Temporarily restricted 170,817 

TOTAL NET ASSETS 2.716.657 

TOTAL LIABILITIES AND NET ASSETS $ 17,511 ,332 $ 

The accompanying notes are an integral part of these financial statements. 
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1,704,558 
1,562,098 
5,749,695 
2,830,669 

755,742 
205,954 

4.539.606 

17,348,322 

1,184,671 
4,845,819 
3,681,420 
1,026,096 
1,867,835 
2.356.198 

14.962.039 

2,278,272 
108.011 

2,386.283 

17,348,322 
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QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2012 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2011) 

2012 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Cash received from program services $ 35,304,984 $ 
Cash received from government grants and contracts 1,680,131 
Cash received from contributions 752,638 
Cash received from other revenue 541,464 
Cash received from special events 397,250 

Cash Provided By Operating Activities 38,676.467 

Cash paid for personnel costs (29,131,127) 
Cash paid for other than personnel costs (8,084,954) 
Cash paid for special events (66,989) 
Cash paid for interest (150,095) 

Cash Disbursed For Operating Activities (37.433,165) 

NET CASH PROVIDED BY OPERATING ACTIVITIES 1 ,243,302 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Withdrawn from debt service reserve funds 16,186 

Purchase of certificates of deposit - net (772,747) 
Purchases of property and equipment (131,875) 

Cash Disbursed For Investing Activities (904,622) 

NET CASH USED IN INVESTING ACTIVITIES (888,436) 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Payments of capital lease obligation (315,000) 
Payments of loans payable (177,670) 

NET CASH USED IN FINANCING ACTIVITIES (492,670) 

NET CHANGE IN CASH AND CASH EQUIVALENTS (137,804) 

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,704,558 

CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,566,754 $ 

The accompanying notes are an integral part of these financial statements. 
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2011 

35,808,505 
1,736,287 

785,766 
380,736 
239,897 

38,951,191 

(27,990,216) 
(7,960,282) 

(42,546) 
(169,679) 

(36,162,723) 

2,788.468 

6,187 

(1,261,748) 

p,261,748) 

(1 ,255,561) 

(290,000) 
(244,266) 

(534,266) 

998,641 

705,917 

1,704,558 

QSAC, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2012 
(WITH SUMMARIZED COMPARATIVE TOTALS FOR THE YEAR ENDED JUNE 30, 2011) 

2012 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets $ 330,374 $ 

Adjustments to reconcile change in net assets 
to net cash provided by operating activities: 

Bad debt expense 
Depreciation and amortization 381,452 
Deferred rent 149,617 

Changes in assets (increase) decrease: 
Program services receivable 327,225 
Prepaid expenses and other assets (121,055) 

Changes in liabilities increase (decrease): 
Accounts payable and accrued expenses 508,048 
Accrued salaries and related benefits 582,449 
Due to governmentat agencies (914.808) 

NET CASH PROVIDED BY OPERATING ACTIVITIES $ 1,243,302 $ 

The accompanying notes are an integral part of these financial statements. 
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846,477 

129,241 
495,554 
180,958 

(975,804) 
109,014 

(51,232) 
903,450 

1,150,810 

2,788.468 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 1- Nature of Organization 

QSAC, Inc. ("QSAC") is an award-winning nonprofit organization dedicated to providing 
services to persons with autism spectrum throughout New York City and Long Island. QSAC is 
incorporated as a not-for-profit corporation under the laws of the State of New York and is 
exempt from income taxes under Section 501 (c)(3) of the Internal Revenue Code (the "IRC"). 
QSAC's primary source of revenue is program services and education fees. 

Note 2 - Summarv of Significant Accounting Policies 

Summarized Comparative Totals 

The financial statements include certain prior-year summarized comparative information in total 
but not by net asset class. Such information does not include sufficient detail to constitute a 
presentation in conformity with accounting principles generally accepted in the United States of 
America. Accordingly, such information should be read in conjunction with QSAC's financial 
statements for the year ended June 30, 2011, from which the summarized information was 
derived. 

Basis of Accounting 

The financial statements are prepared on the accrual basis in conformity with accounting 
principles generally accepted in the United States of America. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements. Estimates also affect 
the reported amounts of revenue and expenses during the reporting period. Actual results 
could differ from those estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. To 
increase the comparability of fair value measurements, a three-tier fair value hierarchy, which 
prioritizes the inputs used in the valuation methodologies, is as follows: 

Level 1 - Valuations based on quoted prices for identical assets and liabilities in active markets. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Fair Value of Financial Instruments (cont'd.) 

Level 2 - Valuations based on observable inputs other than quoted prices included in Level 1, 
such as quoted prices for similar assets or liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in markets that are not active, or other Inputs that are 
observable or can be corroborated by observable market data. 

Level 3 - Valuations based on unobservable inputs reflecting QSAC's own assumptions, 
consistent with reasonably available assumptions made by other market participants. These 
valuations require significant judgment. 

At June 30, 2012, the cost basis of QSAC's financial instruments including cash and cash 
equivalents, certificates of deposit, program services receivable, debt service reserve funds, 
accounts payable and accrued expenses, accrued salaries and related benefits, and due to 
government agencies approximated fair value due to the short maturity of these instruments. 

Refer to Note 4 - Fair Value Measurements for assets measured at fair value. 

Cash and Cash Equivalents 

Cash equivalents include highly liquid investments with initial maturities when acquired of three 
months or less. 

Certificates of Deposit 

Certificates of deposit include investments with initial maturities greater than three months. 
Certificates of deposit are considered investments for purposes of cash flow reporting. 

Investments 

Investments are stated at the readily determinable fair market value in accordance with the 
Not-for-Profit Entities topic of the Financial Accounting Standards Soard ("FASS") Accounting 
Standards Codification r ASC") Topic 820, Fair Value Measurements. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summarv of Significant Accounting Policies (conl'd.) 

Revenues, Program Services Receivable, Allowance for Doubtful Accounts and Due to 
Governmental Agencies 

Revenues and accounts receivable from the New York State Office for Persons with 
Developmental Disabilities ("OPWDD") and New York State Education Department ("SED") 
programs services are recognized when earned. Government grants are recorded as 
revenues to the extent that expenses have been incurred for the purposes specified by the 
grantors. To the extent amounts received exceed amounts spent, QSAC records due to 
governmental agencies. At the beginning of each school year, QSAC is granted a provisional 
rate for its students funded by SED. This provisional rate is adjusted by SED based upon a 
final expenditure report submitted to them by QSAC subsequent to year end. At June 30, 2012, 
QSAC has determined that approximately $722,000 is due and is included in due to 
governmental agencies. Receivables are charged to bad debt expense when they are 
determined to be uncollectible based upon a periodic review of the accounts by management. 
Factors used to determine whether an allowance should be recorded include the age of the 
receivable and a review of payments subsequent to year end. Interest income is not accrued 
or recorded on accounts receivable. At June 30, 2012, QSAC had established an allowance 
for doubtful receivables of approximately $38,000. 

Prepaid Expenses 

Prepaid expenses result from expenditures for goods and services before the goods are used 
or services are received. Prepaid expenses are deferred and charged to operations as the 
goods are used or services received. 

Debt Service Reserve Funds 

These amounts represent cash which is set aside under the terms of the bond agreement. 

Deferred Debt Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statements of financial position and amortized over the life of the debt. At 
June 30, 2012, accumulated amortization is $319,017. Amortization expense for the year 
ended June 30, 2012 is $32,810. 

ProperlY and Equipment 

Property and equipment is recorded at cost, except for donated assets which are recorded at 
fair market value at the date of donation. Leasehold improvements are amortized on a straight
line basis over the estimated useful life of the improvement or the term of the lease, whichever 
is less. QSAC capitalizes all purchases of property and equipment equal to or in excess of 
$5,000. Repairs and maintenance are charged to expense in the period incurred. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 3D, 2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Property and Eguipment (cont'd.l 

Depreciation of property and equipment Is provided utilizing the straight-line method over the 
estimated useful lives of the respective assets as follows: 

Buildings 
Leasehold improvements 
Building improvements 
Furniture and eqUipment 
Vehicles 

Long-Lived Assets 

45 years 
5 to 15 years 

10 to 15 years 
5 years 
5 years 

The Organization reviews long-lived assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. An asset 
is considered to be impaired when the sum of the undiscounted future net cash flows expected 
to result from the use of the asset and its eventual disposition is less than its carrying amount. 
The amount of impairment loss, if any, is measured as the difference between the net book 
value of the asset and its estimated fair value. There was no such impairment loss during the 
year ended June 30,2012. 

Net Assets 

Unrestricted net assets include funds having no restrictions as to use or purpose imposed by 
donors. Temporarily restricted net assets are those net assets that are restricted by the donors 
for specific purposes. 

Contributions 

Contributions received and unconditional promises to give are recorded as pubic support at fair 
value in the period received and are considered to be available for unrestricted use unless 
specifically restricted by the donor. Contributions are recorded net of estimated uncollectible 
amounts. Conditional contributions are recognized as revenue when the conditions on which 
they depend have been substantially met. QSAC records contributions as temporarily 
restricted if they are received with donor stipulations that limit their use either through purpose 
or time restrictions. When donor restrictions expire, that is, when a time restriction ends or a 
purpose restriction is fulfilled, temporarily restricted net assets are reclassified to unrestricted 
net assets and reported in the statement of activities as net assets released from restrictions. 

Contributions that the donor requires to be used to acquire long-lived assets (e.g .. buildings 
and improvements, furniture, fixtures and equipment) are reported as temporarily restricted. 
Once the long-lived assets have been acquired or constructed, it is QSAC's policy to reflect the 
contribution or donation of the long-lived asset in its unrestricted net assets through a 
reclassification of net assets. 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Contributions (cont'd.l 

Contributions of donated services are reported as revenue and expenses at fair value if such 
services create or enhance nonfinancial assets, or required special skills and are provided by 
individuals possessing such special skills and would typically need to be purchased by QSAC if 
they had not been donated. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the life of the lease. 
Deferred rent has been recorded for the difference between the fixed payment and rent 
expense. 

Functional Allocation of Expenses 

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

Accounting for UncertainlY in Income Taxes 

QSAC has adopted the provisions pertaining to uncertain tax provisions (FASB ASC Topic 
740) and has determined that there are no material uncertain tax positions that require 
recognition or disclosure in the financial statements. 

Reclassifications 

Certain accounts in the prior year financial statements have been reclassified for comparative 
purposes to conform to the presentation in the current year financial statements. 

Note 3 - Concentration of Credit Risk 

QSAC maintains cash and certificate of deposit balances in several financial institutions. 
Interest-bearing balances are insured by the Federal Deposit Insurance Corporation ("FDIC") 
for up to $250,000 per institution. In addition, all funds in noninterest-bearing accounts and the 
certificate of deposit are insured by the FDIC through December 31,2012. From time to time, 
QSAC's balances may exceed these limits. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 4 - Fair Value Measurements 

aSAC measures its marketable securities at fair value. Fair value is an exit price, representing 
the amount that would be received on the sale of an asset or that would be paid to transfer a 
liability in an orderly transaction between market participants. As a basis for considering such 
assumptions, a three-tier fair value hierarchy is used which prioritizes the inputs in the 
valuation methodologies in measuring fair value. 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques based 
upon whether the inputs to those valuation techniques reflect assumptions other market 
participants would use based upon market data obtained from independent sources 
(observable inputs) or reflect aSAC's own assumptions of market participant valuation 
(unobservable inputs). 

aSAC's investments in common stock, corporate bonds, unit investment trusts, and mutual 
funds were valued using Level 1 inputs consisting of quoted market prices of identical 
securities. Level 2 inputs relate to investments In fixed rate annuities which are valued at 
estimated fair value by discounting the related cash flows based on current yields of similar 
inslruments with comparable durations considering the creditworthiness of the issuer. 

Items Measured at Fair Value on a Recurring Basis 

The following table presents aSAC's assets that are measured at fair value on a recurring 
basis at June 30,2012: 

Total Level l Level 2 Level 3 
Marketable securities: 

Common stock $ 706,694 $ 706,694 $ -0- $ -0-
Corporate bond 68,776 68,776 -0- -0-
Mutual funds - small cap 162,500 162,500 -0- -0-
Mutual funds - mid cap 173,657 173,657 -0- -0-
Mutual funds - large cap 505,298 505,298 -0- -0-
Mutual funds - international 209,764 209,764 -0- -0-
Unit investment trust 185,166 185,166 -0- -0-
Fixed rate annuities 410.534 -0- 410,534 -0-

Total assets measured 
at fair value I ~ ~22 ~~a I ~ &Ul §~~ :i ~jQ 53~ :i -Q-

These amounts are included in prepaid expenses and other assets and relate to the 
403(b)/457(b)/457(f) Plans, further detailed in Note 11. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 5 - Debt Service Reserve Funds 

aSAC has debt service reserve funds in connection with the New York City Industrial 
Development Agency ("NYCIDA") and with Nassau County Industrial Development Agency 
("NCIDA") bond issuances (see Note 9). These balances are limited to use under terms of 
debt indentures. Interest earned on these reserve funds will be used to reduce aSAC's 
payment obligation under the mortgages. The balance at June 30, 2012 is $739,556. 

Note 6 - ProperlY and Eguipment 

Property and equipment, net, at cost, consists of the following at June 30, 2012: 

Land 
Buildings 
Leasehold improvements 
Building improvements 
Furniture and equipment 
Vehicles 

Less: Accumulated depreciation and amortization 

$ 526,235 
2,354,856 
2,308,542 
2,677,390 
1,197,935 
1.014.020 

10,078,978 
5.756.139 

$ 4322839 

Depreciation and amortization expense relating to property and equipment is $348,642 for the 
year ended June 30, 2012. 

Note 7 - Line of Credit 

aSAC has executed a line of credit for $2,750,000 from a financial institution at June 30, 
2012. The line of credit expires January 31, 2013 and is subject to annual renewal and 
review. The agreement requires interest to be charged at a rate equal to the prime rate 
(3.25% at June 30, 2012) plus 1.0%. This debt is collateralized with a general lien on aSAC's 
assets. The principal repayment of the line of credit is due over a period of 36 months. No 
amounts were outstanding at June 30, 2012. 

13 

Note 8 - Loans Payable 

aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Loans payable consist of the following at June 30, 2012: 

Vehicle loans payable to a financing agency, maturing through 
November 2014, payable in monthly installments ranging from 
$393 to $541 including interest at rates ranging from 2.90% to 
8.25% per annum. The loans are secured by the related 
vehicles with a net book value of approximately $81,000. $ 66,545 

Unsecured loan payable to a financial institution, maturing on 
March 10, 2013, payable in monthly installments of $2,252 
including interest at the rate of 7.00% per annum. 16,785 

Mortgage loan payable to a financial institution, maturing through 
March 25, 2024, payable in monthly installments of $13,371 
through March 24, 2019 including interest at the rate of 7% per 
annum. For the period March 25, 2019 through maturity date, the 
loan is payable in monthly installment amounts including both 
principal and interest, with interest set at the greater of 6% or 
315 basis points in excess of the 5-year daily treasury yield 
curve rate. The loan is secured by a mortgage and security 
agreement on the related premises with a net book value of 
approximately $1,107,000. 1,276,171 

Unsecured loan payable to a financial institution, maturing on 
August 24, 2019, payable in monthly installments of $4,922 
including interest at the rate of 7.00% per annum. 330.664 

$ 1 690165 

The aggregate amounts of principal payments on the loans payable during each of the five 
years following June 30, 2012 and thereafter are: 

Years Ending June 30: 
2013 $ 177,710 
2014 130,202 
2015 127,664 
2016 134,786 
2017 144,530 
Thereafter 975.273 

S l 690 J!ii~ 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 9 - Capital Lease Obligations 

Capital lease obligations consist of the following at June 30, 2012: 

Capital lease obligation to New York City Industrial 
Development Agency, maturing on July 1, 2015, payable in 
monthly installments of principal ranging from $6,667 to 
$22,917, plus interest at the rate of 8.125% per annum. The 
obligation is secured by the related property and equipment. $ 

Capital lease obligation to New York City Industrial 
Development Agency, maturing on July 1, 2017, payable in 
monthly installments of principal ranging from $6,667 to 
$53,333, plus interest at a rate ranging from 6.10% to 6.50% 
per annum. The obligation is secured by the related property 

469,917 

and equipment. 580,000 

Capital lease obligation to Nassau County Industrial 
Development Agency, maturing on July 1, 2017, payable in 
monthly installments of principal ranging from $2,083 to 
$6,667, plus interest at a rate ranging from 6.10% to 6.50% 
per annum. The obligation is secured by the related property 
and equipment. 205,000 

Capital lease obligation to New York City Industrial 
Development Agency, maturing on July 1, 2019, payable in 
monthly installments of principal ranging from $2,667 to 
$5,833, plus interest at a rate ranging from 5.25% to 6.80% 
per annum. The obligation is secured by the related property 
and equipment. 216,281 

Capital lease obligation to Nassau County Industrial 
Development Agency, maturing on July 1, 2020, payable in 
monthly installments of principal ranging from $3,750 to 
$5,000, plus interest at a rate ranging from 4.40% to 4.90% 
per annum. The obligation is secured by the related property 
and equipment. 570,000 

$ 2041198 

These capital leases are secured by the related property and equipment with a gross amount 
of approximately $2,712,000 and net book value of approximately $2,102,000. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 9 - Capital Lease Obligations (cont'd.l 

The aggregate amounts of principal payments on the bonds payable during each of the five 
years following June 30, 2012 and thereafter are: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Less: Amount representing interest 

$ 455,608 
449,481 
612.156 
309,680 
265,055 
403.371 

2,495,351 
454.153 

$ 2Q41198 

Pursuant to the various bond indentures noted above, aSAC has money on deposit in a debt 
service reserve fund held by a trustee. Deposits in the debt service fund are to be used to pay 
any deficiency with respect to principal and interest payments pertaining to the related bonds 
payable if, and to the extent, aSAC defaults on such payments at the time such payments are 
due and payable. Assuming aSAC fully complies with all requirements of the bond indenture, 
the debt service reserve fund will either be returned to aSAC or credited by the trustee 
against the final payments due. At June 30, 2012, the balance ofthe debt service reserve fund 
was $739,556. 

Note 10 -Temporarily Restricted Net Assets 

Temporarily restricted net assets were available for the following purposes at June 30, 2012: 

Scholarships 
Educational/residential and other programs 

$ 5,099 
165.718 

$ 170817 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows at June 30, 2012: 

Scholarships 
Educational/residential and other programs 
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QSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 11 - 403(bll457(bll457(fl Plans 

QSAC had a federally qualified defined contribution plan covering substantially all employees 
who meet certain eligibility requirements. The amount contributed to the plan is a fixed 
percentage of participants' compensation. The plan expense amounted to $145,728 for the 
year ended June 30, 2012. On July 1, 2006, QSAC established an Internal Revenue Service 
("IRS") Section 457(f) plan. The plan provides deferred compensation benefits for 
management and directors, in excess of other QSAC plans and has no contribution limits. The 
expense for this plan amounted to $302,315 for the year ended June 30, 2012. At June 30, 
2012, QSAC has set aside $1,971,359 of cash and cash equivalents and investments, for this 
plan. A liability of the same amount is recorded in accrued salaries and related benefits. In 
2007, QSAC established an IRS Section 457(b) plan. The plan provides deferred 
compensation benefits for management. The maximum level of the deferrals and employer 
contributions which may be credited on behalf of any participant in any taxable year under the 
plan shall not exceed the lesser of 100% of the participant's includible compensation for the 
taxable year or the IRC limit of $16,500 for the taxable year 2012. The expense for this plan 
amounted to $67,000 for the year ended June 30, 2012. At June 30, 2012, QSAC has set 
aside $517,338 of cash and cash equivalents and investments, for this plan. A liability of the 
same amount is recorded in accrued salaries and related benefits. 

Note 12 - Commitments and Contingencies 

QSAC's program costs are subject to audit by various government agencies. In the opinion of 
QSAC management, any liabilities that might be incurred would not have a material effect on 
QSAC's financial position or results of operations. 

QSAC has leased twelve properties for program and administrative space under various 
noncancellable operating agreements expiring at various dates through 2039, and requires 
various minimum annual rental payments. Future minimum lease payments for the five years 
following June 30, 2012 and thereafter are as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 
Thereafter 

$ 1,422,581 
1,466,943 
1,358,266 
1,205,305 
1,229,448 

12.088,940 

$ 18771483 

Rent expense was $1,846,343 for the year ended June 30, 2012. During the year ended 
June 30,2012, actual cash paid for rent was $1,696,726. 
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aSAC, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 13 - Donated Services. Facilities and Materials 

aSAC received donated transportation services for consumers in its programs, with an 
estimated fair market value of $490,526 for the year ended June 30, 2012 from the New York 
City Department of Education. In addition, aSAC received various donated services and 
materials from other sources with an estimated fair market value of $154,418 for the year 
ended June 30, 2012. Donated services, facilities and materials have been recognized as 
revenue and expense in the statement of activities. As indicated in the statement of functional 
expenses, the related expenses have been allocated in accordance with the function benefited. 

Note 14 - Bequests 

aSAC has also been named beneficiary in a number of bequests. These gifts have not 
been recorded in the accompanying financial statements because the donors' wills have not 
yet been declared valid by the probate court, and the value of the amounts to be received is 
not yet determinable. 

Note 15 - Subsequent Events 

aSAC has evaluated all events or transactions that occurred after June 30, 2012 through 
the date of these financial statements, which is the date that the financial statements were 
available to be issued. During this period, there were no material subsequent events 
requiring disclosure. 
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IBDO 

Independent Auditor's Report 

To the Board of Oi rectors 
Services for the UnderServed 

and Affiliated Organizations 
New York, New York 

Tel: +212885-8000 
Fax: +212697-1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying combined financial statements of Services for the 
UnderServed and Affiliated Organizations ("SUS"), which comprise the combined statement of 
financial position as of June 30, 2014, and the related combined statements of activities, 
functional expenses and cash flows for the year then ended, and the related notes to the 
combined financial statements. 

Management's Responsibility for the Financ;ai Statements 

Management is responsible for the preparation and fair presentation of these combined financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparatio nand fai r presentation of combined financial statements that are free 
from materi al misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these combined financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the combined financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the combined financial statements. The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement of the 
combined financial statements, whether due to fraud or error. In ma king those risk assessments, 
the auditor considers internal control relevant to the entity's preparation and fair presentation 
of the combined financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the combined financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BOO USA, LLP I a Delaware limited liability partnership, is the U.S. member of BOO International Limited, a UK company limited by guarantee, and forms part 
of the international BOO network of independent member firms. 

BDO is the brand name for the BDO network and for each of the BDO Member Firms. 
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IBDO 

Opinion 

In our opinion, the combined financial statements referred to above present fairly, in all 
material respects, the financial position of Services for the UnderServed and Affiliated 
Organizations as of June 30, 2014, and the changes in their net assets and their cash flows for 
the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 

Other Matters 

Other Information 

Our audit of the combined financial statements was conducted for the purpose of forming an 
opinion on those statements as a whole. The supplementary information presented on pages 23 
and 24 of this report is presented for purposes of additional analysis and is not a required part 
of the combined 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 combined financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the combi ned financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the combined financial statements or to the 
combined 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 combined financial 
statements as a whole. 

Report on Summarized Comparative Information 

We have previous ly audited Services for the UnderServe d and Affiliated Organizations' 2013 
combined financial statements, and we expressed an unmodified audit opinion on those audited 
combined financial statements in our report dated December 16, 2013. In our opinion, the 
summarized comparative information presented herein as of and for the year ended June 30, 
2013 is consistent, in all material respects, with the audited combined financial statements 
from which it has been derived. 

December 1 7, 2014 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Financial Position 
(with comparative totals for 2013) 

June 30, 
Assets 
Cash and cash equivalents (Note 2) 
Accounts receivable, net of allowance for doubtful accounts 

of $2,359,159 and $3,775,302 for 2014 and 2013, 
respectively (Notes 2 and 7) 

Prepaid expenses a nd other assets (Note 3) 
Bond escrow fund (Note 4) 
Due from affiliates (Notes 11 and 12) 
Debt service reserve (N ote 4) 
Deferred bond financing costs (Note 10) 
Fixed assets, net (Notes 2, 5, 7, 8 and 10) 

Liabilities and Net Assets 
Liabilities: 

Accounts payable and accru ed expens es 
Accrued compensation and related taxes 
Due to affiliates (Note 11) 
Due to clients 
Other li abilities 
Deferred revenue (Note 14) 
Due to governmental agencies (Note 6) 
Workers' compensation assessment payable settlement 

(Note 18) 
Lines of credit (Note 7) 
Mortgages payable (Note 8) 
Loan payable (Note 9) 
Bonds payable (Note 10) 

Total Liabilities 
Commitments and Contingencies 

(Notes 5, 7, 12, 13, 14, 15, 16, 18, 19 and 20) 
Net Assets: 

Unrestricted 
Temporari Iy restricted (Note 15) 

Total Net Assets 

2014 

$ 7,916,434 

15,108,112 
2,193,672 

160,750 
2,084,415 
1,993,726 

955,514 
36,198,047 

$66,610,670 

$ 6,213,590 
3,766,877 
1,532,565 

173,086 
790,743 

6,994,167 
2,090,162 

678,837 
3,573,675 
6,870,839 
1,100,000 

11,573,043 

45,357,584 

18,707,080 
2,546,006 

21,253,086 

$66,610,670 

2013 

$10,730,608 

12,612,457 
1,941,195 

179,576 
1,695,522 
1,993,726 
1,067,499 

35,546,212 

$65,766,795 

$ 5,353,763 
3,892,156 
1,194,459 

262,284 
544,106 

10,320,327 
2,051,019 

678,837 
3,136,187 
7,754,243 

13,062,850 

48,250,231 

15,008,483 
2,508,081 

17,516,564 

$65,766,795 

See accompanying notes to combined financiaistatements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Activities 
(with comparative totals for 2013) 

Year ended June 30, 
Temporarily 

Unrestricted Restricted 
Public Support and Revenue: 

Medicaid income $43,516,316 $ 
Contract revenue 39,512,563 
Participant fees 7,227,546 
Contributions 790,940 855,000 
Special events: 

Gross receipts 258,556 
Less: Cost of special events (265,432) 

Management fees (Note 11) 137,113 
Other 902,863 
Net assets released from restrictions 

(Note 15) 817,075 (817,075) 

Total Public Support and Revenue 92,897,540 37,925 
Expenses: 

Program services: 
SUS - Mental Health Programs, Inc. 33,389,832 
SUS - Developmental Disabilities 

Services, Inc. 36,913,836 
SUS - AIDS Services, Inc. 5,367,184 
SUS - Ur~ent Housing Programs, Inc. 5,672,717 

Total Prosram Services 81,343,569 
Supporting services: 

Fundraising 417,490 
Manasement and seneral 7,437,884 

Total Supporting Services 7,855,374 

Total Exeenses 89,198,943 

Excess of Public Support and 
Revenue Over Expenses From 
Continuing Operations Before 
Gain (Loss) From Discontinuing 
Oeerations 3,698,597 37,925 

Gain (Loss) From Discontinuing 
Operations: 

Expenses - Home Attendant Program (125,664) 
Transfer to funding sources (Note 17) 125,664 

Change in Net Assets After Gain 
(Loss) From Discontinuing 
Operations 3,698,597 37,925 

Other Changes: 
Assessment from default on workers' 

compensation trust (Note 18) 
Asset imeairment (Notes 5 and 19) 

Change in Net Assets 3,698,597 37,925 
Net Assets, Beginning of Year 15,008,483 2,508,081 

Net Assets, End of Year $18,707,080 $2,546,006 

Totals 
2014 2013 

$43,516,316 $38,639,001 
39,512,563 33,474,649 

7,227,546 7,008,266 
1,645,940 470,665 

258,556 552,481 
(265,432) (428,253) 
137,113 289,677 
902,863 305,771 

92,935,465 80,312,257 

33,389,832 29,288,884 

36,913,836 33,132,132 
5,367,184 6,104,842 
5,672,717 3,360,074 

81,343,569 71,885,932 

417,490 254,418 
7,437,884 5,612,411 

7,855,374 5,866,829 

89,198,943 77,752,761 

3,736,522 2,559,496 

( 125,664) (135,663) 
125,664 135,663 

3,736,522 2,559,496 

(196,028) 
(3,012,000) 

3,736,522 (648,532) 
17,516,564 18,165,096 

$21,253,086 $17,516,564 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Functional Expenses 
(with comparative totals for 2013) 

Year ended June 30, 
Program Services Supporting Services Total 

SUS - Mental SUS - SUS - Urgent 
Health Development Housing Total Management Total 

Programs, al Disabilities SUS - AIDS Programs, Program and Supporting 
Inc. SerVices, Inc. Services, Inc. Inc. Services Fundraising General Services 2014 2013 

Salaries and Related Expenses: 
Salaries $12,795,464 $18,379,444 $1,993,622 $1,658,582 $34,827,112 $221,594 $3,228,630 $3,450,224 $38,277,336 $33,261,323 
Fringe benefits 2,771,478 5,999,760 452,864 253,131 9,477,233 48,116 775,819 823,935 10,301,168 8,622,798 

Total Salar1es and Related Expenses 15,566,942 24,379,204 2,446,486 1,911,713 44,304,345 269,710 4,004,449 4,274,159 48,578,504 41,884,121 
Other Expenses: 

Food 313,988 791,790 16,430 147,407 1,269,615 2,890 7,885 10,775 1,280,390 1,367,352 
Rent 7,375,247 563,069 1,961,286 1,518,331 11,417,933 300,256 300,256 11,718,189 10,744,876 
F acil ity tax 393,749 393,749 1,083 1,083 394,832 435,370 
Telephone and utilities 1,829,388 1,045,182 272,047 70,993 3,217,610 4,410 268,299 272,709 3,490,319 2,925,653 
Transportation 220,236 1,418,425 31,036 139,971 1,809,668 4,790 70,549 75,339 1,885,007 1,747,369 
Office supplies and postage 85,695 88,376 6,719 22,815 203,605 26,348 108,686 135,034 338,639 336,823 
Lease equipment 221,291 310,333 23,158 18,724 573,506 18,747 67,469 86,216 659,722 558,472 
Repairs and maintenance 987,930 598,905 151,542 58,586 1,796,963 24 209,999 210,023 2,006,986 1,787,936 
Professional and consultant fees 744,195 488,478 63,276 191,674 1,487,623 58,002 705,140 763,142 2,250,765 1,565,376 
Household supplies 222,108 583,040 34,126 206,322 1,045,596 4,370 4,370 1,049,966 972,354 
Furniture and equipment expense 819,803 674,400 121,836 186,470 1,802,509 5,145 241,002 246,147 2,048,656 1,901,074 
Insurance 442,880 287,141 54,320 226,490 1,010,831 81,710 81,710 1,092,541 904,320 
Community outreach and recruitment 145,853 36,845 2,570 185,268 155,205 155,205 340,473 315,236 
Client incidentals 321,662 178,514 10,276 716 511,168 3,528 3,528 514,696 520,775 
Staff training 103,917 264,080 5,579 7,663 381,239 7,080 124,722 131,802 513,041 332,819 
Interest expense 406,427 465,015 871,442 178,495 178,495 1,049,937 1,159,899 
Temporary labor 1,470,252 2,778,461 172,894 899,692 5,321,299 280,541 280,541 5,601,840 4,809,251 
Real estate taxes 9,929 13,721 23,650 23,650 28,202 
Miscellaneous 618,290 183,073 (4,355) 7,257 804,265 20,344 329,727 350,071 1,154,336 518,419 
Start up cost 50,165 23,070 73,235 73,235 74,201 
Sheltered workshop 8,477 
Broker and bond administrative fees 154,691 17,405 (1,515) 283 170,864 16,821 16,821 187,685 159,727 
Bad debt expense 166,165 13,919 (67,844) 112,240 112,240 

Total Expenses Before Depredation and Amortization 32,277,054 35,596,195 5,299,867 5,615,107 78,788,223 417,490 7,159,936 7,577,426 86,365,649 75,058,102 
Depredation and Amortization 1,112,778 1,317,641 67,317 57,610 2,555,346 277,948 277,948 2,833,294 2,694,659 

Total Expenses $33,389,832 $36,913,836 $5,367,184 $5,672,717 $81,343,569 $417,490 $7,437,884 $7,855,374 $89,198,943 $77,752,761 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Cash Flows 
(with comparative totals for 2013) 

Year ended June 30, 2014 2013 
Cash Flows From Operating Activities: 

Change in net assets S 3,736,522 $ (648,532) 
Adjustments to reconcile chan ge in net assets to net 

cash provided by operating activities: 
Depreciation and amortization 2,833,296 2,694,659 
Asset impairment 3,012,000 
Provisions for bad debt 112,240 
Changes in operating assets and liabilities: 

(Increase) decrease in: 
Accounts receivable (2,607,895) (4,516,336) 
Prepaid expenses and othe r assets (252,477) 24,625 
Due from affiliates (388,893) 396,670 

Increase (decrease) in: 
Accounts payable and accru ed expens es 859,827 1,052,078 
Accrued compensation and related taxes (125,279) 176,100 
Due to affiliates 338,106 (766,550) 
Due to clients (89,198) (117,262) 
Other liabilities 246,637 514,756 
Deferred revenue (3,326,160) 3,535,187 
Due to governmental agencies 39,143 (926,166) 
Workers' compensatio n assessment payable 

settlement 173,239 

Net Cash Provided By Operating Activities 1,375,869 4,604,468 
Cash Flows From Investing Activities: 

Purchase of fixed assets (3,373,146) (3,672,526) 
Cash Flows From Financing Activities: 

Bond escrow fund 18,826 (10,618) 
Payments of bond princi pal (1,489,807) (1,500,806) 
Payments of line of credit (220,000) 
Proceeds from line of credit 437,488 2,736,187 
Payments of mortgages payable (883,404) (829,895) 
Proceeds from loan payable 1,100,000 

Net Cash (Used In) Provided By 
Financing Activities (816,897) 174,868 

Net (Decrease) Increase in Cash and Cash Equivalents (2,814,174) 1,106,810 
Cash and Cash Equ ivalents, Beginning of Year 10,730,608 9,623,798 

Cash and Cash Equivalents, End of Year S 7,916,434 $10,730,608 

Supplemental Disclosure of Cash Flow Information: 
Cash paid for interest S 1,049,937 $ 1,159,899 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

1. Nature of Organization 

Services for the UnderServed and Affiliated Organizations ("SUS") was established in 1978 and 
currently serves approximately 8,500 people with special needs in New York City, primarily in 
Brooklyn, the Bronx, and Queens. SUS, through its affiliate corporati ons, provides a wide range of 
programs and services, tailoring them to meet the needs, goals and preferences of the persons 
they serve. These services include residential, day programs, peer advocacy, employment 
services, home care, and harm reduction education. Services are provided to: 

• Elderly and/or disabled individuals 

• Persons with a mental illness 

• Individuals with HIV / A IDS 

• Adults with a developm ental disability 

• Homeless and marginalized individuals 

2. Summary of Significant Accounting Policies 

(a) Pr;nciples of Combination 

The combined financial statements include the accounts of SUS and affiliated organizations which 
are affiliated through common Board membership, common management and/or common 
ownership. All material intercompa ny transactions and balances have been eliminated. The 
following entities are included in the combined financial statements: 

Services for the UnderServed, Inc. (corporate). 

SUS - Mental Health Programs, Inc. 

SUS - Developmental Disabilities Services, Inc. 

SUS - AIDS Services, Inc. 

SUS - Home Attendant Program, Inc. 

SUS - Home Care Services, Inc. 

SUS - Urgent Housing Programs, Inc. 

SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is related to other 
affiliates, New Life Homes Housing Development Fund Corporation, Macombs Road Housing 
Development Fund Corporation, Mother Gaston Housing Development Fund Company, Inc. and 21 
Truxton Street Housing Development Fund Corporation; however, it is not presented in these 
combined financial statements since it does not meet the criteria for consolidation. 

(b) Basis of Presen tation 

The combined financial statements have been prepared on the accrual basis of accounting and 
conform to accounting principles generally accepted in the United States of America, as 
applicable to not-for-profit organizations. In the statement of financial position, assets and 
liabilities are presented in order of liquidity or conversion to cash and their maturity resulting in 
the use of cash, respectively. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(c) Finandal Statement Presentation 

The classification of a not-for-profitorganization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those clas ses of net assets be displayed in a statement of activities. 

These class es are defi ned as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by SUS and affiliated organizations is limited by donor-imposed stipulations 
that neither expire by passage of time nor can be fulfilled or otherwise removed by actions 
of SUS and affiliated organizations. 

(ii) Temporarily Restricted - Net assets resulti ng from contributions and other inflows of 
assets whose use by SUS and affiliated organizations is limited by donor-i mposed stipulations 
that either expire by passage of time or can be fulfilled and removed by actions of SUS and 
affiliated organizations pursuant to those stipulations. When such stipulations end or are 
fulfilled, such temporari ly restricted net assets are reclassified to unrestricted net assets 
and reported in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporari ly 
restricted by donor-i mposed stipula tions. 

(d) Cash and Cash Equivalents 

SUS considers all highly liquid instruments purchased with a maturity of three months or less to be 
cash equivalents. 

(e) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets. 

The estimated useful lives of the assets are as follows: 

Buildings and building improvements 
Leasehold improvements 
Furniture and equipment 
Vehicles 

(I) Revenue Recognition 

25 years 
25 years 

5-7 years 
5-7 years 

Revenue from governmental grants is recognized as the expenditures for each contract are 
incurred. All grant monies received in excess of revenue earned are record ed as deferred revenue. 
Revenue from fees for service programs is recognized as they are earned (services are provided 
daily and/or monthly). 

Reimbursem ents are subject to audit and retroactive adjustment by the respective third party 
fiscal intermediary. Revenue from retroactive adjustments is recognized in the year the 
adjustments are made. 

SUS receives Supplemental Security Income ("551") and Social Security Income ("SSA") payments 
for the participants. A portion of the SSI/SSA payments represents the participants' contributions 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

toward the cost of goods and services and is recognized as revenue when received. The remaining 
portion of SSI/SSA represents the participants' personal allowance and is recognized as a liability 
due to clients. 

Participant fees represent the participant's personal contribution towards the cost of goods and 
services SUS is allowed to charge as regulated by Federal and state law. 

Net patient service revenue is reported at the estimated net realizable amounts from patients, 
third-party payors and others for services rendered, including estimated retroactive adjustments 
under reimbursement agreements with third-party payors. Retroactive adjustments are accrued 
on an estimated basis in the period the related services are rendered and adjusted in future 
periods, as final settlements are determined. 

(g) Contribut;ons and Promises to Give 

Contributions and promises to give are recorded as revenue when either unsolicited cash is 
received or when donors make a promi se to give. Contri butions and promises to give are classified 
as either unrestricted, tempora rily restricted, or permanently restricted support. 

Contributions of property and equipment are recorded at the fair market value of the property 
and equipment at the time of contribut ion. 

All contributions are considered to be available for unrestricted use unless specifically restricted 
by the donor. 

(h) Use of Estimates 

In prepari ng financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and the disclosures of contingent assets and liabilities at the date of the 
financial statements and revenues and expenses during the reported period. Actual results could 
differ from those estim ates. 

(i) Comparative Fin ancial Information 

The financial statements include certain prior year summarized comparative information. The 
statement of activities is presented in total rather than by net assets class. With respect to the 
statement of functional expenses, the prior year expenses are presented by expense classification 
in total rather than functional category. Such information does not include sufficient detail to 
constitute a presentation in conformity with generally accepted accounting principles. 
Accordingly, such information should be read in conjunction with SUS's financial statements for 
the year ended June 30, 2013 from which the summarized information was derived. 

(j) Concentration of Credit Risk 

The financial instruments that potentially subject SUS to concentration of credit risk consist 
primarily of cash and cash equivalent accounts in financial institutions which, from time to time, 
exceed the Federal Depository Insurance Coverage ("FDIC") limit. 

(k) Due to Governmental Agencies 

Due to governmental agencies consists of operational advances, retroactive rate adjustments and 
advances received from New York State Office for People With Developmental Disabilities 
("OPWDD"), the New York State Office of Mental Health ("OMH"), the New York State Department 
of Health ("DOH") and other advances due to the New York City Human Resources Administration 
("HRA"). OPWDD recoups the liability through withholdings from Medicaid remittances over a 
specified period of time. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(I) Fair Value Measurements 

Accounti ng Standards Codification (" ASC") 820, "Fai r Value Measurement", establishes a 
framework for measuring fair value and expands the disclosures about fair value measurements. 
ASC 820 defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date in a 
principal or most advantageous market. Fair value is a market-based measurement that is 
determined based on inputs, which refer broadly to assumptions that market participants use in 
pricing assets or liabilities. These inputs can be readily observable, market corroborated, or 
unobservable. ASC 820 established a fair value hierarchy, which prioritizes the inputs to valuation 
techniques used to measure fair value in three broad levels. The standard requires that assets and 
liabilities be classified in their entirety based on the level of input that is significant to the fair 
value measurement. Assessing the significance of a particular input may require judgment 
considering factors specific to the asset or liability, and may affect the valuation of the asset or 
liability and their placement within the fair value hierarchy. SUS classifies fair value balances 
based on the fair value hierarchy defined by ASC 820 as follows: 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or 
liabilities. An active market for the asset or liability is a market in which transactions for the asset 
or liability occur with sufficient frequency and volume to provide pricing information on an 
ongoing basis. Valuation adjustments and block discounts are not applied to Le vel 1 instruments. 

Level 2 - Valuations based on quoted prices in markets that are not active or for which all 
significant inputs are observa ble, either directly 0 r indi rectly. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measuremen t. 

(m) Income Taxes 

SUS was incorporated in the State of New York and is exempt from Federal and state income taxes 
under Section 501 (c)(3) of the Internal Revenue Code (the "Code") and, therefore, has made no 
provision for income taxes in the accompanying combined financial statements. In addition, SUS 
has been determined by the Internal Revenue Service not to be a "private foundation" within the 
meaning of Section 509(a) of the Code. There was no unrelated business income for the year 
ended June 30, 2014. 

Under ASC 740, "Income Taxes," an organization must recognize the tax benefit associated with 
tax positions taken for tax return purposes when it is more likely than not that the position will be 
sustained upon examination by a taxing authority. SUS does not believe it has taken any material 
uncertain tax positions and, accordingly, it has not recorded any liability for unrecognized tax 
benefits. SUS has filed for and received income tax exemptions in the jurisdictions where it is 
required to do so. Additionally, SUS has filed Internal Revenue Service Form 990 information 
returns, as required, and all other applicable returns in jurisdictions where so required. For the 
year ended June 30, 2014, there wa,s no interest or penalties recorded or included in the 
combined statement of activities. SUS is subject to routine audits by a taxing authority. As of 
June 30, 2014, SUS was not subject to any examination by a taxing authority. Management 
believes it is no longer subject to incom e tax examination for the years prior to 2011. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(n) Long-Lived and Depreciable Assets 

Contracts with funding agencies generally provide that purchases of fixed assets are expensed at 
the time of acquisition for cost reporting and reimbursement purposes although certain contracts 
contain reversion of title or similar provisions with respect to fixed assets purchased under the 
contract, principally in the event of early termination of the agreements or cancellation of the 
programs. For financial reporting purposes, such acquisitions are capitalized and depreciated over 
their estimated useful lives. Since the ongoing operation of SUS's programs is assumed, the 
resulting net assets are presented in the combined financial statements as unrestricted. 

Contributions of long-lived assets with explicit restrictions that specify how the assets are to be 
used and gifts of cash or other assets that must be used to acquire long-lived assets are reported 
as restricted support. 

(0) Impajrment of Long-Lived Assets 

SUS reviews long-lived assets, including property and equipment and intangible assets, for 
impairment whenever events or changes in business circumstances indicate that the carrying 
amount of an asset may not be fully recoverable. An impairment loss would be recognized when 
the estimated future cash flows from the use of the asset are less than the carrying amount of 
that asset. There were no impairment losses recognized for long-lived assets as of June 30,2014. 

(p) Deferred Revenue 

Deferred revenue relates to preoperative costs through June 30, 2014 incurred by SUS to run 
programs and construction of new facilities. The funding source advances SUS for said costs based 
on a budget submitted. The fi nal payment is based upon actual expenditures. 

(q) Cost Allocatjon 

Management and general expenses include expenditures for the overall direction of SUS, general 
recordkeepi ng, business management, budgeting and related purposes. Such expenses are 
allocated to individual programs for cost reporting and reimbursement purposes in proportion to 
the direct program expenses incurred. Certain other shared program expenses are allocated to 
individual programs using specific allocation methods. 

3. Prepaid Expenses and Other Assets 

Prepaid expenses and other assets consists of the following: 

June 30, 2014 
Security deposits 
Prepaid expenses 
Dormitory Authority of the State of New York surplus funds 
Other assets 
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$1,188,040 
449,242 
326,379 
230,011 

$2,193,672 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

4. Debt Service Reserve and Bond Escrow Fund 

Debt service reserve represents funds held by OPWDD, U.S. Bank and Bank of New York Mellon, 
(collectively, the "Trustee"). These funds will be applied to the last payment required on the 
mortgages with the Facilities Development Corporation ("FDC") and bonds due to the Dormitory 
Authority of the State of New York Office of Mental Health ("DASNY") and NYC Industrial 
Development Agency ("IDA"). This reserve will earn interest which will be used to offset SUS's 
obligations. As of June 30,2014, the Trustee has $1,993,726 in debt service reserve. 

Bond escrow fund represents funds held by U.S. Bank and Bank of New York Mellon. These funds 
will be applied to expenses as sociated with DASNY and IDA bonds. As of June 30, 2014, the Trustee 
has $160,750 in bond escrow funds. 

SUS's financial instruments are carried at fair value and have been categorized based upon a fair 
value hierarchy in accordance with ASC 820. See Note 2(l) for a discussion of SUS's policies 
regarding this hierarchy. 

SUS's publicly-traded U.S. Treasury money market funds, U.S. Treasury bills and U.S. Treasury 
notes are carried at their aggregate market value that is determined by quoted market prices. 
Each of these investments can be liquidated daily. The valuation of these investments is based on 
Level 1 inputs within the hierarchy used in measuring fair value. 

SUS's holdings in publicly-traded fixed income securities consist of U.S. government-sponsored 
agency securities. SUS's Trustee prices these investments using nationally recognized pricing 
services. Since fixed income securities other than U.S. Treasury securities generally do not trade 
on a daily basis, the pricing services prepare estimates of fair value measurements for these 
securities using their proprietary pricing applications which include available relevant market 
information, benchmark curves, benchmarking of similar securities, sector groupings and matrix 
pricing. The valuation of these investments is based on Level 2 inputs within the hierarchy used in 
measuring fair value. 

There were no changes in valuation methodolo gies as of June 30, 2014. 

The following table presents the level within the fair value hierarchy at which SUS's financial 
assets and financial liabilities are measured on a recurring basis at June 30, 2014: 

Assets 
Money ma rket funds 
U.S. government obligations 

Total assets 

Quoted Pri ces 
in Active 

Markets for 
Identical Assets 

(Level 1 ) 

$1,301,734 
395,459 

$1,697,193 
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Significant Other 
Observable 

Inputs 
(Level 2) 

$ 
457,283 

$457,283 

Balance as of 
June 30, 2014 

$1,301,734 
852,742 

$2,154,476 

Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

5. Fixed Assets, Net 

Major classes of fixed assets, net consist of the following: 

June 30, 2014 
Land 
Building and building improvements 
Leasehold improvements 
Furniture and equipm ent 
Vehicles 

Total fixed assets 
Less: Accumulated depreciatio n and amortization 

Fixed assets, net 

$ 2,044,297 
62,043,763 

1,662,340 
6,685,611 

524,837 

72,960,848 
(36,762,801 ) 

$ 36,198,047 

For the year ended June 30,2014, depreciation and amortization expense was $2,833,294. 

6. Due to Governmental Agencies 

Due to governmental agencies consists of the following: 

June 30, 2014 
Other advances due to OMH and New York City to be recouped 
Other advances due to OPWDD 

7. Lines of Credit 

$1,866,210 
223,952 

$2,090,162 

sus and its affiliated organizations have a $6,000,000 working capital line of credit with Bank of 
America against which $700,000 is outstanding for SUS at June 30, 2014. The line of credit 
matures on February 2, 2015 and the interest rate is equal to the prime rate (3.25%) plus 0.25%. 
There is also a quarterly fee on the unused available line of credit amount of 0.25%. The loan is 
guaranteed by SUS and all of its affiliates, collectively and individually, and is collateralized by a 
first-priority perfected securities interest in SUS's and its affiliated organizations' present and 
future accounts receivable and personal property and fixtures. 

SUS also has a $4,000,000 acquisition line of credit with Bank of America. The line of credit 
matures on February 2, 2015 and the interest rate is 0.25% in excess of the prime rate. The loan is 
guaranteed by a negative pledge on the related residence and related leased location by SUS 
affiliated organizations. The total amount outstanding as of June 30,2014 is $2,873,675. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

8. Mortgages Payable 

Mortgages payable consist of the following: 

June 3D, 2014 
Mortgage payable to Dormitory Authority of the State of New York ("DASNY") - OMH, 

due December 1, 2015, payable in semiannual payments of $40,897, including interest 
at 7.72% per annum, secured by real estate located on Patchen Avenue, Brooklyn, 
New York 

Mortgage payable to DASNY - OMH, due June 1, 2019, payable in semiannual payments 
of $56,065, including interest at 6.21% per annum, secured by real estate located on 
st. Marks Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2019, payable in semiannual payments 
of $47,400, including interest at 6.20% per annum, secured by real estate located on 
Patchen Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due December 1, 2020, payable in semiannual 
payments of $144,024, including interest at 5.58% per annum, secured by real estate 
located on Knickerbocker Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2023, payable in semiannual payments 
of $33,222, including interest at 5.40% per annum, secured by real estate located on 
Classon Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2022, payable in semiannual payments 
of $272,229, including interest at 5.27% per annum, secured by real estate located on 
Beach 85th Street, Queens, New York 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payments of approximately $30,000, including interest at 6.16% per 
annum, secured by real estate located on Cornelia Street, Brooklyn, New York. 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payment of approximately $33,000, including interest at 6.16% per 
annum, secured by real estate located on 45th Avenue, Flushing, New York. 

Mortgages payable matu re as follows: 

Year ended June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 

9. Loan Payable 

$ 110,970 

475,610 

402,039 

1,552,406 

468,419 

3,514,895 

136,500 

210,000 

$6,870,839 

$ 929,480 
943,875 
959,468 
951,199 

1,343,935 
1,742,882 

$6,870,839 

One of the SUS-Mental Health Programs, Inc. locations sustained damage during Hurricane Sandy 
in October 2012. While waiting on the funding from the Federal Emergency Management Agency 
("FEMA") to repair the damage, SUS received a $1,100,000 NYC Nonprofit Recovery Loan from 
Fund for the City of New York to fund the building repairs. The amount was a onetime payment 
and the entire princi pal amount is due no later than December 30, 20 15. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

10. Bonds Payable 

(a) DASNY 

On June 25, 2003, the Services for the Underserved - Developmental Disabilities Services, Inc. 

("DD") and Services for the Underserved, Inc. entered into an agreement wi th DASNY. 

Under the terms of the agreement, DASNY has issued Insured Revenue Series 2003A and 

Series 2003B bonds in the aggregate principal amount of $9,545,000, which mature July 1, 2023. 

Bond payments, including interest and principal, are required to be made monthly to U.S. Bank, 

which maintains a debt service reserve fund account and makes semi-annual installments 

January 1 and July 1 of each year. The Series 2003A bonds bear interest ranging from 3.0% to 

5.125%, net interest cost of 4.675% per annum. The Series 2003B bonds bear interest at 5.38% per 

annum. The principal amount outstanding at June 30, 2014 was $3,305,000. 

In March 2010, DD entered into a loan agreement with DASNY. Under the terms of the agreement, 

DASNY issued Insured Revenue Series 2010A-1 bonds in the principal amount of $3,735,000, which 

mature on July 1, 2025. DASNY also issued Series 2010A-2 bonds in the principal amount of 

$80,000, which matured on July 1, 2012. Bond payments, including interest and principal, are 

required to be made monthly to The Bank of New York Mellon, which maintains a debt service 

reserve fund account and makes semi-annual installments January 1 and July 1 of each year. The 

bonds bear interest ranging from 1.5% to 5% per annum. The principal amount outstanding at 

June 30,2014 was $2,300,000. 

In April 2012, under the terms of the agreement, DASNY issued Insured Revenue Series 2012A-1 

bonds in the principal amount of $1,685,000 at a premium of $72,091. DASNY also issued 2012A-2 

bonds in the principal amount of $65,000. Series 2012A-1 and 2012A-2 bonds mature on July 1, 

2027 and July 1, 2014, respectively. Bond payments, including interest and principal, are required 

to be made monthly to The Bank of New York Mellon, which maintains a debt service reserve fund 

account and makes semi-annual installments January 1 and July 1 of each year. The Series 2012A-

1 bond bears interest ranging from 3% to 5% per annum. The Series 2012A-2 bond bears interest at 

1.75% per annum. The principal amounts outstanding on the Series 2012A-1 and Series 2012A-2 

bonds at June 30, 2014 were $1,510,000 and $-0-, respectively. The unamortized premium on the 

Series 2012A-1 bonds at June 30,2014 was $62,478. 

(b) IDA 

On March 2, 2005, DD entered into a capital lease financing agreement with NYC Industrial 

Development Agency ("IDA"). Under the terms of the agreement, IDA issued $2,690,000 of 

Series 2005A term bonds, net of bond discount of $47,755. Interest rates range from 2% to 3% and 

mature in 2020. Bond payments, including interest and principal, are required to be made monthly 

to Bank of New York Mellon, which maintains a debt service reserve fund account and makes semi

annual installments January 1 and July 1 of each year. The principal amount outstanding at 

June 30, 2014 was $1,115,000. 

On June 9, 2006, Services for the Underserved, Inc. entered into a capital lease financing 

agreement with NYC Industrial Development Agency ("IDA"). Under the terms of the agreement, 

IDA issued an aggregate of $1,679,077 of Series 2006 C-1 and C-2 term bonds, at interest rates 

ranging from 4.15% to 6.05% and mature in 2031. Bond payments, including interest and principal, 

are required to be made semiannually to the Bank of New York Mellon, which maintains a debt 

service reserve fund account and makes semiannual installments January 1 and July 1 of each 

year. The principal amount outstanding at June 30,2014 was $1,293,065. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

In October 2007, DD entered into a capital lease financing agreement with IDA. Under the terms of 
the agreement, IDA issued $3,695,000 of Series 2007B term bonds at a discount of $73,900. 
Interest rates range from 4.87% to 5.29% and mature in 2022. Bond payments, including interest 
and principal, are required to be made monthly to the Bank of New York Mellon, which maintains 
a debt service reserve fund account and makes semi-annual installment payments on January 1 
and July 1 of each year. The principal amount outstanding at June 30,2014 was $1,987,500. 

In addition to the construction cost of the projects, bond proceeds were used to pay bond 
issuance costs of $823,773 for DASNY and $867,173 for IDA, respectively, which are being 
amortized over the lives of the bonds. At June 30, 2014, $111,985 of amortized bond costs is 
included in deprec iation and amo rtization. 

Future mini mum debt service payments are as follows: 

Year ending June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 

Plus: Unamortized premium 

11. Transactions With Related Parties 

$ 1,465,000 
1,080,000 
1,015,000 
1,025,000 
1,060,000 
5,865,565 

11,510,565 
62,478 

$11,573,043 

(a) Based on a written agreement in February 2002, SUS receives partnership management fees 
from the DeWitt Avenue Supportive Housing Project owned by New Life Homes, Limited 
Partnershi p ("NLHLP"). The Partnership has one general partner, New Life Homes, Inc., which has 
a 0.01% interest. The sole shareholder of New Life Homes, Inc. is New Life Homes Housing 
Development Fund Corporation ("HDFC"). SUS is the sole member of SUS - Mental Health 
Programs, Inc. which, in turn, is the sole member of the HDFC. The limited partner of NLHLP is 
the National Equity Fund - 1999 Limited Pa rtnershi p, which has a 99.99% interest. 

During fiscal year end 2014, NLHLP provided $169,861 in development fee to SUS-Mental Health 
Programs, Inc. to be used to fund a social reserve. As of June 30, 2014, the total amount SUS
Mental Health Programs, Inc. received from NLHLP was $569,861. 

SUS is entitled to an annual partnership management fee of 6.7% of gross potential income. SUS 
received management fees of $34,583 from New Life Homes, LP for the year ended June 30, 2014. 
At June 30, 2014, SUS had a payable and a receivable of $108,549 and $51,248, respectively, to 
NLHLP. 

(b) SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is the sole 
member of Macombs Road Housing Development Fund Corporation ("Macombs HDFC") and 
Macombs HDFC owns all the outstanding shares of Macombs Road Housing G.P., Inc. ("Macombs 
HGP") which is the general partner of Macombs Road Housing L.P. ("Macombs HLP"). Macombs 
HGP has a 0.01% interest in Macombs HLP. The limited partner of Macombs HLP is Enterprise BB 
Fund I, LP which has a 99.99% interest. 
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Notes to Combined Financial Statements 

Macombs HLP was formed to own and operate a supportive housing program. SUS shares common 
staff with Macombs HLP and is entitled to be reimbursed for costs incurred related to the 
operation of the Macombs Supportive Housing Program. SUS is entitled to an annual partnership 
management fee of 8% of gross potential income. SUS had a payable and a receivable of 
$1,093,181 and $1,193,633, respectively, to Macombs HLP as of June 30,2014. 

(e) SUS is the sole member of SUS· Mental Health Programs, Inc. which, in turn, is the sole 
member of Mother Gaston Housing Development Fund Company, Inc. ("Mother Gaston HDFC") and 
Mother Gaston HDFC owns all the outstanding shares of Mother Gaston Housing G.P. Inc. ("Mother 
Gaston HGP") which is the general partner of Mother Gaston Housing L.P. ("Mother Gaston HLP"). 
Mother Gaston HGP has a 0.01% interest in Mother Gaston HLP. The limited partner of Mother 
Gaston HLP is Richman Asset Management, Inc. which has a 99.99% interest. 

Mother Gaston HLP was formed to own and operate a supportive housing program. SUS shares 
common staff with Mother Gaston HLP and is entitled to be reimbursed for costs incurred related 
to the operation of the Mother Gaston Supportive Housing Program. SUS is entitled to an annual 
partnership management fee of 8% of gross potential income. SUS received management fees of 
$39,000 'from Mother Gaston L.P. for the year ended June 30, 2014. SUS had a payable and a 
receivable from Mother Gaston HLP of $4,160 and $5,478, respectively, as of June 30, 2014. 

(d) SUS is the sole member of SUS-Mental Health Programs Inc. which, in turn, is the sole 
member of 21 Truxton Street Housing Development Fund Corporation ("Truxton HDFC"). Truxton 
HDFC owns all of the outstanding shares of 21 Truxton Street G.P, Inc. ("Truxton, G.P.") which is 
the general partner of 21 Truxton Street, L.P. ("Truxton L.P."). The interest of Truxton G.P. in 
Truxton L.P. is 0.01%. The limited partner of Truxton L.P. is The Bank of America Housing Fund IX 
Limited Partnership, LLP which has a 99.9% interest. 

Truxton L.P. was formed to own and operate supportive housing programs. SUS and SUS-Mental 
Health Programs, Inc. share common staff with Truxton L.P. and SUS is entitled to be reimbursed 
for costs incurred related to the operation of Truxton L.P. For the year ended June 30, 2014, SUS 
did not receive any income from Truxton L.P. SUS had a receivable from Truxton L.P. for $429,087 
as of June 30, 2014. 

The financial statements of NLHLP, Macombs HLP, Mother Gaston HLP and Truxton L.P. have not 
been combined with SUS, as the limited partners have substantive participating rights which 
effectively give them the ability to participate in significant decision making activities during the 
ordinary course of business. 

12. Transfer of Membership 

Family Residences Et Essential Enterprises, Inc. ("FREE") entered into an agreement in August 2010 
that substitutes FREE for SUS as sole member of the CDCH Preschoo land CDCH Charter School. 
The agreement also provides that FREE replace SUS in its relationship with CDCH Foundation. The 
agreement with respect to CDCH Preschool closed on September 1, 2010, and the remaining parts 
of the agreement for CDCH Charter School closed on October 27, 2010. As consideration for the 
agreement, FREE paid SUS the balances due to SUS by CDCH Preschool and CDCH Charter School at 
closing, subject to a ten-year promissory note of $500,000 issued at prime plus 1.5%. The note 
receivable from FREE was $173,511, net of allowance for bad debt of $326,489 at June 30,2014. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

13. Pension Plan 

Upon termination of the Services for the Underserved, Inc. 401 (k) and Profit Sharing Plan on 
December 31, 2008, SUS established a 403(b) defined contribution plan on January 1, 2009 
covering all eligible employees of SUS. The plan is administered by SUS. The plan is subject to the 
provisions of the Employee Retirement Income Security Act of 1974 ("ERISA "). 

Employer contributions to the 403 (b) plan are discretionary and may vary from year to year. There 
were no employer contributions to the 403(b) plan for the year ended June 30,2014. 

SUS adopted a deferred compensation retirement plan (the "457 Plan") under Section 457(0 of 
the Internal Revenue Code. The 457 Plan is intended to provide deferred compensation for a group 
of SUS management employees. SUS contributed $93,660 to the 457 Plan for the year ended 
June 30, 2014. 

14. Deferred Revenue 

Deferred revenue consi sts of the following: 

June 30, 2014 
Construction and acquisition costs for the Montrose, Marcy Avenue and 

Briarwood facilities which were financed by grants from the State of New 
York, Office of Mental Health ("OMH"), which stipulated that SUS will take 
title to the land and buildi ng after 20 years of meeting operational 
requirements 

Various Mental Health Program contract advances for fiscal year 2015 
Additional OMH funding received for capital improvements for various Mental 

Health Prog ram facilities 
Various AIDS services contract advances for fiscal year 2015 
Surplus income generated from Home Attendant Program 
Other deferred revenue 

15. Temporarily Restricted Net Assets 

SUS has temporarily restricted net assets that are available for the following purposes: 

June 30, 2014 
Hotel Majestic and capital expenditure s for Services for the UnderServed -

Mental Health Programs, Inc. 
Veteran's employment and housing services 
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$4,111,834 
782,560 

367,136 
549,631 

1,032,355 
150,651 

$6,994,167 

$2,117,457 
428,549 

$2,546,006 

Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

SUS's net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows: 

June 30, 2014 
Hotel Majestic and capital expenditure s for Servi ces for the UnderServed -

Mental Health Programs, Inc. 
Veteran's employment and housing services 
Recovery of Far Rockaway facility following Hurricane Sandy 

16. Commitments and Contingencies 

(a) Leases 

$230,624 
286,451 
300,000 

$817,075 

SUS is obligated under various lease agreements for the use of several residential apartments, 
office space, eqUipment and vehicles. SUS has the option to renew certain leases upon expiration. 
Rental expense was $11,718,189 for the year ended June 30, 2014. The minimum future annual 
rental payments are as follows: 

Year ending June 30, 
2015 
2016 
2017 
2018 
2019 
Thereafter 

Total 

S 8,663,508 
5,525,546 
3,638,998 
2,069,181 
1,871,834 
4,287,068 

$26,056,135 

(b) SUS is a defendant in various legal actions arising out of the normal course of its operations, 
the final outcome of which cannot presently be determined. SUS management is of the opinion 
that the ultimate liability, if any, with respect to all of these matters will not have a material 
adverse effect on SUS's financial position. 

17. Transfer to Funding Source 

On March 31, 2011, HRA did not renew its contract for the provision of home attendant services 
with SUS - Home Attendant Program, Inc. ("SUS-HA"). All clients were transferred to other 
providers in April 2011. Pursuant to the agreement between HRA and SUS-HA, the costs incurred 
to discontinue the program's operations are funded by HRA by the reduction of the payable 
balance between SUS-HA and HRA. HRA will continue to fund these costs until the program is fully 
liquidated. For the year ended June 30, 2014, the costs incurred for discontinuing operations were 
$125,664. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

18. Workers' Compensation Assessment Payable Settlement 

Between 1999 and 2003, SUS participated in a group self-insurance trust (the "Trust") along with 
multiple other agencies in the human services, not-for-profit sector. On December 31, 2010, the 
Trust was terminated with a deficiency of assets. The Trust billed all former members of the Trust 
with an assessed portion of the total deficit. SUS's assessment was $537,502 and it was recorded 
by SUS in the year ended June 30, 2011. 

In July 2011, the State of New York Workers' Compensation Board (the "Board") assumed the 
administration and final distribution of the assets and liabilities of the Trust. Following a forensic 
audit, the Board issued newly calculated assessments and they were higher than those formerly 
issued by the Trust. The new assessment for SUS was $733,530. The increase in the assessment of 
$196,028 was recorded in the year ended June 30, 2013. Payments made in 2014 toward the 
assessment amounted to $-0-. The amount outstanding at June 30, 2014 was $678,837. 

The liability of former members for Trust deficits is "joint and several". While SUS has recorded 
the full amount of the assessments calculated by the Board, default by other members of the 
Trust could create future assessments for non- defaulting members. In light of the expansive 
authority of the Board to recover assessments from all former members, SUS believes the 
likelihood of an additional assessment is remote. 

19. Losses and Recoveries Related to Hurricane Sandy 

In October 2012, an SUS facility located in Far Rockaway, Queens was impacted by Hurricane 
Sandy. The costs incurred by SUS as a result of Hurricane Sandy included clean-up, relocation of 
residents to temporary quarters, capital reconstruction and mitigation measures. The building was 
vacated prior to the storm and reoccupied in December 2013 after the reconstruction. During 
2014, operating expenses incurred as a result of Hurricane Sandy amounted to $630,855 and 
capital reconstruction costs amounted to $2,351,667. During 2013, the expenses incurred were 
$906,501 and $678,370, respectively. These costs will be recovered through disaster relief 
awarded by FEMA, by certain block grants from New York State, by funding from the New York 
State Office of Mental Health and by grants from private sources. As of June 2014, the accounts 
receivable related to Sandy amounted to approximately $2.4 million. 

20. Subsequent Events 
On June 10, 2014, SUS and Palladia Inc. ("Palladia") executed a non-binding letter of intent 
related to SUS becoming sole corporate member of Palladia. After execution of the letter of 
intent, SUS and Palladia entered a period of exclusive due diligence. The Board of Directors of 
both SUS and Palladia approved the mem bership transaction and it closed on December 4, 2014. 

Palladia is a community-based, multi-site human services agency serving individuals and families 
(men, women and children) whose problems stem from various sources including substance abuse, 
homelessness, HIV / AIDS disease, mental illness, criminality, and/or domestic violence. Palladia 
offers a wide range of services along a continuum of care from outreach, prevention and 
treatment through transitional and permanent housing. These services are designed to promote 
independence and responsible living. Palladia revenues in 2014 were approximately $44 million. 
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Notes to Combined Financial Statements 

SUS has evaluated subsequent events through December 17, 2014, which is the date these 
combined financial statements were available to be issued. No events arose during the period 
which required additional disclosures. 
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Services for the UnderServed and Affiliated Organizations 

Combining Statement of Financial Position 
(with comparative totals for 2013) 

sus -
Services for the SUS - Mental Developmental SUS - SUS - SUS -

Underserved, Health Disabilities SUS - AIDS Home Attendant Home Care Urgent Housing Total 
Inc. Programs, Inc. Services, Inc. Services, Inc. Program, Inc. Services, Inc. Programs, Inc. Eliminations 2014 2013 

Assets 
Cash and cash equivalents 5,383,270 $ 1,301,979 $ 39,830 6,646 $1,184,309 400 $ 7,916,434 $10,730,608 
Accounts receivable, net 119,826 6,819,658 5,901,536 1,036,445 3,037 1,227,610 15,108,112 12,612,457 
Prepaid expenses and other assets 568,565 1,326,255 133,740 164,414 698 2,193,672 1,941,195 
Bond escrow fund 160,750 160,750 179,576 
Due from affiliates, net 6,440,913 2,654,977 (7,011,475) 2,084,415 1,695,522 
Debt service reserve 483,460 1,510,266 1,993,726 1,993,726 
Deferred bond financing costs 263,462 692,052 955,514 1,067,499 
Fixed assets, net 2,614,493 16,536,460 16,415,032 265,853 366,209 36,198,047 35,546,212 

$15,873,989 $28,639,329 $24,853,206 $1,473,358 $1,184,309 $ 3,037 $1,594,917 $(7,011,475) $66,610,670 $65,766,795 

Liabilities and Net Assets (Deficit) 
Liabilities: 

Accounts payable and accrued expenses 1,831,138 $ 966,215 $ 2,776,778 187,596 $ 14,413 $ 3,037 434,413 $ 6,213,590 5,353,763 
Accrued compensation and related taxes 728,530 1,215,638 1,502,403 182,620 18,294 119,392 3,766,877 3,892,156 
Due to affiliates 326,575 1,105,990 6,078,880 33,576 119,247 90,359 689,413 (7,011,475) 1,532,565 1,194,459 
Due to clients 122,931 50,155 173,086 262,284 
Other liabilities 31,636 759,107 790,743 544,106 
Deferred revenue 148,445 5,261,530 2,206 549,631 1,032,355 6,994,167 10,320,317 
Due to government agencies 1,866,210 223,566 386 2,090,162 2,051,019 
Workers' compensation assessment payable 

settlement 678,837 678,837 678,837 
Lines of credit 3,573,675 3,573,675 3,136,187 
Mortgages payable 6,524,339 346,500 6,870,839 7,754,243 
Loan payable 1,100,000 1,100,000 
Bonds payable 3,328,065 8,244,978 11,573,043 13,062,850 

Total Liabilities 10,646,901 19,021,960 19,225,466 953,423 1,184,309 93,396 1,243,604 (7,011,475 ) 45,357,584 48,250,231 
Commitments and Contingencies 
Net Assets (Deficit): 

Unrestricted 5,141,420 7,157,031 5,627,740 519,935 (90,359) 351,313 18,707,080 15,008,483 
Temporarily restricted 85,668 2,460,338 2,546,006 2,508,081 

Total Net Assets (Deficit) 5,227,088 9,617,369 5,627,740 519,935 (90,359) 351,313 21,253,086 17,516,564 

$15,873,989 $28,639,329 $24,853,206 $1,473,358 $1,184,309 $ 3,037 $1,594,917 $(7,011,475) $66,610,670 $65,766,795 
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Year ended June 30, 

Public Support and Revenue: 
Medicaid income 
Contract revenue 
Rental income 
Participant fees 
Contributions 
Special events: 

Gross receipts 
Less: Cost of special events 

Management fees 
Other 

Total Public SUE!E!ort and Revenue 
Expenses: 

Program services: 
Mental Health Programs, Inc. 
Developmental Disabilities Services, Inc. 
AIDS Services, Inc. 
Urgent Housing Programs, Inc. 

Total Program Services 
Supporting services: 

Fundraising 
Manasement and seneral 

Total SUE!E!orting Services 

Total EXE!enses 

Excess (Deficit) of Public Support and Revenue OVer Expenses From 
Continuing Operations Before Gain (Loss) From Discontinuing 
°eerations 

Gain (Loss) From Discontinuing Operations: 
Expenses - Home Attendant Program 
Transfer to funding sources 

Change in Net Assets After Gain (Loss) From Discontinuing Operations 
Other Changes: 

Assessment from default on workers' compensation trust 
Asset imE!airment 

Change in Net Assets 
Net Assets (Deficit), Beginning of Year 

Net Assets (Deficit), End of Year 

Services for the UnderServed and Affiliated Organizations 

Combining Statement of Activities 
(with comparative totals for 2013) 

Services for SUS - SUS -
the SUS - Mental Developmental SUS - AIDS Home 

Underserved , Health Disabilities Services, Attendant 
SUS -

Home Care 
Inc. Programs, Inc. Services, Inc. Inc. Programs, Inc. Services, Inc. 

$ 4,859,109 $38,657,207 $ 
28,454,263 5,370,297 

829,801 
4,513,960 2,368,743 344,843 

970,940 675,000 

258,556 
(265,432) 

6,435,042 
752,425 (6,817) 157,255 

8,981,332 38,495,515 41,183,205 5,715,140 

33,862,018 
37,228,627 

5,410,008 

33,862,018 37,228,627 5,410,008 

417,490 
7,437,884 2,491,534 3,380,033 342,269 

7,855,374 2,491,534 3,380,033 342,269 

7,855,374 36,353,552 40,608,660 5,752,277 

1,125,958 2,141,963 574,545 (37,137) 

(125,664) 
125,664 

1,125,958 2,141,963 574,545 (37,137) 

1,125,958 2,141,963 574,545 (37,137) 
4,101,130 7,475,406 5,053,195 557,072 (90,359) 

$5,227,088 $9,617,369 $5,627,740 $ 519,935 $ $(90,359) 
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SUS Urgent 
Housing Total 

Program, Inc. Eliminations 2014 2013 

$ $43,516,316 $38,639,001 
5,688,003 39,512,563 33,474,649 

(829,801 ) 
7,227,546 7,008,266 
1,645,940 470,665 

258,556 552,481 
(265,432) (428,253) 

(6,297,929) 137,113 289,677 
902,863 305,771 

~88,003 _j7,127,730) 92,935,465 80,312,257 

(472,186) 33,389,832 29,288,884 
(314,791) 36,913,836 33,132,132 

(42,824) 5,367,184 6,104,842 
5,672,717 5,672,717 3,360,074 

5,672,717 (829,801 ) 81,343,569 71,885,932 

417,490 254,418 
84,093 (6,297,929) 7,437,884 5,612,411 

84,093 (6,297,929) 7,855,374 5,866,829 

5,756,810 (7,127,730) 89,198,943 77,752,761 

(68,807) 3,736,522 2,559,496 

(125,664) (135,663) 
125,664 135,663 

(68,807) 3,736,522 2,559,496 

(196,028) 
(3,012,000) 

(68,807) 3,736,522 (648,532) 
420,120 17,516,564 18,165,096 

$ 351,313 $ $21,253,086 $17,516,564 
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The report accompanying these flnandal statements was Issued by 

BOO USA, LLP, a Delaware limited liability partnership and the U.S. member 
of BOO International Limited. a UK company limited by guarantee. 
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Independent Auditor's Report 

To the Board of Directors 
Services for the UnderServed 

and Affiliated Organizations 
New York, New York 

Tel. .2128858000 
Fax: .212697·1299 
www.bdo.com 

100 Park Avenue 
New York. NY 10017 

We have audited the accompanying combined financial statements of Services for the 
UnderServed and Affiliated Organizations ("SUS"), which comprise the combined statement of 
financial position as of June 30, 2013, and the related combined statements of activities, 
functional expenses and cash flows for the year then ended, and the related notes to the 
combined financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these combined financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of combined financial statements that are free 
from material misstatement, whether due to fraud or error. 

Auditar's Respansibility 

Our responsibility is to express an opinion on these combined financial statements based on our 
audit. We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the combined financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the combined financial statements. The procedures selected depend on the 
auditor's judgment, including the assessment of the risks of material misstatement of the 
combined financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity's preparation and fair presentation 
of the combined financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the combined financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

BOO USA, UP "Delaware limited liability polrtncnhip, is the U.1. member 01 BOO Intematiooll LImited a UK company limited by lIWHllntee, and forms part 
of the intcmat/OOdl 8DO nctworll 01 independent member firms 

BOO Is the brand name lor the BOO network and for each of the BOO Member Finm •. 
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IBDO 

Opinion 

In our opinion, the combined financial statements referred to above present fairly, in all 
material respects, the financial position of Services for the UnderServed and Affiliated 
Organizations as of June 30, 2013, and the changes in their net assets and their cash flows for 
the year then ended in accordance with accounting principles generally accepted in the United 
States of America. 

Report on Summarized Comparative Information 

We have previously audited Services for the UnderServed and Affiliated Organizations' 2012 
combined financial statements, and we expressed an unmodified audit opinion on those audited 
combined financial statements in our report dated January 7, 2013. In our opinion, the 
summarized comparative information presented herein as of and for the year ended June 30, 
2012 is consistent, in all material respects, with the audited combined financial statements 
from which it has been derived. 

i3bO US"! LU" 
1 

December 16, 2013 

4 

Services for the UnderServed and Affiliated Organizations 

Combined Statement of Financial Position 
(with comparative totals for 2012) 

June 3D, 
Assets 
Cash and cash equivalents (Note 2) 
Accounts receivable, net of allowance for doubtful accounts 

of $3,290,101 and $3,742,647 for 2013 and 2012, 
respectively (Notes 2 and 7) 

Prepaid expenses and other assets (Note 3) 
Bond escrow fund (Note 4) 
Due from affiliates (Note 10) 
Debt service reserve (Note 4) 
Deferred bond financing costs (Note 9) 
Fixed assets, net (Notes 2, 5, 7, 8 and 9) 

Liabilities and Net Assets 
liabilities: 

Accounts payable and accrued expenses 
Accrued compensation and re lated taxes 
Due to affiliates (Note 10) 
Due to clients 
Other liabilities 
Deferred revenue (Note 12) 
Due to governmental agencies (Note 6) 
Workers' compensation assessment payable settlement 

(Note 17) 
Lines of credit (Note 7) 
Mortgages and loans payable (Note 8) 
Bonds payable (Note 9) 

Total Liabilities 
Commitments and Contingencies 

(Notes 5, 7,11,12,13,15,16 and 17) 
Net Assets: 

Unrestricted (Note 16) 
Temporarily restricted (Note 14) 

Total Net Assets 

2013 

$10,730,608 

12,612,457 
1,941,195 

179,576 
1,695,522 
1,993,726 
1,067,499 

35,546,212 

$65,766,795 

$ 5,353,763 
3,892,156 
1,194,459 

262,284 
544,106 

10,320,327 
2,051,019 

678,837 
3,136,187 
7,754,243 

13,062,850 

48,250,231 

15,008,483 
2,508,081 

17,516,564 

$65,766,795 

2012 

$ 9,623,798 

8,096,121 
1,965,820 

168,958 
2,092,192 
1,993,726 
1,194,287 

37,453,557 

$62,588,459 

$ 4,301,684 
3,716,056 
1,961,009 

379,546 
29,350 

6,785,141 
2,977,185 

505,598 
620,000 

8,584,138 
14,563,656 

44,423,363 

15,604,492 
2,560,604 

18,165,096 

$62,588,459 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Activities 
(with comparative totals for 2012) 

Year ended June 30, 
Temporarily Totals 

Unrestricted Restricted 2013 2012 
Public Support and Revenue: 

Medicaid income $38,639,001 $ $38,639,001 $36,442,479 
Contract revenue 33,474,649 33,474,649 26,180,389 
Participant fees 7,008,266 7,008,266 6,929,695 
Contributions 220,665 250,000 470,665 386,606 
Special events: 

Gross receipts 552,481 552,481 374,000 
Less: Cost of special events (428,253) (428,253) (418,243) 

Management fees (Note 10) 289,677 289,677 127,065 
Other 305,771 305,771 310,640 
Net assets released from restrictions 

(Note 14) 302,523 (302,523) 

Total Public Su~~ort and Revenue 80,364,780 (52,523) 80,312,257 70,332,631 
Expenses: 

Program services: 
SUS · Mental Health Programs, Inc. 29,288,884 29,288,884 25,895,223 
SUS · Developmental Disabilities 

Services, Inc. 33,132,132 33,132,132 31,417,011 
SUS - AIDS Services, Inc. 6,104,842 6,104,842 5,836,901 
SUS · Ur!!ent Housin!! Pro!!rams, Inc. 3,360,074 3,360,074 

Total Prolram Services 71,885,932 71,885,932 63,149,135 
Supporting services: 

Fundraising 254,418 254,418 220,000 
Manasement and seneral 5,612,411 5,612,411 6,185,573 

Total Su~~ortlnll Services 5,866,829 5,866,829 6,405,573 

Total Ex~enses 77,752,761 77,752,761 69,554,708 

Excess (Deficit) of Public Support 
and Revenue Over Expenses 
From Continuing Operations 
Before Gain (Loss) From 
Dlscontlnulnll O~eratlons 2,612,019 (52,523) 2,559,496 777,923 

Gain (Loss) From Discontinuing 
Operations: 

Expenses · Home Attendant Program 
(Note 16) (135,663) (135,663) (515,418) 

Transfer from fundin!! sources (Note 16) 135,663 135,663 515,418 

Change In Net Assets After Gain 
(Loss) From Discontinuing 
Operations 2,612,019 (52,523) 2,559,496 777,923 

Other Changes: 
Assessment from default on workers· 

compensation trust (Note 17) (196,028) (196,028) 
Asset im~airment (Notes 5 and 18) (3,012,000) (3,012,000) 

Change In Net Assets (596,009) (52,523) (648,532) 777,923 
Net Assets, Belllnnlnll of Year 15,604,492 2,560,604 18,165,096 17,387,173 

Net Assets, End of Year $15,008,483 $2,508,081 $17,516,564 $18,165,096 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Cash Flows 
(with comparative totals for 2012) 

Year ended June 30, 
Cash Flows From Operating Activities: 

Change in net assets 
Adjustments to reconcile change in net assets to net 

cash provided by operating activities: 
Depreciation and amortization 
Asset impairment 
Provisions for bad debt 
Changes in operating assets and liabilities: 

(Increase) decrease in: 
Accounts receivable 
Prepaid expenses and other assets 
Due from affiliates 
Deferred bond financing costs 

Increase (decrease) in: 
Accounts payable and accrued expenses 
Accrued compensation and related taxes 
Due to affiliates 
Due to clients 
Other liabilities 
Deferred revenue 
Due to governmental agencies 
Workers' compensation assessment payable 

settlement 

Net Cash Provided By Operating Activities 
Cash Flows From Investing Activities: 

Purchase of fixed assets 
Cash Flows From Financing Activities: 

Bond escrow fund 
Debt service reserve fund 
Payments of bond principal 
Payments of line of credit 
Payments of mortgages and loans payable 
Proceeds from bonds payable 
Proceeds from line of credit 

Net Cash Provided By (Used In) 
Financing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

Supplemental Disclosure of Cash Flow Information: 
Cash paid for interest 

2013 

$ (648,532) 

2,694,659 
3,012,000 

(4,516,336) 
24,625 

396,670 

1,052,078 
176,100 

(766,550) 
(117,262) 
514,756 

3,535,187 
(926,166) 

173,239 

4,604,468 

(3,672,526) 

(10,618) 

(1,500,806) 
(220,000) 
(829,895) 

2,736,187 

174,868 

1,106,810 
9,623,798 

$10,730,608 

$ 1,159,899 

2012 

S 777,923 

2,833,063 

86,233 

34,520 
(379,963) 
(518,391 ) 
(112,598) 

31,798 
460,282 
354,848 
(38,965) 
27,483 

(1,263,409) 
(892,951 ) 

(31,904) 

1,367,969 

(2,987,079) 

(4,184) 
(135,945) 

(1,482,037) 
(1,471,191 ) 

(827,771) 
1,822,091 

620,000 

(1,479,037) 

(3,098,147) 
12,721,945 

S 9,623,798 

S 1,222,492 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

1. Nature of Organization 

Services for the UnderServed and Affiliated Organizations ("SUS") was established in 1978 and 
currently serves approximately 7,500 people with special needs in New York City, primarily in 
Brooklyn, the Bronx, and Queens. SUS, through its affiliate corporations, provides a wide range of 
programs and services, tailoring them to meet the needs, goals and preferences of the persons 
they serve. These services include residential, day programs, peer advocacy, employment 
services, home care, and harm reduction education. Services are provided to: 

• Elderly and/or disabled individuals 

• Persons with a mental illness 

• Individuals with HIV / AIDS 

• Adults with a developmental disability 

• Homeless and marginalized individuals 

2. Summary of Significant Accounting Policies 

(a) Principles of Combination 

The combined financial statements include the accounts of SUS and affiliated organizations which 
are affiliated through common Board membership, common management and/or common 
ownership. All material intercompany transactions and balances have been eliminated. The 
following entities are included in the combined financial statements: 

Services for the UnderServed, Inc. (corporate). 

SUS · Mental Health Programs, Inc. 

SUS · Developmental Disabilities Services, Inc. 

SUS · AIDS Services, Inc. 

SUS - Home Attendant Program, Inc. 

SUS - Home Care Services, Inc. (There were no expenses or revenues for the year ended June 30, 
2013). 

SUS - Urgent Housing Programs, Inc. 

SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is related to other 
affiliates, New Life Homes Housing Development Fund Corporation, Macombs Road Housing 
Development Fund Corporation, Mother Gaston Housing Development Fund Company, Inc. and 21 
Truxton Street Housing Development Fund Corporation; however, it is not presented in these 
combined financial statements since it does not meet the criteria for consolidation. 

(b) Basis of Presentation 

The combined financial statements have been prepared on the accrual basis of accounting and 
conform to accounting principles generally accepted in the United States of America, as 
applicable to not-for-profit organizations. In the statement of financial position, assets and 
liabilities are presented in order of liquidity or conversion to cash and their maturity resulting in 
the use of cash, respectively. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(c) Financial Statement Presentatian 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions. It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those classes of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by SUS and affiliated organizations is limited by donor-imposed stipulations 
that neither expire by passage of time nor can be fulfilled or otherwise removed by actions 
of SUS and affiliated organizations. 

(ii) Temporarily Restricted - Net assets resulting from contributions and other inflows of 
assets whose use by SUS and affiliated organizations is limited by donor-imposed stipulations 
that either expire by passage of time or can be fulfilled and removed by actions of SUS and 
affiliated organizations pursuant to those stipulations. When such stipulations end or are 
fulfilled, such temporarily restricted net assets are reclassified to unrestricted net assets 
and reported in the statement of activities. 

(iii) Unrestricted - The part of net assets that is neither permanently nor temporarily 
restricted by donor-imposed stipulations. 

(d) Cash and Cash Equivalents 

SUS considers all highly liquid instruments purchased with a maturity of three months or less to be 
cash equivalents. 

(e) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets. 

The estimated useful lives of the assets are as follows: 

Buildings and building improvements 
Leasehold improvements 
Furniture and equipment 
Vehicles 

(f) Revenue Recagnitian 

25 years 
25 years 

5-7 years 
5-7 years 

Revenue from governmental grants is recognized as the expenditures for each contract are 
incurred. All grant monies received in excess of revenue earned are recorded as deferred revenue. 
Revenue from fees for service programs is recognized as they are earned (services are provided 
daily andlor monthly). 

Reimbursements are subject to audit and retroactive adjustment by the respective third party 
fiscal intermediary. Revenue from retroactive adjustments is recognized in the year the 
adjustments are made. 

SUS receives Supplemental Security Income ("551") and Social Security Income ("SSA") payments 
for the participants. A portion of the SSIISSA payments represents the participants' contributions 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

toward the cost of goods and services and is recognized as revenue when received. The remaining 
portion of SSI/SSA represents the participants' personal allowance and is recognized as a liability 
due to clients. 

Participant fees represent the participant's personal contribution towards the cost of goods and 
services SUS is allowed to charge as regulated by Federal and state law. 

Net patient service revenue is reported at the estimated net realizable amounts from patients, 
third·party payors and others for services rendered, including estimated retroactive adjustments 
under reimbursement agreements with third-party payors. Retroactive adjustments are accrued 
on an estimated basis in the period the related services are rendered and adjusted in future 
periods, as final settlements are determined. 

(g) Contributions and Promises to Give 

Contributions and promises to give are recorded as revenue when either unsolicited cash is 
received or when donors make a promise to give. Contributions and promises to give are classified 
as either unrestricted, temporarily restricted, or permanently restricted support. 

Contributions of property and equipment are recorded at the fair market value of the property 
and equipment at the time of contribution. 

All contributions are considered to be available for unrestricted use unless specifically restricted 
by the donor. 

(h) Use of Estimates 

In preparing financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and the disclosures of contingent assets and liabilities at the date of the 
financial statements and revenues and expenses during the reported period. Actual results could 
differ from those estimates. 

(i) Comparative Financial Information 

The financial statements include certain prior year summarized comparative information. The 
statement of activities is presented in total rather than by net assets class. With respect to the 
statement of functional expenses, the prior year expenses are presented by expense classification 
in total rather than functional category. Such information does not include sufficient detail to 
constitute a presentation in conformity with generally accepted accounting principles. 
Accordingly, such information should be read in conjunction with SUS's financial statements for 
the year ended June 30, 2012 from which the summarized information was derived. 

(j) Concentration of Credit Risk 

The financial instruments that potentially subject SUS to concentration of credit risk consist 
primarily of cash and cash equivalent accounts in financial institutions which, from time to time, 
exceed the Federal Depository Insurance Coverage ("FDIC") limit. 

(k) Due to Governmental Agencies 

Due to governmental agencies consists of operational advances, retroactive rate adjustments and 
advances received from New York State Office for People With Developmental Disabilities 
("OPWDD"), the New York State Office of Mental Health ("OMH"), the New York State Department 
of Health ("DOH") and other advances due to the New York City Human Resources Administration 
("HRA"). OPWDD recoups the liability through withholdings from Medicaid remittances over a 
specified period of time. 

11 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(I) Fair Value Measurements 

Accounting Standards Codification ("ASC") 820, "Fair Value Measurement", establishes a 
framework for measuring fair value and expands the disclosures about fair value measurements. 
ASC 820 defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date in a 
principal or most advantageous market. Fair value is a market·based measurement that is 
determined based on inputs, which refer broadly to assumptions that market participants use in 
pricing assets or liabilities. These inputs can be readily observable, market corroborated, or 
unobservable. ASC 820 established a fair value hierarchy, which prioritizes the inputs to valuation 
techniques used to measure fair value in three broad levels. The standard requires that assets and 
liabilities be classified in their entirety based on the level of input that is significant to the fair 
value measurement. Assessing the significance of a particular input may require judgment 
considering factors specific to the asset or liability, and may affect the valuation of the asset or 
liability and their placement within the fair value hierarchy. SUS classifies fair value balances 
based on the fair value hierarchy defined by ASC 820 as follows: 

Levell - Valuations based on unadjusted quoted prices in active markets for identical assets or 
liabilities. An active market for the asset or liability is a market in which transactions for the asset 
or liability occur with sufficient frequency and volume to provide pricing information on an 
ongoing basis. Valuation adjustments and block discounts are not applied to Level 1 instruments. 

Level 2 - Valuations based on quoted prices in markets that are not active or for which all 
significant inputs are observable, either directly or indirectly. 

Level 3 . Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

(m) Income Taxes 

SUS was incorporated in the State of New York and is exempt from Federal and state income taxes 
under Section 501 (c)(3) of the Internal Revenue Code (the "Code") and, therefore, has made no 
provision for income taxes in the accompanying combined financial statements. In addition, SUS 
has been determined by the Internal Revenue Service not to be a "private foundation" within the 
meaning of Section 509(a) of the Code. There was no unrelated business income for the year 
ended June 30, 2013. 

Under ASC 740, "Income Taxes," an organization must recognize the tax benefit associated with 
tax positions taken for tax return purposes when it is more likely than not that the position will be 
sustained upon examination by a taxing authority. SUS does not believe it has taken any material 
uncertain tax positions and, accordingly, it has not recorded any liability for unrecognized tax 
benefits. SUS has filed for and received income tax exemptions in the jurisdictions where it is 
required to do so. Additionally, SUS has filed Internal Revenue Service Form 990 information 
returns, as required, and all other applicable returns in jurisdictions where so required. For the 
year ended June 30, 2013, there was no interest or penalties recorded or included in the 
combined statement of activities. SUS is subject to routine audits by a taxing authority. As of 
June 30, 2013, SUS was not subject to any examination by a taxing authority. Management 
believes it is no longer subject to income tax examination for the years prior to 2009. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(n) Long-Lived ond Depreciable Assets 

Contracts with funding agencies generally provide that purchases of fixed assets are expensed at 
the time of acquisition for cost reporting and reimbursement purposes although certain contracts 
contain reversion of title or similar provisions with respect to fixed assets purchased under the 
contract, principally in the event of early termination of the agreements or cancellation of the 
programs. For financial reporting purposes, such acquisitions are capitalized and depreciated over 
their estimated useful lives. Since the ongoing operation of SUS's programs is assumed, the 
resulting net assets are presented in the combined financial statements as unrestricted. 

Contributions of long-lived assets with explicit restrictions that specify how the assets are to be 
used and gifts of cash or other assets that must be used to acquire long-lived assets are reported 
as restricted support. 

(0) Impairment of Long-Lived Assets 

SUS reviews long-lived assets, including property and equipment and intangible assets, for 
impairment whenever events or changes in business circumstances indicate that the carrying 
amount of an asset may not be fully recoverable. An impairment loss would be recognized when 
the estimated future cash flows from the use of the asset are less than the carrying amount of 
that asset. For the facility damages as a result of Superstorm Sandy, SUS recorded an impairment 
loss of $3,012,000 for the year ended June 30, 2013. 

(p) Deferred Revenue 

Deferred revenue relates to preoperative costs through June 30, 2013 incurred by SUS to run 
programs and construction of new faci lities. The funding source advances SUS for said costs based 
on a budget submitted. The final payment is based upon actual expenditures. 

(q) Cost Allocation 

Management and general expenses include expenditures for the overall direction of SUS, general 
recordkeeping, business management, budgeting and related purposes. Such expenses are 
allocated to individual programs for cost reporting and reimbursement purposes in proportion to 
the direct program expenses Incurred. Certain other shared program expenses are allocated to 
individual programs using specific allocation methods. 

3. Prepaid Expenses and Other Assets 

Prepaid expenses and other assets consists of the following: 

June 30, 2013 
Security deposits 
Prepaid expenses 
Dormitory Authority of the State of New York surplus funds 
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$1,114,498 
496,725 
329,972 

$1,941,195 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

4. Debt Service Reserve and Bond Escrow Fund 

Debt service reserve represents funds held by OPWDD, Deutsche Bank Trust Company Americas 
and Bank of New York Mellon, (collectively, the "Trustee"). These funds will be applied to the last 
payment required on the mortgages with the Facilities Development Corporation ("FDC") and 
bonds due to the Dormitory Authority of the State of New York Office of Mental Health ("DASNY") 
and NYC Industrial Development Agency ("IDA"). This reserve will earn interest which will be used 
to offset SUS's obligations. As of June 30, 2013, the Trustee has $1,993,726 in debt service 
reserve. 

Bond escrow fund represents funds held by Deutsche Bank Trust Company Americas and Bank of 
New York Mellon. These funds will be applied to expenses associated with DASNY and IDA bonds. 
As of June 30, 2013, the Trustee has $179,576 in bond escrow funds. 

SUS's financial instruments are carried at fair value and have been categorized based upon a fair 
value hierarchy in accordance with ASC 820. See Note 2(1) for a discussion of SUS's policies 
regarding this hierarchy. 

SUS's publicly·traded U.S. Treasury money market funds, U.S. Treasury bills and U.S. Treasury 
notes are carried at their aggregate market value that is determined by quoted market prices. 
Each of these investments can be liquidated daily. The valuation of these investments is based on 
Level 1 inputs within the hierarchy used in measuring fair value. 

SUS's holdings in publicly·traded fixed income securities consist of U.S. government·sponsored 
agency securities. SUS's Trustee prices these investments using nationally recognized pricing 
services. Since fixed income securities other than U.S. Treasury securities generally do not trade 
on a daily basis, the pricing services prepare estimates of fair value measurements for these 
securities using their proprietary pricing applications which include available relevant market 
information, benchmark curves, benchmarking of similar securities, sector groupings and matrix 
pricing. The valuation of these investments is based on Level 2 inputs within the hierarchy used in 
measuring fair value. 

The following table presents the level within the fair value hierarchy at which SUS's financial 
assets and financial liabilities are measured on a recurring basis at June 30, 2013: 

Assets 
Money market funds 
U.S. government obligations 

Total assets 

Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1 ) 

$1,311,734 
404,285 

$1,716,019 
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Significant Other 
Observable 

Inputs 
(Level 2) 

$ 
457,283 

$457,283 

Balance as of 
June 30, 2013 

$1,311,734 
861,568 

$2,173,302 

Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

5. Fixed Assets. Net 

Major classes of fixed assets, net consist of the following: 

June 30, 2013 
Land 
Building and building improvements 
Leasehold improvements 
Furniture and equipment 
Vehicles 

Total fixed assets 
Less: Accumulated depreciation and amortization 

Fixed assets, net 

$ 2,044,297 
59,113,135 

1,532,270 
6,373,165 

524,837 

69,587,704 
(34,041,492) 

$ 35,546,212 

For the year ended June 30, 2013, depreciation and amortization expense was $2,694,659. 

One of the SUS locations was destroyed during Hurricane Sandy in October 2012. SUS entered into 
approximately $3,000,000 of capital commitments in relation to its property reconstruction. The 
remaining net book value of $3,012,000 at December 31, 2012 was written off to asset impairment 
as of June 30, 2013. Related depreciation expense of $156,235 for the period of January to June 
2013 was abolished as well. Reconstruction related costs for the total amount of $678,370 were 
capitalized at June 30, 2013. 

Three SUS projects went from the Development to the Operational phase during the second half of 
fiscal year 2013. Construction-in-progress for the total of $2,873,664 was reclassed to building and 
building improvement at June 30, 2013. 

6. Due to Governmental Agencies 

Due to governmental agencies consists of the following : 

June 30, 2013 
Other advances due to OMH and New York City to be recouped 
Other advances due to DOH 

7. Lines of Credit 

$1,902,134 
148,885 

$2,051,019 

SUS and its affiliated organizations have a $6,000,000 working capital line of credit with Bank of 
America against which $400,000 is outstanding for SUS at June 30, 2013. The line of credit 
matures on June 30, 2014 and the interest rate is equal to the prime rate (3.25%) plus 0.25%. 
There is also a quarterly fee on the unused available line of credit amount of 0.25%. The loan is 
guaranteed by SUS and all of its affiliates, collectively and individually, and is collateralized by a 
first-priority perfected securities interest in SUS's and its affiliated organizations' present and 
future accounts receivable and personal property and fixtures . 
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Notes to Combined Financial Statements 

SUS also has a $4,000,000 acquisition line of credit with Bank of America. The line of credit 
matures on June 30, 2014 and the interest rate is 0.25% in excess of the prime rate. The loan is 
guaranteed by a negative pledge on the related residence and related leased location. The total 
amount outstanding as of June 30,2013 is $2,736,187. 

8. Mortgages and Loans Payable 

Mortgages and loans payable consist of the following: 

June 30, 2013 
Mortgage payable to Dormitory Authority of the State of New York ("DASNY") • OMH, 

due December 1, 2015, payable in semiannual payments of $40,897, including interest 
at 7.72% per annum, secured by real estate located on Patchen Avenue, Brooklyn, 
New York 

Mortgage payable to DASNY - OMH, due June 1, 2019, payable in semiannual payments 
of $56,065, including interest at 6.21% per annum, secured by real estate located on 
St. Marks Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2019, payable in semiannual payments 
of $47,400, including interest at 6.20% per annum, secured by real estate located on 
Patchen Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due December 1, 2020, payable in semiannual 
payments of $144,024, including interest at 5.58% per annum, secured by real estate 
located on Knickerbocker Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2023, payable in semiannual payments 
of $33,222, including interest at 5.40% per annum, secured by real estate located on 
Classon Avenue, Brooklyn, New York 

Mortgage payable to DASNY - OMH, due June 1, 2022, payable in semiannual payments 
of $272,229, including interest at 5.27% per annum, secured by real estate located on 
Beach 85th Street, Queens, New York 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payments of approximately $30,000, including interest at 6.16% per 
annum, secured by real estate located on Cornelia Street, Brooklyn, New York. 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payment of approximately $33,000, including interest at 6.16% per 
annum, secured by real estate located on 45th Avenue, Flushing, New York. 

Mortgages and loans payable mature as follows: 

Year ended June 30, 
2014 
2015 
2016 
2017 
2018 
Thereafter 
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$ 180,428 

554,526 

468,774 

1,745,735 

507,940 

3,860,340 

176,500 

260,000 

$7,754,243 

S 883,406 
929,480 
943,875 
959,468 
951,199 

3,086,815 

$7,754,243 

Services for the UnderServed and Affiliated Organizations 

9. Bonds Payable 

(a) DASNY 

Notes to Combined Financial Statements 

On June 25, 2003, the Services for the Underserved • Developmental Disabilities Services, Inc. 
("DD") and Services for the Underserved, Inc. entered into an agreement with DASNY. 

Under the terms of the agreement, DASNY has issued Insured Revenue Series 2003A and 
Series 2003B bonds in the aggregate principal amount of $9,545,000, which mature July 1, 2023. 
Bond payments, including interest and principal, are required to be made monthly to Deutsche 
Bank Trust Company Americas, which maintains a debt service reserve fund account and makes 
semi·annual installments January 1 and July 1 of each year. The Series 2003A bonds bear interest 
ranging from 3.0% to 5.125%, net interest cost of 4.675% per annum. The Series 2003B bonds bear 
interest at 5.38% per annum. The principal amount outstanding at June 30, 2013 was $3,885,000. 

In March 2010, DD entered into a loan agreement with DASNY. Under the terms of the agreement, 
DASNY issued Insured Revenue Series 2010A·l bonds in the principal amount of $3,735,000, which 
mature on July 1, 2025. DASNY also issued Series 2010A·2 bonds in the principal amount of 
$80,000, which matured on July 1, 2012. Bond payments, including interest and principal, are 
required to be made monthly to Deutsche Bank Trust Company Americas, which maintains a debt 
service reserve fund account and makes semi·annual installments January 1 and July 1 of each 
year. The bonds bear interest ranging from 1.5% to 5% per annum. The principal amount 
outstanding at June 30, 2013 was $2,680,000. 

In April 2012, under the terms of the agreement, DASNY issued Insured Revenue Series 2012A-l 
bonds in the principal amount of $1,685,000 at a premium of $72,091. DASNY also issued 2012A·2 
bonds in the principal amount of $65,000. Series 2012A-l and 2012A-2 bonds mature on July 1, 
2027 and July 1, 2013, respectively. Bond payments, including interest and principal, are required 
to be made monthly to Deutsche Bank Trust Company Americas, which maintains a debt service 
reserve fund account and makes semi-annual installments January 1 and July 1 of each year. The 
Series 2012A- l bond bears interest ranging from 3% to 5% per annum. The Series 2012A-2 bond 
bears interest at 1.75% per annum. The principal amounts outstanding on the Series 2012A-l and 
Series 2012A-2 bonds at June 30, 2013 were $1,630,000 and $-0-, respectively. The unamortized 
premium on the Series 2012A-l bonds at June 30, 2013 was $67,285. 

(b) IDA 

On March 2, 2005 , DD entered into a capital lease financing agreement with NYC Industrial 
Development Agency ("IDA"). Under the terms of the agreement, IDA issued $2,690,000 of 
Series 2005A term bonds, net of bond discount of $47,755. Interest rates range from 2% to 3% and 
mature in 2020. Bond payments, including interest and principal, are required to be made monthly 
to Bank of New York Mellon, which maintains a debt service reserve fund account and makes semi
annual installments January 1 and July 1 of each year. The principal amount outstanding at 
June 30, 2013 was $1,250,000. 

On June 9, 2006, Services for the Underserved, Inc. entered into a capital lease financing 
agreement with NYC Industrial Development Agency ("IDA"). Under the terms of the agreement, 
IDA issued an aggregate of $1,679,077 of Series 2006 C-l and C-2 term bonds, at interest rates 
ranging from 4.15% to 6.05% and mature in 2031. Bond payments, including interest and principal, 
are required to be made semiannually to the Bank of New York Mellon, which maintains a debt 
service reserve fund account and makes semiannual installments January 1 and July 1 of each 
year. The principal amount outstanding at June 30, 2013 was $1 ,348,065. 
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Notes to Combined Financial Statements 

In October 2007, DD entered into a capital lease financing agreement with IDA. Under the terms of 
the agreement, IDA issued $3,695,000 of Series 2007B term bonds at a discount of $73,900. 
Interest rates range from 4.87% to 5.29% and mature in 2022. Bond payments, including interest 
and principal, are required to be made monthly to the Bank of New York Mellon, which maintains 
a debt service reserve fund account and makes semi-annual installment payments on January 1 
and July 1 of each year. The principal amount outstanding at June 30, 2013 was $2,202,500. 

In addition to the construction cost of the projects, bond proceeds were used to pay bond 
issuance costs of $823,773 for DASNY and $867,173 for IDA, respectively, which are being 
amortized over the lives of the bonds. At June 30, 2013, $126,788 of amortized bond costs is 
included in depreciation and amortization. 

Future minimum debt service payments are as follows: 

Year ending June 3D, 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Plus: Unamortized premium 

10. Transactions With Related Parties 

$ 1,485,000 
1,465,000 
1,080,000 
1,015,000 
1,025,000 
6,925,565 

12,995,565 
67,285 

$13,062,850 

(a) Based on a written agreement in February 2002, SUS receives partnership management fees 
from the DeWitt Avenue Supportive Housing Project owned by New Life Homes, Limited 
Partnership ("NLHLP"). The Partnership has one general partner, New Life Homes, Inc., which has 
a .01% interest. The sole shareholder of New Life Homes, Inc. is New Life Homes Housing 
Development Fund Corporation ("HDFC"). SUS is the sole member of SUS - Mental Health 
Programs, Inc. which, in turn, is the sale member of the HDFC. The limited partner of NLHLP is 
the National Equity Fund - 1999 Limited Partnership, which has a 99.99% interest. 

During fiscal year end 2013, $400,000 of the development fee was provided to SUS to be used to 
fund a social reserve. 

SUS is entitled to an annual partnership management fee of 6.7% of gross potential income. SUS 
received management fees of $34,583 from New Life Homes, LP for the year ended June 30, 2013. 
At June 30, 2013, SUS had a payable and a receivable of $55,858 and $3,988, respectively, to 
NLHLP. 

(b) Family Residences ft Essential Enterprises, Inc. ("FREE") entered into an agreement in 
August 2010 that substitutes FREE for SUS as sole member of the CDCH Preschool and CDCH 
Charter School. The agreement also provides that FREE replace SUS in its relationship with CDCH 
Foundation. The agreement with respect to CDCH Preschool closed on September 1, 2010, and the 
remaining parts of the agreement for CDCH Charter School closed on October 27, 2010. As 
consideration for the agreement, FREE paid SUS the balances due to SUS by CDCH Preschool and 
CDCH Charter School at closing, subject to a ten-year promissory note of $500,000 issued at prime 
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plus 1.5%. The note receivable from FREE was $173,511, net of allowance for bad debt of 
$326,489 at June 30, 2013. 

(e) SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is the sole 
member of Macombs Road Housing Development Fund Corporation ("Macombs HDFC") and 
Macombs HDFC owns all the outstanding shares of Macombs Road Housing G.P. , Inc. ("Macombs 
HGP") which is the general partner of Macombs Road Housing L.P. ("Macombs HLP"). Macombs 
HGP has a 0.01% interest in Macombs HLP. The limited partner of Macombs HLP is Enterprise BB 
Fund I, LP which has a 99.99% interest. 

Macombs HLP was formed to own and operate a supportive housing program. SUS shares common 
staff with Macombs HLP and is entitled to be reimbursed for costs incurred related to the 
operation of the Macombs Supportive Housing Program. SUS is entitled to an annual partnership 
management fee of 8% of gross potential income. SUS had a payable and a receivable of $784,047 
and $858,093, respectively, to Macombs HLP as of June 30, 2013. 

(d) SUS is the sole member of SUS - Mental Health Programs, Inc. which , in turn, is the sole 
member of Mother Gaston Housing Development Fund Company, Inc. ("Mother Gaston HDFC") and 
Mother Gaston HDFC owns all the outstanding shares of Mother Gaston Housing G.P. Inc. ("Mother 
Gaston HGP") which is the general partner of Mother Gaston Housing L.P. ("Mother Gaston HLP"). 
Mother Gaston HGP has a 0.01% interest in Mother Gaston HLP. The limited partner of Mother 
Gaston HLP is Richman Asset Management, Inc. which has a 99.99% interest. 

Mother Gaston HLP was formed to own and operate a supportive housing program. SUS shares 
common staff with Mother Gaston HLP and is entitled to be reimbursed for costs incurred relat ed 
to the operation of the Mother Gaston Supportive Housing Program. SUS is entitled to an annual 
partnership management fee of 8% of gross potential income. SUS received management fees of 
$43,293 from Mother Gaston L.P. for the year ended June 30, 2013. SUS had a payable and a 
receivable from Mother Gaston HLP of $28,986 and $4,548, respectively, as of June 30,2013. 

(e) SUS is the sole member of SUS-Mental Health Programs Inc. which, in turn, is the sole 
member of 21 Truxton Street Housing Development Fund Corporation ("Truxton HDFC"). Truxton 
HDFC owns all of the outstanding shares of 21 Truxton Street G.P, Inc. ("Truxton, G.P.") which is 
the general partner of 21 Truxton Street, L.P. ("Truxton L.P. ") . The interest of Truxton G.P. in 
Truxton L.P. is 0.01%. The limited partner of Truxton L.P. is The Bank of America Housing Fund IX 
Limited Partnership, LLP which has a 99.9% interest. 

Truxton L.P. was formed to own and operate supportive housing programs. SUS and SUS-Mental 
Health Programs, Inc. share common staff with Truxton L. P. and SUS is entitled to be reimbursed 
for costs incurred related to the operation of Truxton L.P. For the year ended June 30, 2013, SUS 
did not receive any income from Truxton L.P. SUS had a receivable from Truxton L.P. for $337,202 
as of June 30, 2013. 

The financial statements of NLHLP, Macombs HLP, Mother Gaston HLP and Truxton L.P. have not 
been combined with SUS, as the limited partners have substantive participating rights which 
effectively give them the ability to participate in significant decision making activities during the 
ordinary course of business. 
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Notes to Combined Financial Statements 

11. Pension Plan 

Upon termination of the Services for the Underserved, Inc. 401 (k) and Profit Sharing Plan on 
December 31, 2008, SUS established the plan on January 1, 2009 as a defined contribution plan 
covering all eligible employees of SUS. The plan is administered by SUS. The plan is subject to the 
provisions of the Employee Retirement Income Security Act of 1974 ("ERISA"). 

Employer contributions to the 403(b) plan are discretionary and may vary from year to year. There 
were no employer contributions to the 403(b) plan for the year ended June 30, 2013. 

SUS adopted a deferred compensation retirement plan (the "457 Plan") under Section 457(f) of 
the Internal Revenue Code. The 457 Plan is intended to provide deferred compensation for a group 
of SUS management employees. SUS contributed $91,260 to the 457 Plan for the year ended 
June 30, 2013. 

12. Deferred Revenue 

Deferred revenue consists of the following: 

June 30, 2013 
Construction and acquisition costs for the Montrose, Marcy Avenue and 

Briarwood facilities which were financed by grants from the State of New 
York, Office of Mental Health ("OMH"), which stipulated that SUS will take 
title to the land and building after 20 years of meeting operational 
requirements 

Various Mental Health Program contract advances for fiscal year 2014 
Additional OMH funding received for capital improvements for various Mental 

Health Program facilities 
Various AIDS services contract advances for fiscal year 2014 
Surplus income generated from Home Attendant Program 
Other deferred revenue 

13. Commitments 

Leases 

$ 4,468,517 
3,746,985 

367,136 
433,147 

1,156,097 
148,445 

$10,320,327 

SUS is obligated under various lease agreements for the use of several residential apartments, 
office space, equipment and vehicles. SUS has the option to renew certain leases upon expiration. 
Rental expense was $10,744,876 for the year ended June 30, 2013. The minimum future annual 
rental payments are as follows: 

Year ending June 30, 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Total 
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$ 8,118,028 
4,789,223 
2,322,ln 
2,036,850 
2,012,799 
6,410,595 

$25,689,672 

Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

14. Temporarily Restricted Net Assets 

SUS has temporarily restricted net assets that are available for the following purposes: 

June 30, 2013 
Hotel Majestic and capital expenditures for Services for the UnderServed -

Mental Health Programs, Inc_ 
Veteran's employment and housing services 

$2,348,081 
160,000 

$2,508,081 

SUS's net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purposes as follows: 

June 30, 2013 
Hotel Majestic and capital expenditures for Services for the UnderServed -

Mental Health Programs, Inc. 
Veteran's employment and housing services 

15. Contingencies 

$212,523 
90,000 

$302,523 

SUS is a defendant in various legal actions arising out of the normal course of its operations, the 
final outcome of which cannot presently be determined. SUS management is of the opinion that 
the ultimate liability, if any, with respect to all of these matters will not have a material adverse 
effect on SUS's financial position. 

16. Transfer to Funding Source 
On March 31, 2011, HRA did not renew its contract for the provision of home attendant services 
with SUS - Home Attendant Program, Inc. ("SUS-HA"). All clients were transferred to other 
providers in April 2011. Pursuant to the agreement between HRA and SUS-HA, the costs incurred 
to discontinue the program's operations are funded by HRA by the reduction of the payable 
balance between SUS-HA and HRA. HRA will continue to fund these costs until the program is fully 
liqUidated. For the year ended June 30, 2013, the costs incurred for discontinuing operations were 
$135,663. 

17. Workers' Compensation Assessment Payable Settlement 
Between 1999 and 2003, SUS participated in a group self-insurance trust (the "Trust") along with 
multiple other agencies in the human services, not-for-profit sector. On December 31, 2010, the 
Trust was terminated with a deficiency of assets. The Trust billed all former members of the Trust 
with an assessed portion of the total deficit. SUS's assessment was $537,502 and it was recorded 
by SUS in the year ended June 30, 2011. 
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In July 2011, the State of New York Workers' Compensation Board (the "Board") assumed the 
administration and final distribution of the assets and liabilities of the Trust. Following a forensic 
audit, the Board issued newly calculated assessments and they were higher than those formerly 
issued by the Trust. The new assessment for SUS was $733,530. The increase in the assessment of 
$196,028 was recorded in the year ended June 30, 2013. Payments made in 2012 and 2013 toward 
the assessment amounted to $54,693. The amount outstanding at June 30, 2013 was $678,837. 

The liability of former members for Trust deficits is "joint and several". While SUS has recorded 
the full amount of the assessments calculated by the Board, default by other members of the 
Trust could create future assessments for non-defaulting members. In light of the expansive 
authority of the Board to recover assessments from all former members, SUS believes the 
likelihood of an additional assessment is remote. 

18_ Losses and Recoveries Related to Superstorm Sandy 

During 2013, a major SUS facility located in Far Rockaway, Queens, New York was impacted by 
Superstorm Sandy. The costs incurred by SUS as a result of the Superstorm include cleanup, 
relocation of residents to alternative housing, capital reconstruction and mitigation measures. 
These costs will be recovered through disaster relief awarded by the Federal Emergency 
Management Agency ("FEMA") and a Social Services Block Grant awarded by New York State in 
August 2013 and October 2013, respectively. During 2013, SUS incurred cleanup and transition 
costs of $906,501 and capital reconstruction costs of $678,370 and recorded recoveries in the 
same amounts. The total cost related to restoring the facility to its pre-Sandy condition is 
$3,012,000. Reconstruction of the facility will be substantially completed by December 2013. 

19. Subsequent Events 

SUS has evaluated subsequent events through December 16, 2013, which is the date these 
combined financial statements were available to be issued. No events arose during the period 
which required additional disclosures. 

22 

Independent Auditor's Report on Supplementary Information 

Our audit of the combined financial statements included in the preceding section of this report 
was conducted for the purpose of forming an opinion on those statements taken as a whole. The 
supplementary information presented in the following section of this report is presented for 
purposes of additional analysis and is not a required part of the combined 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 combined financial 
statements. The information has been subjected to the auditing procedures applied in the audit 
of the combined financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to 
prepare the combined financial statements or to the combined 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 combined financial statements taken as a whole. 

New York, New York 

December 16, 2013 
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The report accompanying these financial statements was issued by 

BDO USA, UP, a Detaware limited liability partnership and the U.S. member 
of BOO International Limited, a UK company limited by guarantee. 

Services for the UnderServed and 
Affiliated Organizations 

Combined Financial Statements and 
Supplemental Material 
Year Ended June 30, 2012 

Services for the UnderServed and 
Affiliated Organizations 

Combined Financial Statements and 
Supplemental Material 
Year Ended June 30, 2012 
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IBDO 

Independent Auditors' Report 

To the Board of Directors 
Services for the UnderServed 

and Affiliated Organizations 

Tel; .2128858000 
Fax; .212 697·1299 
www.bdo.com 

100 Park Avenue 
New York, NY 10017 

We have audited the accompanying combined statement of financial position of Services for the 
UnderServed and Affiliated Organizations ("SUS") as of June 30, 2012, and the related combined 
statements of activities, functional expenses and cash flows for the year then ended. These 
combined financial statements are the responsibility of the management of SUS. Our 
responsibility is to express an opinion on these combined financial statements based on our 
audit. Information for the year ended June 30, 2011 is presented for comparative purposes only 
and was extracted from the financial statements of SUS for the year, on which we expressed an 
unqualified opinion, dated December 13, 2011. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the SUS's internal control over 
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, as well 
as evaluating the overall financial statement presentation. We believe that our audit provides a 
reasonable basis for our opinion. 

In our opinion, the combined financial statements referred to above present fairly, in all 
material respects, the financial position of Services for the UnderServed and Affiliated 
Organizations as of June 30, 2012, and the changes in their net assets and their cash flows for 
the year then ended, in conformity with accounting principles generally accepted in the United 
States of America. 

January 7, 2013 

BOO USA, llP, a Delaware Ilmltcd li~bitlty partrlcnhlp, is thc u.S. member 01 BOO International UmIUd. " UK c.ompanv limited by !luarantee, .. nd forms POirt 
of thc international BOO network 01 independent member firms. 

BOO is thc brand name for the 800 network and for Neh 01 the BOO Member flnns. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Financial Position 
(with comparative totals for 2011) 

June 30, 
Assets 
Cash and cash equivalents (Note 2) 
Accounts receivable, net of allowance for doubtful accounts 

of $3,742,647 and $3,624,523 for 2012 and 2011, 
respectively (Note 2) 

Prepaid expenses and other assets (Note 3) 
Bond escrow fund (Note 4) 
Due from affiliates (Note 10) 
Debt service reserve (Note 4) 
Deferred bond financing costs (Note 9) 
Fixed assets, net (Notes 2 and 5) 

Liabilities and Net Assets 
Liabilities: 

Accounts payable and accrued expenses 
Accrued compensation and related taxes 
Due to affiliates (Note 10) 
Due to clients 
Other liabilities 
Deferred revenue (Note 12) 
Due to governmental agencies (Note 6) 
Workers' compensation assessment payable settlement 

(Note 17) 
Line of credit (Note 7) 
Mortgages and loans payable (Note 8) 
Bonds payable (Note 9) 

Total Liabilities 
Commitments and Contingencies 

(Notes 5, 7,11,13,15 and 16) 
Net Assets: 

Unrestricted (Note 16) 
Temporarily restricted (Note 14) 

Total Net Assets 

2012 

$ 9,623,798 

8,096,121 
1,965,820 

168,958 
2,092,192 
1,993,726 
1,194,287 

37,453,557 

$62,588,459 

$ 4,301,684 
3,716,056 
1,961,009 

379,546 
29,350 

6,785,141 
2,977,185 

505,598 
620,000 

8,584,138 
14,563,656 

44,423,363 

15,604,492 
2,560,604 

18,165,096 

$62,588,459 

2011 

$12,721,945 

8,216,874 
1,585,857 

164,774 
1,573,801 
1,857,781 
1,185,143 

37,196,087 

$64,502,262 

$ 4,269,886 
3,255,774 
1,606,161 

418,511 
1,867 

8,048,550 
3,870,136 

537,502 
1,471,191 
9,411,909 

14,223,602 

47,115,089 

14,614,046 
2,773,127 

17,387,173 

$64,502,262 

See accompanying nates to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Activities 
(with comparative totals for 2011) 

Year ended June 3D, 
Temporarily Totals 

Unrestricted Restricted 2012 2011 
Publlc Support and Revenue: 

Medicaid income $36,442,479 $ $36,442,479 $36,982,130 
Contract revenue 26,180,389 26,180,389 27,753,402 
Participant fees 6,929,695 6,929,695 6,711,790 
Contributions 386,606 386,606 210,402 
Special events: 

Gross receipts 374,000 374,000 423,000 
less: Cost of special events (418,243) (418,243) (390,844) 

Management fees 127,065 127,065 91,045 
Other 310,640 310,640 249,458 
Net assets released from restrictions 

(Note 14) 212,523 (212,523) 

Total Publlc Sueeort and Revenue 70,545,154 (212,523) 70,332,631 n,030,383 
Expenses: 

Program services: 
SUS · Mental Health Programs, Inc. 25,895,223 25,895,223 24,424,926 
SUS · Developmental Disabilities 

Services, Inc. 31,417,011 31,417,011 32,524,782 
SUS · AIDS Services, Inc. 5,836,901 5,836,901 7,412,497 
SUS · Home Care Services 3,740 

Total Prosram Services 63,149,135 63,149,135 64,365,945 
Supporting services: 

Fundraising 220,000 220,000 95,000 
Manasement and seneral 6,185 ,573 6,185,573 6,060,994 

Total Suee0rtlnsServlces 6,405,573 6,405,573 6,1 55,994 

Total Exeenses 69,554,708 69,554,708 70,521,939 

Excess (Deficit) of Publlc Support 
and Revenue Over Expenses 
From Continuing Operations 
Before Assessment From 
Default on Workers' 
Compensation Trust (Note 17) 990,446 (212,523) 777,923 1,508,444 

Assessment From Default on Workers' 
Comeensatlon Trust (Note 17) (537,502) 

Change In Net Assets From 
Contlnulns Oeerations 990,446 (212,523) 777,923 970,942 

Gain (loss) From Discontinuing 
Operations: 

Revenues · Home Attendant Program 14,225,392 
Expenses · Home Attendant Program 

(Note 16) (5 15,418) (515,418) (15,087,559) 
Transfer from (to) funding sources 

(Note 16) 515,418 515,418 (1,213,352) 

(2,075,519) 

Change In Net Assets 990,446 (212,523) 777,923 (1,104,577) 
Net Assets, Beslnnlns of Year 14,614,046 2,773 ,127 17,387, 173 18,491,750 

Net Assets, End of Year $15,604,492 $2,560,604 $18,165,096 $ 17,387,173 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Combined Statement of Cash Flows 
(with comparative totals for 2011) 

Year ended June 30, 
Cash Flows From Operating Activities: 

Change in net assets 
Adjustments to reconcile change in net assets to net 

cash provided by operating activities: 
Depreciation and amortization 
Provisions for bad debt 
Changes in operating assets and liabilities: 

(Increase) decrease in: 
Accounts receivable 
Prepaid expenses and other assets 
Due from affiliates 
Deferred bond financing costs 

Increase (decrease) in: 
Accounts payable and accrued expenses 
Accrued compensation and related taxes 
Due to affiliates 
Due to clients 
Other liabilities 
Deferred revenue 
Due to governmental agencies 
Workers' compensation assessment payable 

settlement 

Net Cash Provided By Operating Activities 
Cash Flows From Investing Activities: 

Purchase of fixed assets 
Cash Flows From Financing Activities: 

Bond escrow fund 
Debt service reserve fund 
Payments of bond principal 
Payments of line of credit 
Payments of mortgages and loans payable 
Proceeds from bonds payable 
Proceeds from line of credit 

Net Cash Provided By (Used In) 
Financing Activities 

Net Increase (Decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

Supplemental Disclosure of Cash Flow Information: 
Cash paid for interest 

2012 

S 777,923 

2,833,063 
86,233 

34,520 
(379,963) 
(518,391) 
(112,598) 

31,798 
460,282 
354,848 
(38,965) 
27,483 

(1,263,409) 
(892,951) 

(31,904) 

1,367,969 

(2,987,079) 

(4,184) 
(135,945) 

(1,482,037) 
(1,471,191) 

(827,771) 
1,822,091 

620,000 

(1,479,037) 

(3,098,147) 
12,721,945 

S 9,623,798 

S 1,222,492 

2011 

$ (1,104,577) 

2,731,225 
819,104 

5,750,328 
(75,687) 
109,937 
(16,809) 

999,260 
(1,526,592) 

920,172 
6,240 

491,130 
1,221,126 

537,502 

10,862,359 

(4,807,217) 

(188,769) 
(1,425,000) 
(1,039,528) 

(779,977) 
3,815,000 

381,726 

6,436,868 
6,285,077 

$12,721,945 

$ 1,227,480 

See accompanying notes to combined financial statements. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

1. Nature of Organization 

Services for the UnderServed and Affiliated Organizations ("SUS") was established in 1978 and 
currently serves approximately 4,500 people with special needs in New York City, primarily in 
Brooklyn, the Bronx, and Queens. SUS, through its affiliate corporations, provides a wide range of 
programs and services, tailoring them to meet the needs, goals and preferences of the persons 
they serve. These services include residential, day programs, peer advocacy, employment 
services, home care, and harm reduction education. Services are provided to: 

• Elderly and/or disabled individuals 

• Persons with a mental illness 

• Individuals with HIV / AIDS 

• Adults with a developmental disability 

• Homeless and marginalized individuals 

2. Summary of Significant Accounting Policies 

(a) Principles of Combination 

The combined financial statements include the accounts of SUS and affiliated organizations which 
are affiliated through common Board membership, common management and/or common 
ownership. All material intercompany transactions and balances have been eliminated. The 
following entities are included in the combined financial statements: 

Services for the UnderServed, Inc. (corporate) . 

SUS - Mental Health Programs, Inc. 

SUS - Developmental Disabilities Services, Inc. 

SUS - AIDS Services, Inc. 

SUS - Home Attendant Program, Inc. 

SUS - Home Care Services, Inc. 

SUS - Urgent Housing, Inc. (no activity for the year ended June 30, 2012) 

SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is related to other 
affiliates, New Life Homes Housing Development Fund Corporation, Macombs Road Housing 
Development Fund Corporation, Mother Gaston Housing Development Fund Company, Inc. and 21 
Truxton Street Housing Development Fund Corporation; however, it is not presented in these 
combined financial statements since it does not meet the criteria for consolidation. 

(b) Basis of Presentation 

The combined financial statements have been prepared on the accrual basis of accounting and 
conform to accounting principles generally accepted in the United States of America, as 
applicable to not-for-profit organizations. In the statement of financial position, assets and 
liabilities are presented in order of liquidity or conversion to cash and their maturity resulting in 
the use of cash, respectively. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(e) Financial Statement Presentatian 

The classification of a not-for-profit organization's net assets and its support, revenue and 
expenses is based on the existence or absence of donor-imposed restrictions_ It requires that the 
amounts for each of three classes of net assets, permanently restricted, temporarily restricted, 
and unrestricted, be displayed in a statement of financial position and that the amounts of change 
in each of those classes of net assets be displayed in a statement of activities. 

These classes are defined as follows: 

(i) Permanently Restricted - Net assets resulting from contributions and other inflows of assets 
whose use by SUS and affiliated organizations is limited by donor-imposed stipulations that 
neither expire by passage of time nor can be fulfilled or otherwise removed by actions of 
SUS and affiliated organizations. 

(/I) Temporarily Restricted - Net assets resulting from contributions and other inflows of assets 
whose use by SUS and affiliated organizations is limited by donor-imposed stipulations that 
either expire by passage of time or can be fulfilled and removed by actions of SUS and 
affiliated organizations pursuant to those stipulations. When such stipulations end or are 
fulfilled, such temporarily restricted net assets are reclassified to unrestricted net assets 
and reported in the statement of activities. 

(/Ii) Unrestricted - The part of net assets that is neither permanently nor temporarily restricted 
by donor-imposed stipulations. 

(d) Cash and Cash Equivalents 

SUS considers all highly liquid instruments purchased with a maturity of three months or less to be 
cash equivalents. 

(e) Fixed Assets 

Fixed assets are stated at cost. Depreciation is computed using the straight-line method over the 
estimated useful lives of the assets. 

The estimated useful lives of the assets are as follows: 

Buildings and building improvements 
Leasehold improvements 
Furniture and equipment 
Vehicles 

(f) Revenue Recognition 

25 years 
25 years 

5-7 years 
5-7 years 

Revenue from governmental grants is recognized as the expenditures for each contract are 
incurred. Ali grant monies received in excess of revenue earned are recorded as deferred revenue. 
Revenue from fees for service programs is recognized as they are earned (services are provided 
daily andlor monthly) . 

Reimbursements are subject to audit and retroactive adjustment by the respective third party 
fiscal intermediary. Revenue from retroactive adjustments is recognized in the year the 
adjustments are made. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

SUS receives Supplemental Security Income ("SSI") and Social Security Income ("SSA") payments 
for the participants. A portion of the SSI/SSA payments represents the participants' contributions 
toward the cost of goods and services and is recognized as revenue when received. The remaining 
portion of SSI/SSA represents the participants' personal allowance and is recognized as a liability 
due to clients. 

Participant fees represent the participant's personal contribution towards the cost of goods and 
services SUS is allowed to charge as regulated by Federal and state law. 

Net patient service revenue is reported at the estimated net realizable amounts from patients, 
third-party payors and others for services rendered, including estimated retroactive adjustments 
under reimbursement agreements with third-party payors. Retroactive adjustments are accrued 
on an estimated basis in the period the related services are rendered and adjusted in future 
periods, as final settlements are determined. 

(g) Contributions and Promises to Give 

Contributions and promises to give are recorded as revenue when either unsolicited cash is 
received or when donors make a promise to give. Contributions and promises to give are classified 
as either unrestricted, temporarily restricted, or permanently restricted support. 

Contributions of property and equipment are recorded at the fair market value of the property 
and equipment at the time of contribution. 

All contributions are considered to be available for unrestricted use unless specifically restricted 
by the donor. 

(h) Income Taxes 

SUS and affiliated organizations were incorporated in the State of New York and are exempt from 
Federal, state and local income taxes under Section 501 (c)(3) of the Internal Revenue Code 
(the "Code"), and therefore have made no provision for income taxes in the accompanying 
financial statements. SUS has been determined by the Internal Revenue Service not to be a 
"private foundation" within the meaning of Section 509(a) of the Code. There was no unrelated 
business income for 2012. 

SUS has not taken an unsubstantiated tax position that would require provision of a liability under 
Financial Accounting Standards Soard ("FASS") Accounting Standards Codification ("ASC") 740, 
"Income Taxes". SUS has filed for and received income tax exemptions in the jurisdictions where 
it is required to do so. Additionally, SUS has filed IRS Form 990 information returns, as required, 
and all other applicable returns in jurisdictions where so required. For the year ended June 30, 
2012, there was no interest or penalties recorded or included in the statement of activities. See 
Note 2(0). 

(i) Use of Estimates 

In preparing financial statements in conformity with generally accepted accounting principles, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and the disclosures of contingent assets and liabilities at the date of the 
financial statements and revenues and expenses during the reported period. Actual results could 
differ from those estimates. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(j) Comparative Financiallnformatian 

The financial statements include certain prior year summarized comparative information. The 
statement of activities is presented in total rather than by net assets class. With respect to the 
statement of functional expenses, the prior year expenses are presented by expense classification 
in total rather than functional category. Such information does not include sufficient detail to 
constitute a presentation in conformity with generally accepted accounting principles. 
Accordingly, such information should be read in conjunction with SUS's financial statements for 
the year ended June 30, 2011 from which the summarized information was derived. 

(k) Concentration of Credit Risk 

The financial instruments that potentially subject SUS to concentration of credit risk consist 
primarily of cash and cash equivalent accounts in financial institutions which, from time to time, 
exceed the Federal Depository Insurance Coverage ("FDIC") limit. 

(I) Reclassifications 

Certain prior year balances have been reclassified to conform with the current year presentation. 
These reclassifications did not have an impact on change in net assets. 

(m) Due to Governmental Agencies 

Due to governmental agencies consists of operational advances, retroactive rate adjustments and 
advances received from New York State Office for People With Developmental Disabilities 
("OPWDD"), the New York State Office of Mental Health ("OMH"), the New York State Department 
of Health ("DOH") and other advances due to the New York City Human Resources Administration 
("HRA"). OPWDD recoups the liability through with holdings from Medicaid remittances over a 
specified period of time. 

(n) Fair Value Measurements 

ASC 820, "Fair Value Measurements and Disclosures", establishes a framework for measuring fair 
value and expands the disclosures about fair value measurements. ASC 820 defines fair value as 
the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date in a principal or most 
advantageous market. Fair value is a market-based measurement that is determined based on 
inputs, which refer broadly to assumptions that market participants use in priCing assets or 
liabilities. These inputs can be readily observable, market corroborated, or unobservable. ASC 820 
established a fair value hierarchy, which prioritizes the inputs to valuation techniques used to 
measure fair value in three broad levels. The standard requires that assets and liabilities be 
classified in their entirety based on the level of input that is significant to the fair value 
measurement. Assessing the significance of a particular input may require judgment considering 
factors specific to the asset or liability, and may affect the valuation of the asset or liability and 
their placement within the fair value hierarchy. SUS classifies fair value balances based on the fair 
value hierarchy defined by ASC 820 as follows: 

Levell - Valuations based on unadjusted Quoted prices in active markets for identical assets or 
liabilities. An active market for the asset or liability is a market in which transactions for the asset 
or liability occur with sufficient frequency and volume to provide pricing information on an 
ongoing basis. Valuation adjustments and block discounts are not applied to Levell instruments. 

Level 2 - Valuations based on Quoted prices in markets that are not active or for which all 
significant inputs are observable, either directly or indirectly. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

Level 3 . Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

(0) Accounting for Uncertainty in Income Taxes 

Under ASC 740 (relevant portions of which were previously addressed in FASB Interpretation No. 
48, "Accounting for Uncertainty in Income Taxes"), and ASU 2009·06, "Implementation Guidance 
on Accounting for Uncertainty in Income Taxes and Disclosure Amendments for Nonpublic 
Entities", an organization must recognize the tax benefit associated with tax positions taken for 
tax return purposes when it is more likely than not the position will be sustained upon 
examination by a taxing authority. SUS does not believe it has taken any material uncertain tax 
positions and, accordingly, it has not recorded any liability for unrecognized tax benefits. SUS has 
filed for and received income tax exemptions in the jurisdictions where it is required to do so. For 
the year ended June 30, 2012, there was no interest or penalties recorded or included in the 
combined statement of activities. As of June 30, 2012, the years still subject to examination by a 
taxing authority are 2009 through 2011. 

(p) Effect af New Accaunting Pronouncements 

(i) Fair Value Disclosures 

In January 2010, the Financial Accounting Standards Board ("FASB") issued Accounting 
Standards Update ("ASU") 2010·06, "Fair Value Measurements and Disclosures (Topic 820): 
Improving Disclosures about Fair Value Measurements", which amends ASC 820, adding new 
disclosure requirements for Levels 1 and 2, separate disclosures of purchases, sales, 
issuances and settlements relating to Level 3 measurements and clarification of existing fair 
value disclosures. SUS adopted ASU 2010·06 on July 1, 2010, except for the requirement to 
provide Level 3 activity of purchases, sales, issuances and settlements on a gross basis which 
was adopted on July 1, 2011. The adoption of this ASU did not have a material impact on 
SUS's combined financial statements. 

Iii) Fair Value Measurements 

In May 2011, the FASB issued ASU 2011·04, "Amendments to Achieve Common Fair Value 
Measurement and Disclosure Requirements in U.S. GAAP and IFRSs". ASU 2011 ·04 amended 
ASC 820 to provide a consistent definition of fair value and improve the comparability of fair 
value measurements presented and disclosed in financial statements prepared in accordance 
with U.S. GAAP and IFRSs. Some of the amendments clarify the application of existing fair 
value measurement and disclosure requirements, while other amendments change a 
particular principle or requirement for measuring fair value or disclosing information about 
fair value measurements. The amendments are to be applied prospectively and are effective 
for annual periods beginning after December 15, 2011. Management is currently evaluating 
the effect that the provisions of ASU 2011 ·04 will have on the combined financial 
statements. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

(iii) Donated Financial Assets 

In October 2012, the FASB issued ASU 2012-05, "Statement of Cash Flows (Topic 230): Not
for-Profit Entities: Classification of the Sale Proceeds of Donated Financial Assets in the 
Statement of Cash Flows". The amendments in this update require a not-for-profit ("NFP") 
to classify cash receipts from the sale of donated financial assets consistently with cash 
donations received in the statement of cash flows if those cash receipts were from the sale 
of donated financial assets that upon receipt were directed without any NFP-imposed 
limitations for sale and were converted nearly immediately into cash. Accordingly, the cash 
receipts from the sale of those financial assets should be classified as cash flows from 
operating activities, unless the donor restricted the use of the contributed resources to 
long-term purposes, in which case those cash receipts should be classified as cash flows 
from financing activities. Otherwise, cash receipts from the sale of donated financial assets 
should be classified as cash flows from investing activities by the NFP. The amendments in 
this update are effective prospectively for fiscal years, and interim periods within those 
years, beginning after June 15, 2013. Management is currently evaluating the effect that 
the provisions of ASU 2012-05 will have on the combined financial statements. 

3. Prepaid Expenses and Other Assets 

Prepaid expenses and other assets consists of the following: 

June 30, 2012 
Security deposits 
Prepaid expenses 
Dormitory Authority of the State of New York surplus funds 

4. Debt Service Reserve and Bond Escrow Fund 

$ 937,448 
698,400 
329,972 

$1,965,820 

Debt service reserve represents funds held by OPWDD, Deutsche Bank Trust Company Americas 
and Bank of New York Mellon, (collectively, the "Trustee"). These funds will be applied to the last 
payment required on the mortgages with the Facilities Development Corporation ("FDC") and 
bonds due to the Dormitory Authority of the State of New York Office of Mental Health ("DASNY") 
and NYC Industrial Development Agency ("IDA"). This reserve will earn interest which will be used 
to offset SUS's obligations. As of June 30, 2012, the Trustee has $1,993,726 in debt service 
reserve. 

Bond escrow fund represents funds held by Deutsche Bank Trust Company Americas and Bank of 
New York Mellon. These funds will be applied to expenses associated with DASNY and IDA bonds. 
As of June 30, 2012, the Trustee has $168,958 in bond escrow funds. 

SUS's financial instruments are carried at fair value and have been categorized based upon a fair 
value hierarchy in accordance with ASC 820. See Note 2(n) for a discussion of SUS's policies 
regarding this hierarchy. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

SUS's publicly-traded U.S. Treasury money market funds, U.S. Treasury bills and U.S. Treasury 
notes are carried at their aggregate market value that is determined by quoted market prices. 
Each of these investments can be liquidated daily. The valuation of these investments is based on 
Level 1 inputs within the hierarchy used in measuring fair value. 

SUS's holdings in publicly-traded fixed income securities consist of U.S. government-sponsored 
agency securities. SUS's Trustee prices these investments using nationally recognized pricing 
services. Since fixed income securities other than U.S. Treasury securities generally do not trade 
on a daily basis, the pricing services prepare estimates of fair value measurements for these 
securities using their proprietary pricing applications which include available relevant market 
information, benchmark curves, benchmarking of similar securities, sector groupings and matrix 
pricing. The valuation of these investments is based on Level 2 inputs within the hierarchy used in 
measuring fair value. 

The following table presents the level within the fair value hierarchy at which SUS's financial 
assets and financial liabilities are measured on a recurring basis at June 30, 2012: 

Quoted Prices 
in Active 

Markets for 
Identical Assets 

(Level 1) 
Assets 
Money market funds $ 670,536 
U.S. government obligations 1,004,245 

Total assets $1,674,781 

5_ Fixed Assets, Net 

Major classes of fixed assets, net consist of the following: 

June 30, 2012 
Land 
Building and building improvements 
Leasehold improvements 
Furniture and equipment 
Vehicles 
Construction-in-progress 

Total fixed assets 
Less: Accumulated depreciation and amortization 

Fixed assets, net 

Significant Other 
Observable 

Inputs 
(Level 2) 

$ 
487,903 

$487,903 

Balance as of 
June 30, 2012 

$ 670,536 
1,492,148 

$2,162,684 

$ 2,044,297 
57,727,547 
1,502,270 
5,892,888 

495,215 
1,250,166 

68,912,383 
(31,458,826) 

$ 37,453,557 

For the year ended June 30, 2012, depreciation and amortization expense was $2,833,063. 

As of June 30, 2012, SUS entered into approximately $2,000,000 of capital commitments in 
relation to its property construction. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

6. Due to Governmental Agencies 

Due to governmental agencies consists of the following: 

June 3D, 2012 
Other advances due to OMH and New York City to be recouped 
Other advances due to DOH 
Other advances due to Medicaid to be recouped 

7. Line of Credit 

$1,559,525 
1,414,603 

3,057 

$2,9n,185 

sus and its affiliated organizations have a $6,000,000 working capital line of credit with Bank of 
America against which $-0- was outstanding for SUS at June 3D, 2012. The line of credit matured 
on June 3D, 2012 and the interest rate was equal to the prime rate plus 0.25%. On June 3D, 2012, 
the line of credit was amended and restated from Bank of America with the same amount and 
conditions. This line of credit matures on June 3D, 2013. There was also a quarterly fee on the 
unused available line of credit amount of 0.25%. The loan was guaranteed by SUS and all of its 
affiliates, collectively and individually, and was collateralized by a first-priority perfected 
securities interest in SUS's and its affiliated organizalions' present and future accounts receivable 
and personal property and fixtures. 

SUS has a $4,000,000 acquisition line of credit with Bank of America. The line of credit matured 
on June 3D, 2012, and the interest rate was 14% in excess of the prime rate_ The loan was 
guaranteed by a negative pledge on the related residence and related leased location. The total 
amount outstanding as of June 3D, 2012 was $620,000. On June 3D, 2012, this acquisition line of 
credit was amended and restated from Bank of America with the same amount and conditions. 
This acquisition line of credit matures on June 3D, 2013. 
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Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

S. Mortgages and Loans Payable 

Mortgages and loans payable consist of the following: 

June 30, 2012 
Mortgage payable to Dormitory Authority of the State of New York ("DASNY") . OMH, 

due December 1,2015, payable in semiannual payments of $40,897, including interest 
at 7.72% per annum, secured by real estate located on Patchen Avenue, Brooklyn, 
New York 

Mortgage payable to DASNY· OMH, due June 1, 2019, payable in semiannual payments 
of $58,917, including interest at 6.21% per annum, secured by real estate located on 
St. Marks Avenue, Brooklyn, New York 

Mortgage payable to DASNY· OMH, due June 1, 2019, payable in semiannual payments 
of $47,400, including interest at 6.20% per annum, secured by real estate located on 
Patchen Avenue, Brooklyn, New York 

Mortgage payable to DASNY • OMH, due December 1, 2020, payable in semiannual 
payments of $144,024, including interest at 5.58% per annum, secured by real estate 
located on Knickerbocker Avenue, Brooklyn, New York 

Mortgage payable to DASNY . OMH, due June 1, 2023, payable in semiannual payments 
of $33,222, including interest at 5.40% per annum, secured by real estate located on 
Classon Avenue, Brooklyn, New York 

Mortgage payable to DASNY . OMH, due June 1, 2022, payable in semiannual payments 
of $272,229, including interest at 5.27% per annum, secured by real estate located on 
Beach 85th Street, Queens, New York 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payments of approximately $30,000, including interest at 6.16% per 
annum, secured by real estate located on Cornelia Street, Brooklyn, New York. 

Mortgage payable to FDC, due August 15, 2018, payable in semiannual debt service and 
administrative fee payment of approximately $33,000, including interest at 6.16% per 
annum, secured by real estate located on 45th Avenue, Flushing, New York. 

Mortgages and loans payable mature as follows: 

Year ended June 30, 
2013 
2014 
2015 
2016 
2017 
Thereafter 

9. Bonds Payable 

(a) DASNY 

$ 244,925 

628,763 

531,553 

1,928,716 

545,409 

4,188,272 

216,500 

300,000 

$8,584,138 

$ 829,593 
883,406 
929,450 
944,214 
959,668 

4,037,807 

$8,584,138 

On June 25, 2003, the Services for the Underserved • Developmental Disabilities Services, Inc. 
("DO") and Services for the Underserved, Inc. entered into an agreement with DASNY. 

16 

B
-V

II-38



Services for the UnderServed and Affiliated Organizations 

Notes to Combined Financial Statements 

Under the terms of the agreement, DASNY has Issued Insured Revenue Series 2003A and 
Series 2003B bonds in the aggregate principal amount of $9,545,000, which mature July I, 2023. 
Bond payments, including interest and principal, are required to be made monthly to Deutsche 
Bank Trust Company Americas, which maintains a debt service reserve fund account and makes 
semi-annual installments January 1 and July 1 of each year. The Series 2003A bonds bear interest 
ranging from 3.0% to 5.125%, net interest cost of 4.675% per annum. The Series 2003B bonds bear 
interest at 5.38% per annum. The principal amount outstanding at June 30, 2012 was $4,495,000. 

In March 2010, DD entered into a loan agreement with DASNY. Under the terms of the agreement, 
DASNY issued Insured Revenue Series 2010A-l and Series 2010A-2 bonds in the principal amount of 
$3,735,000 and $80,000, which mature on July I, 2025 and July 1, 2012, respectively. Bond 
payments, including interest and principal, are required to be made monthly to Deutsche Bank 
Trust Company Americas, which maintains a debt service reserve fund account and makes semi
annual installments January 1 and July 1 of each year. The Series 2010A-l bond bears interest 
ranging from 1.5% to 5% per annum. The Series 2010A-2 bond bears interest at 3.5% per annum. 
The principal amounts outstanding on the Series 2010A-l and Series 2010A-2 bonds at June 30, 
2012 were $3,060,000 and $-0-, respectively. 

In April 2012, under the terms of the agreement, DASNY issued Insured Revenue Series 2012A-l 
bonds in the principal amount of $1,685,000 at a premium of $72,091. DASNY also Issued 2012A-2 
bonds in the principal amount of $65,000. Series 2012A-l and 2012A-2 bonds mature on July I, 
2027 and July 1, 2013, respectively. Bond payments, including interest and principal, are required 
to be made monthly to Deutsche Bank Trust Company Americas, which maintains a debt service 
reserve fund account and makes semi-annual installments January 1 and July 1 of each year. The 
Series 2012A-1 bond bears interest ranging from 3% to 5% per annum. The Series 2012A-2 bond 
bears interest at 1.75% per annum. The principal amounts outstanding on the Series 2012A-l and 
Series 2012A-2 bonds at June 30, 2012 were $1,677,775 and $55,725, respectively. 

(b) IDA 

On March 2, 2005, DD entered into a capital lease financing agreement with NYC Industrial 
Development Agency ("IDA"). Under the terms of the agreement, IDA issued $2,690,000 of 
Series 2005A term bonds, net of bond discount of $47,755. Interest rates range from 2% to 3% and 
mature in 2020. Bond payments, including interest and principal, are required to be made monthly 
to Bank of New York Mellon, which maintains a debt service reserve fund account and makes semi
annual installments January 1 and July 1 of each year. The principal amount outstanding at 
June 30, 2012 was $1,385,000. 

On June 9, 2006, Services for the Underserved, Inc. entered into a capital lease financing 
agreement with NYC Industrial Development Agency ("IDA"). Under the terms of the agreement, 
IDA issued an aggregate of $1,679,077 of Series 2006 C-1 and C-2 term bonds, at interest rates 
ranging from 4.15% to 6.05% and mature in 2031. Bond payments, including interest and principal, 
are required to be made semiannually to the Bank of New York Mellon, which maintains a debt 
service reserve fund account and makes semiannual installments January 1 and July 1 of each 
year. The principal amount outstanding at June 30, 2012 was $1 ,403,065. 

In October 2007, DD entered into a capital lease financing agreement with IDA. Under the terms of 
the agreement, IDA issued $3,695,000 of Series 2007B term bonds at a discount of $73,900. 
Interest rates range from 4.87% to 5.29% and mature in 2022. Bond payments, including interest 
and principal, are required to be made monthly to the Bank of New York Mellon, which maintains 
a debt service reserve fund account and makes semi-annual installment payments on January 1 
and July 1 of each year. The principal amount outstanding at June 30, 2012 was $2,415,000. 
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In addition to the construction cost of the projects, bond proceeds were used to pay bond 
issuance costs of $823,773 for DASNY and $867,173 for IDA, respectively, which are being 
amortized over the lives of the bonds. At June 30, 2012, $74,082 of amortized bond costs is 
included in depreciation and amortization. 

Future minimum debt service payments are as follows: 

Year ending June 30, 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Plus: Unamortized premium 

10. Transactions With Related Parties 

$ 1,488,500 
1,485,000 
1,465,000 
1,080,000 
1,015,000 
7,958,065 

14,491,565 
72,091 

$14,563,656 

Based on a written agreement in February 2002, SUS receives partnership management fees from 
the DeWitt Avenue Supportive Housing Project owned by New Life Homes, Limited Partnership 
("NLHLP"). The Partnership has one general partner, New Life Homes, Inc., which has a .01% 
interest. The sole shareholder of New Life Homes, Inc. is New Life Homes Housing Development 
Fund Corporation ("HDFC"). SUS is the sole member of SUS· Mental Health Programs, Inc. which, 
in turn, is the sole member of the HDFC. The limited partner of NLHLP is the National Equity Fund 
- 1999 Limited Partnership, which has a 99.99% interest. 

SUS is entitled to an annual partnership management fee of 6.7% of gross potential income. SUS 
received management fees of $34,583 from New Life Homes, Inc. for the year ended June 30, 
2012. At June 30, 2012, SUS had a payable and a receivable of $1,217,722 and $273,857, 
respectively, to NLHLP. 

Family Residences Ii Essential Enterprises, Inc. ("FREE") entered into an agreement that 
substitutes FREE for SUS as sole member of the CDCH Preschool and CDCH Charter School. The 
agreement also provides that FREE replace SUS in its relationship with CDCH Foundation. The 
agreement with respect to CDCH Preschool closed on September 1, 2010, and the remaining parts 
of the agreement for CDCH Charter School closed on October 27, 2010. As consideration for the 
agreement, FREE paid SUS the balances due to SUS by CDCH Preschool and CDCH Charter School at 
closing, subject to a ten-year promissory note of $500,000 issued at prime plus 1.5%. The note 
receivable from FREE was $173,511, net of allowance for bad debt of $326,489 at June 30, 2012. 

SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is the sole member 
of Macombs Road Housing Development Fund Corporation ("Macombs HDFC") and Macombs HDFC 
owns all the outstanding shares of Macombs Road Housing G.P., Inc. ("Macombs HGP") which is 
the general partner of Macombs Road Housing L.P. ("Macombs HLP"). Macombs HGP has a 0.01% 
interest in Macombs HLP. The limited partner of Macombs HLP is Wincopin Circle LLP which has a 
99.99% interest. 
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Macombs HLP was formed to own and operate a supportive housing program. SUS shares common 
staff with Macombs HLP and is entitled to be reimbursed for costs incurred related to the 
operation of the Macombs Supportive Housing Program. SUS had a payable and a receivable of 
S452,475 and S456,066, respectively, to Macombs HLP as of June 3D, 2012. 

SUS is the sole member of SUS - Mental Health Programs, Inc. which, in turn, is the sole member 
of Mother Gaston Housing Development Fund Company, Inc. ("Mother Gaston HDFC") and Mother 
Gaston HDFC owns all the outstanding shares of Mother Gaston Housing G.P. Inc. ("Mother Gaston 
HGP") which is the general partner of Mother Gaston Housing L.P. ("Mother Gaston HLP"). Mother 
Gaston HGP has a 0.01% interest in Mother Gaston HLP. The limited partner of Mother Gaston HLP 
is Richman Housing Resources LLC which has a 99.99% interest. 

Mother Gaston HLP was formed to own and operate a supportive housing program. SUS shares 
common staff with Mother Gaston HLP and is entitled to be reimbursed for costs incurred related 
to the operation of the Mother Gaston Supportive Housing Program. SUS had a receivable from 
Mother Gaston HLP for Sl64,918 as of June 3D, 2012. 

SUS is the sole member of SUS-Mental Health Programs Inc. which, in turn, is the sole member of 
21 Truxton Street Housing Development Fund Corporation ("Truxton HDFC"). Truxton HDFC owns 
all of the outstanding shares of 21 Truxton Street G.P, Inc. ("Truxton, G.P. ") which is the general 
partner of 21 Truxton Street, L.P. ("Truxton L.P. "). The interest of Truxton G.P. in Truxton L.P. is 
0.01%. The limited partner of Truxton L.P. is The Bank of America Housing Fund IX Limited 
Partnership, LLP which has a 99.9% interest. 

Truxton L.P. was formed to own and operate supportive housing programs. SUS and SUS-Mental 
Health Programs, Inc. share common staff with Truxton L.P. and SUS is entitled to be reimbursed 
for costs incurred related to the operation of Truxton L.P. For the year ended June 30,2012, SUS 
did not receive any income from Truxton L.P. SUS had a receivable from Truxton L.P. for S620,OOO 
as of June 3D, 2012. 

The financial statements of WLHLP, Macombs HLP, Mother Gaston HLP and Truxton L.P. have not 
been combined with SUS, as the limited partners have substantive participating rights which 
effectively give them the ability to participate in significant decision making activities during the 
ordinary course of business. 

11. Pension Plan 
Upon termination of the Services for the Underserved, Inc. 401 (k) and Profit Sharing Plan on 
December 31, 2008, SUS established the plan on January 1, 2009 as a defined contribution plan 
covering all eligible employees of SUS. The plan is administered by SUS. The plan is subject to the 
provisions of the Employee Retirement Income Security Act of 1974 ("ERISA"). 

Employer contributions to the 403(b) plan are discretionary and may vary from year to year. There 
were no employer contributions to the 403(b) plan for the year ended June 3D, 2012. 
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SUS also sponsors a Simplified Employee Pension Plan ("SEPP") covering all non-union employees 
of the Services for the Underserved Home Attendant Program, Inc_ Employees are eligible to 
contribute to the plan once they have completed a two-year service requirement and are at least 
eighteen years of age. Employees who meet the requirements become a participant on the first 
day of the subsequent plan year. Employees are eligible to receive employer contributions after 
two years of service. SUS contributions to the SEPP are discretionary and may vary from year to 
year. Due to the termination of operation for the program on April 15, 2011, the plan was 
terminated accordingly. There was no employer contribution to the SEPP for the year ended 
June 30, 2012. 

SUS adopted a deferred compensation retirement plan (the "457 Plan") under Section 457(f) of 
the Internal Revenue Code. The 457 Plan is intended to provide deferred compensation for a group 
of SUS management employees. Contribution to the 457 Plan for the year ended June 30, 2012 
was S90,060. 

12_ Deferred Revenue 

Deferred revenue consists of the following: 

June 30, 2012 
Construction and acquisition costs for the Montrose, Marcy Avenue and 

Briarwood facilities which were financed by grants from the State of New 
York, Office of Mental Health ("OMH"), which stipulated that SUS will take 
title to the land and building after 20 years of meeting operational 
requirements 

Various Mental Health Program contract advances for fiscal year 2012 
Additional OMH funding received for capital improvements for various Mental 

Health Program facilities 
Various AIDS services contract advances for fiscal year 2013 
Surplus income generated from Home Attendant Program 
Other deferred revenue 

13_ Commitments 

Leases 

S4,785,285 
305,897 

207,221 
371,520 

1,044,988 
70,230 

S6,785,141 

SUS is obligated under various lease agreements for the use of several residential apartments, 
office space, equipment and vehicles. SUS has the option to renew certain leases upon expiration. 
Rental expense was S8,516,782 for the year ended June 30, 2012. The minimum future annual 
rental payments are as follows: 
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Year ending June 30, 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Total 

14. Temporarily Restricted Net Assets 

$ 5,359,330 
2,256,851 

851,321 
787,534 

1,441 ,859 
5,527,721 

$16,224,616 

Temporarily restricted net assets at June 30, 2012 were $2,560,604 which represents funds 
received for construction and acquisition cost of the Hotel Majestic location and capital 
expenditures for Services for the Underserved - Mental Health Programs, Inc. Net assets released 
from restriction represent annual depreCiation of $212,523 for the Hotel Majestic property as of 
June 30, 2012. 

15. Contingencies 

SUS is a defendant in various legal actions arising out of the normal course of its operations, the 
final outcome of which cannot presently be determined. SUS management is of the opinion that 
the ultimate liability, if any, with respect to all of these matters will not have a material adverse 
effect on SUS's financial position. 

16. Transfer to Funding Source 

On March 31 , 201 1, HRA did not renew its contract for the provision of home attendant services 
with SUS - Home Attendant Program, Inc. (USUS·HAU). All clients were transferred to other 
providers in April 2011 . Pursuant to the agreement between HRA and SUS-HA, the costs incurred 
to discontinue the program's operations are funded by HRA by the reduction of the payable 
balance between SUS-HA and HRA. HRA will continue to fund these costs until the program is fully 
liquidated. For the year ended June 30, 2012, the costs incurred for discontinuing operations were 
$515,418. 

17. Workers' Compensation Assessment Payable Settlement 
Between 1999 and 2003, SUS participated in a group self-insurance trust (the UTrust") along with 
multiple other agencies in the human services, not-for-profit sector. On December 31, 2010, the 
Trust was terminated in the face of a deficiency in assets. The Trust billed all former members of 
the Trust with an assessed portion of the deficit. The assessment of $537,502 was related to 
deficits for years in which SUS was a member of the Trust. In July 2011, the State of New York 
Workers' Compensation Board notified the Trust that it will transfer the Trust to a state 
contracted administrator. The amount outstanding at June 30, 2012 was $505,598. 
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18. Subsequent Events 

A residential facility that is owned by SUS - Mental Health Programs, Inc. was significantly 
damaged during Hurricane Sandy which impacted the New York area in late October 2012. SUS is 
working with New York State, New York City and federal agencies to fund and repair the facility 
which is located in the Rockaways section of Queens, New York. 

SUS has evaluated subsequent events through January 7, 2013, which is the date these combined 
financial statements were available to be issued. No events arose during the period which 
required additional disclosures. 
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Independent Auditors' Report on Supplemental Material 

Our audit of the basic combined financial statements included in the preceding section of this 
report was performed for the purpose of forming an opinion on those statements taken as a 
whole. The supplemental material presented in the following section of this report is presented 
for purposes of additional analysis and is not a required part of the basic combined 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 basic 
combined financial statements. The information has been subjected to the auditing procedures 
applied in the audit of the basic combined financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic combined financial statements or to the 
basic combined 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 basic combined financial 
statements taken as a whole. 

f3bO USA LLP 
1 

Certified Public Accountants 

New York, New York 

January 7, 2013 
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1. 

 
 
 
 
 
 
 
 
 
 Independent Auditor’s Report 
 
Board of Directors 
Wildwood Programs, Inc. 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of Wildwood Programs, 
Inc. (the Agency), which comprise the statements of financial position as of  
June 30, 2014 and 2013, and the related statements of activities and cash flows for 
the years then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with accounting principles generally accepted in 
the United States of America; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of 
financial statements that are free from material misstatement, whether due to fraud 
or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on 
our audits.  We conducted our audits in accordance with auditing standards 
generally accepted in the United States of America.  Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements.  The procedures selected 
depend on the auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error.  In making 
those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 

11 British American Blvd. Latham, New York 12110-1405  |  P: 518-785-0134  |  F: 518-785-0299
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An Independent Member  
of the BDO Alliance USA

2. 

 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Wildwood Programs, Inc. as of June 30, 2014 and 2013, 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. 
 
Report on Supplementary Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a 
whole.  The schedule of functional expenses on page 24 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. 
 

Marvin and Company, P.C. 
 
Latham, NY 
October 29, 2014 
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ASSETS
2014 2013

Current Assets
 Cash and cash equivalents 2,908,005$        2,624,525$        
 Investments, unrestricted 298,178 378,152
 Accounts receivable 4,098,530 3,797,570
 Due from The Wildwood Foundation 105,574 31,628
 Prepaid expenses 111,458 180,504
  Total Current Assets 7,521,745 7,012,379

Property, Plant and Equipment
 Land and improvements 2,701,818 2,641,481
 Building and improvements 20,876,393 20,640,173
 Furniture, fixtures and equipment 3,996,386 3,697,155
  Total 27,574,597 26,978,809
 Less accumulated depreciation 15,025,966 13,817,240
  Net Property, Plant and Equipment 12,548,631 13,161,569

Other Assets
 Investments, restricted 265,736 232,088
 Debt service reserves and restricted deposits 828,252 874,235
 Escrow 2,521 2,521
 Security deposits 65,599 65,419
 Deferred financing costs, net of accumulated 
  amortization of $675,897 and $612,978 respectively 634,585 697,503
 Interest in net assets of related party 6,333,628 6,148,047
   Total Other Assets 8,130,321 8,019,813

   TOTAL ASSETS 28,200,697$      28,193,761$      

Current Liabilities
 Accounts payable 324,613$           345,039$           
 Accrued expenses and payroll withholdings 2,588,885 2,294,884
 Deferred revenue 52,604 84,090
 Accrued interest expense 88,223 98,970
 Line of Credit 280,000 -                   
 Current installments of long-term debt 962,864             904,434             
  Total Current Liabilities 4,297,189          3,727,417          

Long-Term Liabilities
 Long-term debt, net of current installments 8,486,396 9,256,622
 Fair value of swap agreement 887,042 935,424
 Retirement health benefit obligation 475,200 457,500
 Workers' compensation liability 131,125 171,218
   Total Long-Term Liabilities 9,979,763 10,820,764

   Total Liabilities 14,276,952 14,548,181

Net Assets 
 Unrestricted 7,324,381          7,265,445          
 Temporarily restricted 5,380,830          5,192,182          
 Permanently restricted 1,218,534          1,187,953          
   Total Net Assets 13,923,745        13,645,580        
 
   TOTAL LIABILITIES AND NET ASSETS 28,200,697$      28,193,761$      

WILDWOOD PROGRAMS, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2014 AND 2013

LIABILITIES AND NET ASSETS 

See accompanying notes to financial statements.  3.

Temporarily Permanently
Unrestricted Restricted Restricted Total

Program Support and Revenue
  Government agencies $ 29,654,315        $ -                   $ -                $ 29,654,315        
  Program fees from clients 2,136,324          -                   -                2,136,324          
  Operating grants 459,555             -                   -                459,555             
  Net assets released from restrictions 3,752                 (3,752)                -                -                   
    Total Program Support and Revenue 32,253,946        (3,752)                -                32,250,194        

Nonprogram Support and Revenue
  Contributions 794,350             -                   -                794,350             
  Investment income 21,340               37,400               -                58,740               
  Consulting fees and conferences 1,646                 -                   -                1,646                 
  Other income 178,977             -                   -                178,977             
    Total Nonprogram Support and Revenue 996,313             37,400               -                1,033,713          

     Total Revenue 33,250,259        33,648               -                33,283,907        

Expenses and Losses
  Wildwood programs 30,820,445        -                   -                30,820,445        
  Cloud services 12,825               -                   -                12,825               
  Management and general 2,406,435          -                   -                2,406,435          
   Total Expenses and Losses 33,239,705        -                   -                33,239,705        

Change in Net Assets Before Change in
 Interest of Net Assets of Related Party 10,554               33,648               -                44,202               

Change in Interest in Net Assets of
 Related Party -                   155,000             30,581             185,581             

Change in Net Assets Before Change in Fair
    Value of Swap Contract 10,554               188,648             30,581             229,783             

Change in Fair Value of Swap Contract 48,382               -                   -                48,382               

Change in Net Assets 58,936               188,648             30,581             278,165             

Net Assets, Beginning of Year 7,265,445          5,192,182          1,187,953       13,645,580        

Net Assets, End of Year $ 7,324,381          $ 5,380,830          $ 1,218,534       $ 13,923,745        

WILDWOOD PROGRAMS, INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2014

See accompanying notes to financial statements. 4.
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Temporarily Permanently
Unrestricted  Restricted  Restricted Total

Program Support and Revenue
  Government agencies $ 29,629,760        $ -                   $ -                  $ 29,629,760        
  Program fees from clients 2,074,231          -                   -                  2,074,231          
  Operating grants 489,425             -                   -                  489,425             
  Net assets released from restrictions -                   -                   -                  -                   
    Total Program Support and Revenue 32,193,416        -                   -                  32,193,416        

Nonprogram Support and Revenue
  Contributions 353,304             -                   -                  353,304             
  Investment income (9,374)                17,974               -                  8,600                 
  Consulting fees and conferences 9,521                 -                   -                  9,521                 
  Other income 171,330             -                   -                  171,330             
    Total Nonprogram Support and Revenue 524,781             17,974               -                  542,755             

     Total Revenue 32,718,197        17,974               -                  32,736,171        

Expenses and Losses
  Wildwood Programs 30,845,526        -                   -                  30,845,526        
  Management and general 2,335,789          -                   -                  2,335,789          
   Total Expenses and Losses 33,181,315        -                   -                  33,181,315        

Change in Net Assets Before Change in
 Interest of Net Assets of Related Party (463,118)            17,974               -                  (445,144)           

Change in Interest in Net Assets of
 Related Party -                   321,511             51,370              372,881             

Change in Net Assets Before Change in Fair
    Value of Swap Contract and Prior Year
    Workers' Compensation Assessment (463,118)            339,485             51,370              (72,263)             

Change in Fair Value of Swap Contract 405,260             -                   -                  405,260             
Prior Year Workers' Compensation Assessment (214,653)            -                   -                  (214,653)           

Change in Net Assets (272,511)            339,485             51,370              118,344             

Net Assets, Beginning of Year 7,537,956          4,852,697          1,136,583         13,527,236        

Net Assets, End of Year $ 7,265,445          $ 5,192,182          $ 1,187,953         $ 13,645,580        

WILDWOOD PROGRAMS, INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2013

See accompanying notes to financial statements. 5.

2014 2013
Cash Flows From Operating Activities
 Change in Net Assets 278,165$             118,344$             
 Adjustments to reconcile change in net assets to net
  cash provided by operating activities
   Depreciation and amortization 1,348,084            1,386,643            
   Bad debts 153,017               934                      
   Realized/unrealized (gain) loss on investments (35,389)               11,829                 
   Change in fair value of swap contract (48,382)               (405,260)             
   Change in interest in net assets of related party (185,581)             (372,881)             
   Change in retirement health benefit obligation 17,700                 102,000               
 (Increase)/decrease in assets
   Accounts receivable (453,977)             (21,472)               
   Prepaid expenses 69,046                 (16,945)               
   Security deposits (180)                    (1,965)                 
 Increase/(decrease) in liabilities:
   Accounts payable (20,426)               77,724                 
   Accrued expenses and payroll withholdings 294,001               (132,816)             
   Deferred revenue (31,486)               6,634                   
   Accrued interest expense (10,747)               (541)                    
   Workers' compensation liability (40,093)               211,311               
    Net Cash Provided by Operating Activities 1,333,752            963,539               

Cash Flows From Investing Activities
 Net proceeds (purchases) of investments 81,715                 2,821                   
 Purchases of property, plant and equipment (672,228)             (292,183)             
(Increase) decrease in debt service reserve 45,983                 47,793                 
 Net change in due from/to the Wildwood Foundation (73,946)               (2,938)                 
    Net Cash Used by Investing Activities (618,476)             (244,507)             

Cash Flows From Financing Activities
 Net advances (repayment) on lines of credit 280,000               -                     
 Proceeds from long-term debt 220,519               216,982               
 Repayment of long-term debt (932,315)             (1,206,665)          
    Net Cash Used by Financing Activities (431,796)             (989,683)             

Net Increase/(Decrease) in Cash and Cash Equivalents 283,480               (270,651)

Cash and Cash Equivalents, Beginning of Year 2,624,525            2,895,176            

Cash and Cash Equivalents, End of Year 2,908,005$          2,624,525$          

Supplemental Disclosure of Cash Flow Information
 Cash paid for interest 530,696$             563,138$             

WILDWOOD PROGRAMS, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2014

See accompanying notes to financial statements.  6.
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

7. 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

Nature of Activities 
 
Wildwood Programs, Inc. (the Agency) is a private nonprofit organization that provides education, 
training and other services for persons with learning or other developmental disabilities in New York 
State.  Revenues are derived from Medicaid, the New York State Office for People With Developmental 
Disabilities (OPWDD), and contracts with school districts at rates promulgated by the New York State 
Education Department (SED), contract sales and participant fees.  The majority of the revenues and 
receivables are from Medicaid and the aforementioned funding sources.  The Agency extends credit to 
school districts and other governmental entities within New York State for services provided. 
 
The Agency is in part supported by the Wildwood Foundation, Inc. (The Foundation), a related party.  
The Foundation is a non-profit organization which was organized and is operated for the exclusive 
purpose of supporting and assisting the Agency.  The net assets of The Foundation are included in the 
financial statements as interest in net assets of related party.  The individual accounts of The Foundation 
are not included in these financial statements. 
 
Wildwood Cloud Services is a Limited Liability Corporation, whose sole member is Wildwood Programs, 
Inc. Wildwood Cloud Services was created in order to provide Medicaid billing services to organizations 
similar to Wildwood for a fee.  Wildwood Cloud Services began operations in March of 2014.  The 
financial statements include the accounts of Wildwood Cloud Services and any intercompany 
transactions have been eliminated. 
 
Cash and Cash Equivalents 
 
For purposes of the statements of cash flows, the Agency considers all highly liquid investments 
available for current use with an initial maturity of three months or less to be cash equivalents. 
 
Accounts Receivable 
 
Accounts receivable are stated at the amount management expects to collect from outstanding 
balances.  An allowance for doubtful accounts, if any, is based on a review of outstanding receivables, 
historical collection information and existing economic conditions.  Delinquent receivables are written off 
based on individual credit evaluation and specific circumstances of the customer.  At June 30, 2014 and 
2013, no allowance for doubtful accounts was considered necessary.  Bad debt expense was $153,017 
and $934 for the years ended June 30, 2014 and 2013, respectively. 
 
Property, Plant and Equipment and Depreciation 
 
Property, plant and equipment are stated at acquisition cost or at estimated fair value at the date of 
donation less accumulated depreciation.  Depreciation is provided for in amounts sufficient to relate the 
cost of depreciable assets to operations on a straight-line basis over the following estimated useful lives: 
 
  Years 
     Land improvements      2-25 
    Building and improvements 5-25 
    Furniture, fixtures and equipment   5-10 
 
Additions and betterments are capitalized, while maintenance and repairs that do not improve or extend 
the useful lives of the respective assets are charged to operations when incurred.  When property, plant 
and equipment are sold or otherwise disposed of, the asset account and the related accumulated 
depreciation account are relieved and any gain or loss is included in operations.  

 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

8. 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
Deferred Financing Costs 
 
Deferred financing costs consist of bond closing costs incurred on the Agency’s various bonded 
mortgages.  These costs are being amortized on a straight-line basis over the terms of the obligations. 
Amortization expense was $62,918 and $62,880 for the years ended June 30, 2014 and 2013, 
respectively.  Amortization expense is expected to be approximately $63,000 in each of the next five 
years. 
 
Self-Insured Dental and Prescription Plans 
 
Wildwood Programs, Inc. is self-insured for its employees’ dental benefits and medical prescription 
benefits on a cost-reimbursement basis.  Under the program, Wildwood Programs, Inc. is responsible for 
the cost of claims.  All known claims and an estimate of incurred, but unreported claims computed using 
the history obtained by management, have been recorded as employee benefits in the financial 
statements for the years ended June 30, 2014 and 2013.  The difference between the amounts paid to 
the claims administrator and the amount recorded as expense is recorded as accrued expenses on the 
statements of financial position.  The dental benefits payable at June 30, 2014 and 2013 was $16,889 
and $30,554, respectively.  The medical prescription benefits payable at June 30, 2014 and 2013 was 
$105,511 and $57,317, respectively. 
 
Deferred Revenue  
 
Deferred revenue represents funds received for which the Agency has not fulfilled their obligation to 
recognize them as revenue.  Services will be provided in future periods and/or remaining amounts will be 
recouped by funding sources. 
 
Net Assets 
 
The net assets of the Agency are reported in three classes of net assets as follows: 
 
Unrestricted Net Assets - Include amounts that have no external restrictions on their use or purpose.  The 
Board of Directors can authorize use of those funds as it desires to carry on the purpose of the Agency 
according to its by-laws. 
 
Temporarily Restricted Net Assets - Include the portion of the interest in the net assets of its related party 
that is other than permanently restricted on the related party’s financial statements and represents 
resources that are either temporarily restricted by the donor or are not available for immediate use by the 
Agency until they are transferred by the related party.   
 
Permanently Restricted Net Assets - Include the portion of the interest in the net assets of its related 
party that are permanently restricted on the related party’s financial statements and also represent 
amounts contributed with donor stipulations to maintain donated amounts in perpetuity. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

9. 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
Revenue Recognition 
 
Revenue from Medicaid, OPWDD and SED is recognized when services are rendered at approved rates. 
These rates are primarily cost based as determined by allowable expenditures in rate-setting periods. 
Costs are subject to audit by third party payors and changes, if any, are recognized in the year known. 
Client fees represent the participants’ personal contribution towards the cost of goods and services 
provided by the Agency.  These charges are regulated by federal and state law.   
 
Contributions 
 
Contributions are recognized when the donor makes a promise to give to the Agency that is, in 
substance, unconditional.  Contributions without donor-imposed restrictions are reported as unrestricted 
support.  Donor-restricted contributions are reported as increases in temporarily or permanently 
restricted net assets depending on the nature of the restriction.  When a donor restriction expires, that is, 
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net 
assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets 
released from restrictions.  Restricted contributions whose restrictions are met in the same reporting 
period are classified as unrestricted contributions. 
 
Allocation of Expenses 
 
Directly identifiable expenses are charged to programs and supporting services.  Expenses related to 
more than one function are charged to programs and supporting services using specific allocation 
methods.  Management and general expenses include those expenses that are not directly identifiable 
with any other specific function but provide for the overall support and direction of the Agency.   
 
Risks and Uncertainties 
 
The Agency invests in various investment securities.  Investment securities are exposed to various risks 
such as interest rate, market and credit risks.  Due to the level of risk associated with certain investment 
securities, it is at least reasonably possible that changes in the values of investment securities will occur 
in the near term and that such changes could materially affect the amounts reported in the statements of 
financial position. 
 
Estimates 
 
Management uses estimates and assumptions in preparing financial statements.  Those estimates and 
assumptions affect reported amounts of assets and liabilities, the disclosure of contingent assets and 
liabilities, and the reported revenues and expenses.  Accordingly, actual results could differ from those 
estimates. 
 
Interest and Dividend Income 
 
The Agency recognizes interest income and dividends on the date they are posted to the various 
accounts by the financial institutions. 
 
Reclassifications 
 
Certain amounts in the 2013 financial statements have been reclassified to conform to the current year 
presentation. 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

10. 

2. INVESTMENTS 
 
 Investments consist of marketable equity and debt securities carried at fair value and consist of the 

following at June 30, 2014 and 2013: 
 

 2014 2013 
 Cost Fair Value Cost Fair Value 
     
Debt securities/mutual funds $  293,908 $  343,312 $  368,860 $  381,773 
Money markets   9,414   9,414   41,817   41,817 
Equity securities/mutual funds   183,550   211,188   179,130   186,650 
  Total Investments $  486,872 $  563,914 $  589,807 $  610,240 

 
 The following schedule summarizes the investment income in the statement of activities for the years 

ended June 30, 2014 and 2013: 
 

 2014 2013 
   
Interest and dividend income $  23,351 $  20,429 
Net realized and unrealized gain (loss) on investments   35,389   (11,829) 
  Total Investment Income $  58,740 $  8,600 

 
3. PROPERTY, PLANT AND EQUIPMENT 
 
 Property, plant and equipment, consists of the following as of June 30, 2014 and 2013:  

 
 2014 2013 

   
Land $  990,600 $  960,600 
Land improvements   1,711,218   1,680,881 
Building   11,056,695   10,852,815 
Building improvements   9,819,698   9,787,358 
Furniture, fixtures and equipment   3,996,386   3,697,155 
  Total   27,574,597   26,978,809 
Less: Accumulated depreciation   15,025,966   13,817,240 
  Net, Property, Plant and Equipment $  12,548,631 $  13,161,569 

 
Depreciation expense was $1,285,166 and $1,323,763 for the years ended June 30, 2014 and 2013, 
respectively. 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 
 

The debt service reserves represent deposits held by the Trustees of the Dormitory Authority (DA) and 
Albany County Industrial Development Agency (AIDA).  These deposits will be used to satisfy the last 
payments required on mortgages held by the DA and the AIDA or can be used prior to that time to pay 
amounts that are in default.  The reserve fund earns interest, which is used to reduce the payment 
obligations under the mortgages.  Total debt service reserves were $827,593 and $830,216 at June 30, 
2014 and 2013, respectively. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

11. 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 
 
Restricted deposits represent amounts held in trust by a third-party administrator related to the Agency’s 
pension plan. These amounts are to be used to pay for employer contributions or expenses of the plan. 
The restricted deposits were $659 and $44,019 at June 30, 2014 and 2013, respectively. 

 
5.  LINES OF CREDIT 
  

The Agency has the following lines of credit as of June 30, 2014 and 2013: 
 

 2014 2013 
   
$500,000 unsecured line of credit with KeyBank to be 
drawn upon as needed for real estate, the interest rate is 
established at Prime plus 1% (4.25% at June 30, 2014), 
renews annually on December 31.  The line is guaranteed 
by Wildwood Foundation, Inc. 

 
 
 
 
$  - 

 
 
 
 
$ - 

   
$500,000 unsecured line of credit with Citizens Bank, N.A. 
to be drawn upon as needed for real estate, the interest 
rate is established at LIBOR Advantage plus 2.5% (2.84% 
at June 30, 2014), renews annually on January 20.  The 
line is guaranteed by Wildwood Foundation, Inc. 

 
 
 
 
  - 

 
 
 
 
  - 

   
$500,000 unsecured line of credit with KeyBank to be 
drawn upon as needed, the interest rate is established at 
Prime plus 1% (4.25% at June 30, 2014), renews annually 
on December 31.  The line is guaranteed by Wildwood 
Foundation, Inc. 

 
 
 
 
  - 

 
 
 
 
  - 

   
$750,000 unsecured line of credit with Citizens Bank, N.A. 
to be drawn upon as needed, the interest rate is 
established at LIBOR Advantage plus 2.5% (2.84% at  
June 30, 2014), renews annually on January 20.  The line 
is guaranteed by Wildwood Foundation, Inc. 

 
 
 
 
  280,000 

 
 
 
 
  -  

   
  Total Lines of Credit $  280,000 $  -  

 
6.  LEASES 

 
The Agency’s minimum future rental payments under non-cancelable operating leases having remaining 
terms in excess of one year as of June 30, 2014 for each of the next five years and in the aggregate are 
as follows: 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

12. 

6.  LEASES 
 

Year Ended June 30, Amount 
  
2015 $ 594,078 
2016   604,520 
2017   620,608 
2018   620,665 
2019   551,868 
Thereafter   1,578,191 
 Total $ 4,569,930 

 
Rental expense included in the statements of activities was $938,046 and $933,341 for the years ended 
June 30, 2014 and 2013, respectively. 

 
7. LONG-TERM DEBT 
 
 The Agency’s long-term debt consists of the following as of June 30: 
 
  2014 2013 

2003 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its 
New York State Rehabilitation Associated Pooled Loan 
Program No. 2, consisting of two issues, Series 2003A 
(non-taxable) and 2003B (federally taxable).  Several not-
for-profit corporations received varying portions of the 
bond issue proceeds.  Each corporation’s liability is 
limited to its allocable portion of the unpaid principal 
amount of the outstanding bonds.  The bonds are 
secured by the pledge of revenues, subject to prior 
pledges and the reserve funds established under the 
bond.  The bond is also secured by two financial 
guaranty insurance policies.  Bonds are payable in 
various increments through July 1, 2019.  Interest rates 
vary from 3.00% to 5.25%, depending on the maturity 
date of the particular bond.  Payments by the 
participating corporations are due monthly.  The loan 
agreements also contain various covenants, including a 
debt service coverage ratio. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$  294,219 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$   379,219 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

7. LONG-TERM DEBT 
 

13. 

 2014 2013 
2006 Insured Revenue Bonds, with the Albany County 
Industrial Development Agency, issued through the 
Bank of New York, under Special Needs Facility 
Pooled Program, consisting of two issues, Series 
2006K-1 (non-taxable) and Series 2006K-2 (federally 
taxable).  The bonds are secured by the mortgaged 
property located in Colonie, New York; and a secured 
interest in certain fixtures, furnishings and equipment.  
The bond is also secured by financial guaranty 
insurance policies.  Bonds are payable in various 
increments through July 1, 2026.  Interest rates range 
from 4.35%-5%.  Payments are due semi-annually on 
January 1 and July 1. 

 
 
 
 
 
 
 
 
 
 
 
 
$  2,815,000 

 
 
 
 
 
 
 
 
 
 
 
 
$  2,960,000 

   
Vehicle and equipment loans payable to various 
financial institutions at various rates ranging from 0.9% 
to 7.375%, secured by vehicles and equipment.  
Monthly payments range from $319 to $702 and are 
applied first to interest and then to principal.  The loans 
have maturity dates through June 2018. 

 
 
 
 
 
  417,810 

 
 
 
 
 
  378,184 

   
2007 Insured Revenue Bonds, with the Guilderland 
Industrial Development Agency, issued through Bank 
of New York, under Multi-Mode Variable Rate Civic 
Facility Program, consist of four issues.  The bonds are 
secured by the land and building located in 
Guilderland, New York; and a security interest in 
certain fixtures, furnishings and equipment.  The bond 
is secured by a KeyBank letter of credit.  Bonds are 
payable in various increments through July 1, 2032.  
Payments are due annually on July 1.  These rates are 
fixed with an interest rate swap contact with KeyBank 
(see Note 8). 

 
 
 
 
 
 
 
 
 
 
 
  4,625,000 

 
 
 
 
 
 
 
 
 
 
 
  5,040,000 

   

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

7. LONG-TERM DEBT 
 

14. 

 2014 2013 
2010 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its Inter 
Agency Council Pooled Loan Program No. 1, consisting of 
two issues, Series 2010A-1 (non-taxable) and 2010A-2 
(federally taxable).  Several not-for-profit corporations 
received varying portions of the bond issue proceeds. 
Each corporation’s liability is limited to its allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond.  The bond is also secured by two financial 
guaranty insurance policies.  Bonds are payable in various 
increments through July 1, 2029.  Interest rates vary from 
2.1% to 5.0%, depending on the maturity date of the 
particular bond.  Payments by the participating 
corporations are due monthly.  The loan agreements also 
contain various covenants, including a debt service 
coverage ratio.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$  305,000 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$  330,000 

   
2011 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its Inter 
Agency Council Pooled Loan Program No. 1, consisting of 
two issues, Series 2011A-1 (non-taxable) and 2011A-2 
(federally taxable).  Several not-for-profit corporations 
received varying portions of the bond issue proceeds. 
Each corporation’s liability is limited to its allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond.  The bond is also secured by two financial 
guaranty insurance policies.  Bonds are payable in various 
increments through July 1, 2026.  Interest rates vary from 
1.20% to 4.125%, depending on the maturity date of the 
particular bond.  Payments by the participating 
corporations are due monthly.  The loan agreements also 
contain various covenants, including a debt service 
coverage ratio.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  495,000 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  525,000 

   
Community Preservation Corporation Mortgage, fixed 
interest rate of 6.12%, monthly payments of $5,841 through 
October 2019, secured by buildings. 

 
 
  497,231 

 
 
  548,653 

  Total   9,449,260   10,161,056 
    Less current installments of long-term debt   962,864   904,434 
      Long-term Debt, Net of Current Installments $  8,486,396 $  9,256,622 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

15. 

7. LONG-TERM DEBT 
 

Long-term debt is payable in each of the next five years and thereafter as follows: 
 

 
 
 
 
 
 
 
 
 
Interest expense was $519,949 and $562,597 for the years ended June 30, 2014 and 2013, 
respectively. 

 
The Agency has agreed to a number of covenants including a debt service coverage ratio of 
greater than 1:1.  At June 30, 2014 and 2013, the Agency met these covenant requirements. 

 
8.  INTEREST RATE SWAP AGREEMENT 

 
The Agency entered into an interest rate swap agreement (the swap) in order to reduce the 
impact of changes in interest rates on its Variable Rate Demand Civic Facility Revenue Bonds, 
issued by the Guilderland Industrial Development Agency.  The Agency has assumed no 
ineffectiveness in the swap as, among other things, the initial amount of the swap was 
$6,950,000 which was comprised of two separate swap agreements, one for $4,895,000 at a 
fixed interest rate of 4.135% that matures on July 1, 2032 and the other for $2,055,000 at a 
fixed interest rate of 3.965% that matures on July 1, 2015.  The current amount of bonds 
under the swap agreement is $4,205,000 maturing on July 1, 2032 and $840,000 maturing on 
July 1, 2015.  The total remaining principal not covered by the swap is $0.  Changes in the fair 
value of the swap are accounted for as the change in fair value of swap contract in the 
accompanying statements of activities. 

Year Ended June 30, Amount 
  
2015 $  962,864 
2016   921,117 
2017   586,761 
2018   516,631 
2019   503,567 
Thereafter   5,958,320 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

16. 

 
9.  FAIR VALUE MEASUREMENTS 
 

Accounting Standards Codification (ASC) 820, Fair Value Measurements, establishes a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value.  The hierarchy 
consists of three broad levels: Level 1 inputs consist of quoted prices in active markets for identical 
assets and liabilities and have the highest priority, Level 2 consists of other observable inputs other 
than Level 1 prices, and Level 3 inputs consist of unobservable inputs and have the lowest priority.  
The Agency uses appropriate valuation techniques based on the available inputs to measure the fair 
value of its financial instruments.  When available, the Agency measures fair value using Level 1 and 
Level 2 inputs because they generally provide the most reliable evidence of fair value.  Level 3 inputs 
are only used when Level 1 or Level 2 inputs are not available.  There were no transfers between levels 
during the year ended June 30, 2014 or 2013.  The fair value of financial instruments measured on a 
recurring basis at June 30, 2014 and 2013 are as follows: 

 
  Fair Value  ( Level 1)  ( Level 2)  (Level 3) 

June 30, 2014   
ASSETS 
Investments: 
Money Markets $         9,414 $         9,414 $          - $             - 
Equities 
  Consumer Discretionary          24,502          24,502             -                - 
  Consumer Staples          19,268          19,268      -    - 
  Financials          39,975          39,975      -     - 
  Health Care          20,416          20,416             -                 - 
  Industrials          18,872          18,872      -     - 
  Information Technology          23,753          23,753             -                 - 
  Telecommunications            2,202            2,202      -      - 
Mutual Funds 
  Index Funds            7,286            7,286      -       - 
  Domestic Equity          31,958          31,958      -       - 
  Foreign Equity            8,163            8,163             -                  - 
  Domestic Bond          14,863          14,863       -       - 
  Government Bond          27,661          27,661      -       - 
  Other          14,793          14,793      -       - 
Corporate Debt Securities        134,135               -       134,135                  - 
Government Debt Securities        166,653               -        166,683                  -       . 
    Total Investments $     563,914 $     263,126 $    300,818    $            -       . 
  
LIABILITIES  
Beginning Balance $     935,424 $            - $            -    $      935,424 
Current year (gain)/loss        (48,382)               -                -              (48,382) 
Fair value of interest rate swap 
 agreement (see Note 8) 

 
$     887,042 

 
$            -  

 
$            -      $      887,042 
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NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

17. 

9.  FAIR VALUE MEASUREMENTS 
 

  Fair Value  ( Level 1)  ( Level 2)  (Level 3) 
June 30, 2013         
ASSETS       
Investments:       
Money Markets $      41,817 $      41,817  $ -  $ -  
Equities       
  Consumer Discretionary         13,536         13,536   -   - 
  Consumer Staples         19,907         19,907   -   - 
  Financials         50,866         50,866   -   - 
  Health Care         12,721         12,721   -   - 
  Industrials         14,944         14,944   -   - 
  Information Technology          17,856         17,856   -   - 
  Telecommunications           2,265           2,265   -   - 
Mutual Funds       
  Index Funds            5,870           5,870   -   - 
  Domestic Equity          27,025         27,025   -   - 
  Foreign Equity            6,956           6,956   -   - 
  Other          14,704         14,704   -   - 
Corporate Debt Securities        164,118               -        164,118                 - 
Government Debt Securities        217,655              -         217,655                 -     . 
    Total Investments $     610,240 $     228,467  $    381,773  $             -      . 
       
LIABILITIES       
Beginning Balance $ 1,340,684 $           -  $           -  $    1,340,684 
Current year (gain)/loss      (405,260)              -                -           (405,260) 
Fair value of interest rate swap 
 agreement (see Note 8) 

 
$     935,424 

 
$           -  

  
$           -  

  
$        935,424 

 
Level 1 Fair Value Measurements 
The fair values of investments are determined by reference to quoted market prices and other relevant 
information generated by market transactions.  
 
Level 2 Fair Value Measures 
 
The fair values of investments in debt securities are based on prices obtained from a pricing service 
using primarily matrix pricing, which considers observable data that may include dealer quotes, market 
spreads, cash flows, the U.S. Treasury yield curve, credit information, and the bonds terms and 
conditions, among other inputs. 
 
Level 3 Fair Value Measurements 
The fair value of the interest rate swap is derived from proprietary models developed by the bank that is 
party to the interest rate swap agreement, which they contest is based upon well recognized financial 
principles and provides a reasonable approximation of the fair market value of the interest rate swap 
agreement at June 30, 2014.  If an early termination were to occur, the amount payable under the 
interest rate swap agreement may differ from the fair value calculation provided.    

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

18. 

10.   PENSION PLAN 
 

The Agency maintains a noncontributory, defined contribution retirement plan which covers all full or 
part-time employees who meet certain minimum hours of service requirements.  In addition, employees 
must complete one year of service by January 1 to quality for employer contributions during that year. 
 
The Agency’s contributions to the plan range from 3% to 12%, based on the employee’s years of service, 
and are based on wages earned during the calendar year for qualifying employees.  The contributions 
are deposited into a tax-deferred annuity, which is administered in compliance with the Employee 
Retirement Income Security Act of 1974 (ERISA).  The Agency’s pension expense was $1,073,378 and 
$1,111,595 for the years ended June 30, 2014 and 2013, respectively. 
 

11. RELATED PARTIES 
 

 The Foundation is a not-for-profit corporation whose charitable purpose is supporting and assisting the 
Agency.  The Foundation carries on fund-raising activities and special events that are for the benefit of 
the Agency.  The Foundation is exempt from federal income taxes under section 501(c)(3) of the Internal 
Revenue Code. 

 
During the years ended June 30, 2014 and 2013, the following transactions occurred between the 
Agency and the Foundation: 
 

x The Foundation donated $719,255 and $343,304 to the Agency for the years ended June 30, 
2014 and 2013, respectively.  These amounts are included in contributions on the statements of 
activities. 

 
x The Agency has a contract with the Foundation to reimburse certain costs incurred by the 

Agency. This contract includes the salaries and benefits of those staff that perform work on 
behalf of the Foundation.  The Agency charged administrative fees of $34,205 and $29,117 to 
the Foundation for the reimbursement of an allocation of business office operations and 
maintenance services for the years ended June 30, 2014 and 2013, respectively.  The fees are 
included in other income. 

 
The Foundation owed $105,574 and $31,628 to Wildwood Programs, Inc. as of June 30, 2014 and 2013, 
respectively. 

 
12. RETIREMENT HEALTH REIMBURSEMENT ARRANGEMENT 
 

Wildwood Programs, Inc. sponsors a defined contribution retirement health plan.  The Agency 
contributes $300 annually to a Retirement Health Reimbursement Arrangement (RHRA) for employees 
who have over 10 years of service and 200 hours of accumulated sick time.  In addition, the Agency 
makes an additional contribution for employees who have 10 years of service and over 500 hours of 
accrued sick time.  The Agency also contributes $600 annually for those employees who were eligible 
under a previous retirement health plan.  If an employee leaves Wildwood before they retire, all amounts 
are forfeited to the Agency.  The accumulated health benefit contribution liability as of June 30, 2014 and 
2013 was $475,200 and $457,500 respectively.   

B
-V

III-10



WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

19. 

13.  ENDOWMENTS 
 

The Agency has applied the principles of ASC 958-205.  ASC 958-205 provides guidance on the net 
asset classification of donor-restricted endowment funds for a non-profit organization and also requires 
additional disclosures about an organization’s endowment funds (both donor-restricted endowment 
funds and board-designated endowment funds) whether or not the organization is subject to the Uniform 
Prudent Management of Institutional Funds Act of 2006 (UPMIFA). 
 
Donations to the permanently restricted endowment funds of the Agency are governed by the New York 
Prudent Management of Institutional Funds Act (NYPMIFA) which dictates that annual distributions from 
these types of funds are to be formulated in a manner consistent with the standards of prudence 
prescribed by NYPMIFA. 
 
In accordance with NYPMIFA, the Agency considers the following factors in making a determination to 
appropriate of accumulate donor-restricted endowment funds: (1) the duration and preservation of 
various funds, (2) the purposes of the donor-restricted endowment funds, (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 the Agency, and (7) the Agency’s investment 
policies.  While this law allows for limited invasion of principal where warranted, it is the Agency’s Board 
of Directors policy to maintain and grow these funds over time.  As a result of their policy, the Agency 
classifies as permanently restricted net assets the original value of permanently restricted contributions, 
absent explicit donor stipulations to the contrary.  The remaining portion of restricted contributions is 
classified as temporarily restricted net assets until those amounts are appropriated for expenditure in a 
matter consistent with the standards of prudence.   

 
The Agency has adopted investment and spending policies for permanently restricted net assets that 
attempt to provide a predictable stream of funding to the Agency while maintaining purchasing power.  
Accordingly, the investment process seeks to achieve an after-cost total rate of return, including 
investment income as well as capital appreciation, which exceeds the annual distribution with acceptable 
levels of risk.  All earnings from these funds that are held by the Agency are reflected as temporarily 
restricted net assets until appropriated for program expenditures. 
 
Endowment funds consist of the following at June 30: 
 
             2014 

 
         2013 

Hearst Endowment Fund $  265,736 $ 232,088 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

20. 

 
13.  ENDOWMENTS 
 

Changes in endowment funds for the years ended June 30, 2014 and 2013 are as follows: 
 

 2014 
  

Temporarily 
Restricted 

 
Permanently 
Restricted 

Total Net 
Endowment 

Funds 

Endowment funds,  
 beginning of year 

 
$  32,088 

 
$  200,000 

 
$ 232,088 

Contributions   -  -   - 
Investment income   -  -   - 
Net appreciation (depreciation)   37,400  -   37,400 
Amounts appropriated for 
 expenditure 

 
  (3,752) 

 
  -  

 
  (3,752) 

Endowment funds, end of year $  65,736 $ 200,000 $ 265,736 
 

     2013 
  

Temporarily 
Restricted 

 
Permanently 
Restricted 

Total Net 
Endowment 

Funds 

Endowment funds,  
 beginning of year 

 
$  14,114 

 
$  200,000 

 
$ 214,114 

Contributions   -  -   - 
Investment income   -  -   - 
Net appreciation (depreciation)   17,974  -   17,974 
Amounts appropriated for 
 expenditure 

 
  -  

 
   -  

 
  -  

Endowment funds, end of year $  32,088 $ 200,000 $ 232,088 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

21. 

14. RESTRICTED NET ASSETS 
 

Temporarily restricted net assets consist of endowment funds (see note 13) and the interest in the net 
assets of its related party that are not permanently restricted.  Permanently restricted net assets consist 
of endowment funds (see note 13) and the interest in the net assets of its related party that are 
permanently restricted.  A summary of restricted net assets at June 30 follows: 
 

 2014  2013 
 Temporarily 

Restricted 
 Permanently 

Restricted 
 Temporarily 

Restricted 
 Permanently 

Restricted 
            
Hearst Endowment $ 65,736  $ 200,000  $ 32,088  $ 200,000 
Net Assets of Related Party  5,315,094   1,018,534   5,160,094   987,953 
            
Total $ 5,380,830  $ 1,218,534  $ 5,192,182  $ 1,187,953 

 
15. CONCENTRATIONS 
 

The Agency maintains cash balances at various financial institutions.  Accounts at each institution were 
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 during the years ended 
June 30, 2014 and 2013.  At times the Agency had bank deposits in excess of amounts insured by the 
FDIC. 
 
Approximately 79% of the Agency’s financing is with the County of Albany Industrial Development 
Agency and the Guilderland Industrial Development Agency for each of the years ended June 30, 2014 
and 2013. 
 

16.  WORKERS’ COMPENSTATION 
 

The Agency had obtained workers’ compensation insurance coverage through membership 
in a self-insured trust (CRISP) from July 1999 through June 2002.  The Trust had been 
established to provide lower cost workers’ compensation insurance to the preferred employer 
membership.  The membership consisted of a group of agencies operating similar residential 
programs.  All Trust members are jointly and severally liable for the expenses and obligations 
of the Trust and for the workers’ compensation liability of all participating employers while a 
member of the Trust.  In the event that a Trust member is unable to fund their portion of the 
obligation, the remaining membership would be responsible for making the Trust whole 
which would result in an increased cost to each of the remaining members.  Premiums were 
calculated and paid based on payroll expenses and employee job classifications.  The Trust 
attempted to reduce the risk to individual members by requiring employers to meet certain 
standards and be approved by the Board of Trustees prior to joining the Trust.  Additionally, 
the Trust maintained specified reserves for futures claims and purchased reinsurance to limit 
losses on claims that exceed specified limits.   

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

22. 

16.  WORKERS’ COMPENSTATION 
 
In late October 2010, the Trustees, anticipating the continuation of competitive difficulties 
due to increased regulatory burden imposed on group self-insurance trusts, voted to close 
the CRISP Trust as of December 31, 2010.  The Trust was moved to run-off status overseen 
by the Workers’ Compensation Board of the State of New York and the CRISP Trustees.  In 
run-off, claims will be managed by PMA Management Corp. with oversight by the CRISP 
Trustees.  Ultimate claim values will continue to be measured with the objective of 
maintaining sufficient assets managed by the Trustees to pay all claim obligations going 
forward, through collection of receivables and joint and several liability assessments to 
members as required by the By-Laws and the Workers’ Compensation Board of the State of 
New York.  The Workers’ Compensation Board is required to levy an assessment pursuant 
to Section 50 (3-a)(7)(b) on all employers, who were members of a defaulted group self-
insurer, for such an amount as the Chair determines to be necessary to discharge all 
liabilities of the group self-insurer. 
 
During 2013 the Agency was levied and assessed $214,653, which is reflected as prior year 
Workers’ Compensation Assessment on the accompanying statement of activities.  The 
remaining amount outstanding at June 30, 2014 is $171,218, of which $40,093 is reflected 
as a current liability included with accrued expenses and payroll withholdings. 
 
The Workers’ Compensation Board of the State of New York will oversee the runoff 
operations of the Trust and make adjustments to final obligations of participants as 
necessary.  Any future reductions or additional assessments will be recognized in the 
financial statements as they become known.  Management does not believe they will be 
responsible for any additional costs, but it is at least reasonably possible that this estimate 
could change in the near-term. 
 
The Agency’s future annual minimum payments for this Workers’ Compensation Liability 
are: 

2015  $ 40,093 
2016    40,093 
2017    40,093 
2018    40,093 
2019    10,846 

 
17.  CONTINGENCIES 
 

Personal Allowance Accounts 
 
The Agency is the custodian of clients’ personal allowance funds.  OPWDD regulations provide for the 
use of these funds for authorized and allowable purchases for consumer personal items.  Those 
regulations prohibit the Agency from using or commingling these funds with any of their accounts.  As 
the Agency has no legal right to these funds they have not been reflected in the financial statements. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 AND 2013 
 
 

23. 

 
18.   TAX STATUS 
 

The Agency is exempt from federal income taxes as a not-for-profit corporation under tax 
Section 501(c)(3) as determined by the Internal Revenue Code.  Under ASC Section 740, the 
tax status of tax-exempt entities is an uncertain tax position, since events could potentially 
occur that jeopardize tax-exempt status.  Agency management is not aware of any events that 
could jeopardize tax-exempt status.  Therefore, no liability or provision for income tax has 
been reflected in the financial statements.  Management believes the Agency is no longer 
subject to review by the Internal Revenue Service for tax years prior to 2011.  In addition, the 
Agency qualifies for charitable contribution deductions and has been classified as an 
organization other than a private foundation.   
 
Wildwood Cloud Services is a limited liability corporation that is treated as a disregarded 
entity for tax purposes. 

 
19.   EVALUATION OF SUBSEQUENT EVENTS 
   

The Agency has evaluated subsequent events through October 29, 2014, which is the date these 
financial statements were available to be issued, and have determined that there are no subsequent 
events that require recording or disclosure.    

 

Wildwood Programs, Inc.
Schedule of Functional Expenses
F  th  Y  E d d J  30  2014For the Year Ended June 30, 2014

(With Comparative Totals for 2013)(With Comparative Totals for 2013)

  
Wildwood Cloud Management 2014 2013g
Programs Services, LLC and General Total Total

F ti l EFunctional Expenses
 Salaries and wages 16 692 468$      $                 1 532 089$        18 224 557$       18 224 257$        Salaries and wages 16,692,468$      -$                 1,532,089$        18,224,557$       18,224,257$       
 Employee benefits 6 429 759          -                   500 419             6 930 178           7 092 294            Employee benefits 6,429,759          -                   500,419             6,930,178           7,092,294           
   Total Salaries and Employee Benefits 23,122,227        -                   2,032,508          25,154,735         25,316,551            Total Salaries and Employee Benefits 23,122,227                           2,032,508          25,154,735         25,316,551         

 Supplies 1,635,412          -                   77,664               1,713,076           1,652,927
 Transportation 1,522,440          -                   3,579                 1,526,019           1,594,176
 O                                                                   Occupancy 938,046             -                   -                   938,046              933,341
 Rental of Equipment 9 088                                                       9 088                  9 088 Rental of Equipment 9,088                 -                   -                   9,088                  9,088
 Professional fees and contract service payments 275 261             12 825               110 152             398 238              348 653 Professional fees and contract service payments 275,261             12,825               110,152             398,238              348,653
 Interest 486 365             -                   33 584               519 949              562 597 Interest 486,365                                33,584               519,949              562,597
 Utilities 421,216             -                   14,625               435,841              398,300, , , ,
 Repairs and maintenance 390,715             -                   4,437                 395,152              399,400
 Conferences, convention and meetings 250,381             -                   67,407               317,788              239,310
 Insurance 183,283             -                   1,352                 184,635              166,270
 T l h 113 906                                4 768                 118 674              136 503 Telephone 113,906             -                   4,768                 118,674              136,503
 Postage and shipping 14 793                                  9 168                 23 961                28 927 Postage and shipping 14,793               -                   9,168                 23,961                28,927
 Bad debts 153 017             -                   -                   153 017              934 Bad debts 153,017                                                   153,017              934
 Printing and publications 3,194                 -                   208                    3,402                  7,695g p , , ,
 Depreciation and amortization 1,301,101          -                   46,983               1,348,084           1,386,643

7,698,218          12,825               373,927             8,084,970           7,864,764           

T t l F ti l E 30 820 445$      12 825$             2 406 435$        33 239 705$       33 181 315$       Total Functional Expenses 30,820,445$      12,825$             2,406,435$        33,239,705$       33,181,315$       

24.
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SEIDMAN 
ALLIANCE 

Board of Directors 
Wildwood Programs, Inc. 

Independent Auditors' Report 

Report on the Financial Statements 

We have audited the accompanying financial statements of Wildwood Programs, Inc. 
(the Agency), which comprise the statements of financial posHion as of June 3D, 2013 
and 2012, and the related statements of activHies and cash flows for the years then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally 
accepted in the United States of America. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
audHor's judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the entity's internal control . Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements . 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 

1. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Wildwood Programs, Inc. as of June 30, 2013 and 2012, 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. 

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a 
whole. The schedule functional expenses on page 24 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. 

Latham, NY 
October 1 B, 2013 

2. 
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WILDWOOD PROGRAMS, INC. 
STATEMENTS OF FINANCIAL POSITION 

JUNE 30, 2013 AND 2012 

ASSETS 
2013 2012 

Current Assets 
Cash and cash equivalents $ 2,624,525 $ 2,895,176 
Investments, unrestricted 378,152 410,776 
Accounts receivable 3,797,570 3,777,032 
Due from The Wildwood Foundation 31,628 28,690 
Prepaid expense 180,504 163,559 
Total Current Assets 7,012,379 7,275,233 

Property, Plant and Equipment 
Land and improvements 2,641,481 2,667,494 
Building and improvements 20,640,173 20,765,419 
Furniture, fixtures and equipment 3,697,155 3,812,176 
Total 26,978,809 27,245,089 
Less accumulated depreciation 13,817,240 13,051,938 
Net Property, Plant and Equipment 13,161,569 14,193,151 

Other Assets 
Investments, restricted 232,088 214,114 
Debt service reserves and restricted deposits 874,235 922,028 
Escrow 2,521 2,521 
Security deposits 65,419 63,454 
Deferred financing costs, net of accumulated 
amortization of $612,978 and $550,098 respectively 697,503 760,384 

Interest in net assets of related party 6,148,047 5,775,166 
Total Other Assets 8,019,813 7,737,667 

TOTAL ASSETS $ 28,193,761 $ 29,206,051 

LIABILITIES AND NET ASSETS 

Current Liabilities 
Accounts payable $ 345,039 $ 267,315 
Accrued expenses and payroll with holdings 2,294,884 2,387,610 
Deferred revenue 84,090 77,456 
Accrued interest payments 98,970 99,511 
Current installments of long·term debt 904,434 1,253,492 
Total Current Uabilities 3,727,417 4,085,384 

Long·Term Liabilities 
Long-term debt, net of current installments 9,256,622 9,897,247 
Fair value of swap agreement 935,424 1,340,684 
Retirement health benefit obligation 457,500 355,500 
Workers' compensation liability 171,218 
Total Long-Term Uabilities 10,820,764 11,593,431 

Total Uabilities 14,548,181 15,678,815 

Net Assets 
Unrestricted 7,265,445 7,537,956 
Temporarily restricted 5,192,182 4,852,697 
Permanently restricted 1,187,953 1,136,583 
Total Net Assets 13,645,580 13,527,236 

WILDWOOD PROGRAMS, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2013 

Temporarily 
Unrestricted Restricted 

Program Support and Revenue 
Government agencies $ 29,629,760 $ $ 
Program fees from clients 2,074,231 
Restricted operating grants 489,425 
Net assets released from restrictions 
Total Program Support and Revenue 32,193,416 

Nonprogram Support and Revenue 
Contributions 353,304 
Investment income (9,374) 17,974 
Consulting fees and conferences 9,521 
Other income 171,330 
Total Nonprogram Support and Revenue 524,781 17,974 

Total Revenue 32,718,197 17,974 

Expenses and Losses 
Wildwood programs 30,845,526 
Management and general 2,335,789 
Total Expenses and Losses 33,181,315 

Change In Net Assets Before Change In 
Interest of Net Assets of Related Party (463,118) 17,974 

Change in Interest in Net Assets of 
Related Party 321,51 1 

Change In Net Assets Before Change In Fair 
Value of Swap Contract and Workers' 
Compensation Assessments (463,118) 339,485 

Change In Fair Value of Swap Contract 405,260 
Prior Year Workers' Compensation Assessment (214,653) 

Change In Net Assets (272,511) 339,485 

Net Assets, Beginning of Year 7,537,956 4,852,697 

Net Assets, End of Year $ 7,265,445 $ 5,192,182 $ 
= 
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WILDWOOD PROGRAMS, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2012 

Temporarily 
Unrestricted Restricted 

Program Support and Revenue 
Government agencies $ 29,278,017 $ $ 
Program fees from clients 1,969,900 
Restricted operating grants 439,728 
Net assets released from restrictions 49,910 149,910) 
Total Program Support and Revenue 31,737,555 149,910) 

Nonprogram Support and Revenue 
Contributions 818,092 
Investment income 38,200 (582) 
Consulting fees and conferences 8,190 
Other income 169,690 
Total Nonprogram Support and Revenue 1,034,172 (582) 

Total Revenue 32,771,727 150,492) 

Expenses and losses 
Wildwood Programs 30,004,301 
Management and general 2,325,077 
Totai Expenses and Losses 32,329,378 

Change in Net Assets Before Change in 
Interest of Net Assets of Related Party 442,349 (50,492) 

Change in Interest in Net Assets of 
Related Party 833,687 

Change in Net Assets Before Change in Fair 
Value of Swap Contract 442,349 783,195 

Change in Fair Value of Swap Contract 1439,111) 

Change In Net Assets 3,238 783,195 

Net Assets, Beginning of Year 7,534,718 4,069,502 

Net Assets, End of Year $ 7,537,956 $ 4,852,697 $ 
= 

WILDWOOD PROGRAMS, INC. 
STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED JUNE 30, 2013 

2013 
Cash Flows From Operating Activities 
Change in Net Assets $ 118.344 
Adjustments to reconcile change in net assets to net 
cash provided by operating activities 
Depreciation and amortization 1.386.643 
Bad debts 934 
Realized/unrealized (gain) loss on investments 11.829 
Change in fair value of swap contract (405.260) 
Change In interest in net assets of related party (372.881) 
Change in retirement health benefit obligation 102.000 

(Increase)/decrease in assets 
Accounts receivable (21,472) 
Prepaid expense (16.945) 
Cash. Restricted 
Security deposits (1.965) 

Increase/(decrease) in liabilities: 
Accounts payable 77.724 
Accrued expenses and payroll with holdings (132.816) 
Deferred revenue 6.634 
Accrued DASNY payments (541) 
Workers' compensation liability 211.311 
Net Cash Provided by Operating Activitfes 963,539 

Cash Flows From Investing Activities 
Net proceeds (purchases) of investments 2,821 
Purchases of property, plant and equipment (292,183) 
(Increase) decrease in debt service reserve 47,793 
Net change in due from/to the Wildwood Foundation (2.938) 

Net Cash Used by Investing Activities (244,507) 

Cash Flows From Financing Activities 
Net change in deferred financing costs 
Net advances (repayment) on lines of credit 
Proceeds from long-term debt 
Repayment of long-term debt (989.683) 

Net Cash Used by Financing Activities (989.683) 

Net Increase/(Decrease) in Cash and Cash Equivalents (270.651 ) 

Cash and Cash Equivalents. Beginning of Year 2,895.176 

Cash and Cash Equivalents, End of Year $ 2.624.525 

Supplemental Disclosure of Cash Flow Information 
Cash paid for interest $ 562.597 

Noncash Investing Transactions 
Net realized/unrealized gain (loss) on investments $ (11.829) 

See accompanying notes to financial statements. 

2012 

$ 838.077 

1.382.770 
43.660 

(33.660) 
439.1 11 

(885.331) 
27.300 

(461.043) 
(37.280) 
49.910 
(4.015) 

(61.556) 
(760.159) 

12.248 
93.330 

643.362 

(123,825) 
(765,689) 

(78,229) 
(3.916) 

(971.659) 

(54,054) 
(460,858) 
550,000 

(967,983) 
(932.895) 

(1 ,261 ,192) 

4.156,368 

$ 2.895.176 

$ 564.961 

$ 33,660 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Nature of Activities 

Wildwood Programs, Inc. (the Agency) is a private nonprofit organization that provides education, 
training and other services for persons with learning or other developmental disabilities in New York 
State. Revenues are derived from Medicaid, the New York State Office for People With Developmental 
Disabilities (OPWDD), and contracts with school districts at rates promulgated by the New York State 
Education Department (SED), contract sales and participant fees. The majority of the revenues and 
receivables are from Medicaid and the aforementioned funding sources. The Agency extends credit to 
school districts and other governmental entities within New York State for services provided. 

The Agency is in part supported by the Wildwood Foundation, a related party. Wildwood Foundation is a 
non-profit organization which was organized and is operated for the exclusive purpose of supporting and 
assisting the Agency. The net assets of Wildwood Foundation are included in the financial statements as 
interest in net assets of related party. The individual accounts of Wildwood Foundation are not included 
in these financial statements. 

Cash and Cash Equivalents 

For purposes of the statements of cash flows, the Agency considers all highly liquid investments 
available for current use with an initial maturity of three months or less to be cash equivalents. 

Accounts Receivable 

Accounts receivable are stated at the amount management expects to collect from outstanding 
balances. An allowance for doubtful accounts, if any, is based on a review of outstanding receivables, 
historical collection information and existing economic conditions. Delinquent receivables are written off 
based on individual credit evaluation and specific circumstances of the customer. At June 30, 2013 and 
2012, no allowance for doubtful accounts was considered necessary. Bad debt expense was $934 and 
$43,660 for the years ended June 30, 2013 and 2012, respectively. 

Property, Plant and Equipment and Depreciation 

Property, plant and equipment are stated at acquisition cost or at estimated fair value at the date of 
donation less accumulated depreciation. Depreciation is provided for in amounts sufficient to relate the 
cost of depreciable assets to operations on a straight-line basis over the following estimated useful lives: 

Land improvements 
Building and improvements 
Furniture, fixtures and equipment 

Years 
2-25 
5-25 
5-10 

Additions and betterments are capitalized, while maintenance and repairs that do not improve or extend 
the useful lives of the respective assets are charged to operations when incurred. When property, plant 
and equipment are sold or otherwise disposed of, the asset account and the related accumulated 
depreciation account are relieved and any gain or loss is included in operations. 

7. 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Deferred Financing Costs 

Deferred financing costs consist of bond closing costs incurred on the Agency's various bonded 
mortgages. These costs are being amortized on a straight-line basis over the terms of the obligations. 
Amortization expense was $62.880 and $61,815 for the years ended June 30, 2013 and 2012, 
respectively. Amortization expense is expected to be approximately $64,000 in each of the next five 
years. 

Self-Insured Dental and Prescription Plans 

Wildwood Programs, Inc. is self-insured for its employees' dental benefits and medical prescription 
benefits on a cost-reimbursement basis. Under the program, WUdwood Programs, Inc. is responsible for 
the cost of claims. All known claims and an estimate of Incurred, but unreported claims computed using 
the history obtained by management, have been recorded as employee benefits in the financial 
statements for the years ended June 30, 2013 and 2012. The difference between the amounts paid to 
the claims administrator and the amount recorded as expense is recorded as accrued expenses on the 
statements of financial pos~ion . The dental benefrts payable at June 30, 2013 and 2012 was $30,554 
and $2,319, respectively. The medical prescription benefrts payable at June 30, 2013 and 2012 was 
$57,317 and $33,165, respectively. 

Deferred Revenue 

Deferred revenue represents funds received for which the Agency has not fulfilled their obligation to 
recognize them as revenue. Services will be provided in future periods and/or remaining amounts will be 
recouped by funding sources. 

Fair Value of Debt Instruments 

The carrying amount of debt instruments on the financial statements approximates fair value based on 
current rates at which the Agency could borrow funds with similar remaining matur~ies. See footnote 8 
and 9 for further details. 

Net Assets 

The net assets of the Agency are reported in three classes of net assets as follows: 

Unrestricted Net Assets - Include amounts that have no external restrictions on their use or purpose. The 
Board of Directors can authorize use of those funds as it desires to carry on the purpose of the Agency 
according to its by-laws. 

Temporarily Restricted Net Assets - Include the portion of the interest in the net assets of ~s related party 
that is other than permanently restricted on the related party's financial statements and represents 
resources that are either temporarily restricted by the donor or are not available for immediate use by the 
Agency until they are transferred by the related party. 

Permanently Restricted Net Assets - Include the portion of the interest in the net assets of its related 
party that are permanently restricted on the related party's financial statements and also represent 
amounts contributed w~h donor stipulations to maintain donated amounts in perpetuity. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Revenue Recognition 

Revenue from Medicaid, OPWDD and SED is recognized when services are rendered at approved rates. 
These rates are primarily cost based as determined by allowable expenditures in rate'setting periods. 
Costs are subject to audit by third party payors and changes, if any, are recognized in the year known. 
Client fees represent the participants' personal contribution towards the cost of goods and services 
provided by the Agency. These charges are regulated by federal and state law. 

Contributions 

Contributions are recognized when the donor makes a promise to give to the Agency that is, in 
substance, unconditional. Contributions without donor·imposed restrictions are reported as unrestricted 
support. Donor-restricted contributions are reported as increases in temporarily or permanently 
restricted net assets depending on the nature of the restriction. When a donor restriction expires, that is, 
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net 
assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets 
released from restrictions. Restricted contributions whose restrictions are met in the same reporting 
period are classified as unrestricted contributions. 

Allocation of Expenses 

Directly identifiable expenses are charged to programs and supporting services. Expenses related to 
more than one function are charged to programs and supporting services using specific allocation 
methods. Management and general expenses include those expenses that are not directly identifiable 
with any other specific function but provide for the overall support and direction of the Agency. 

Risks and Uncertainties 

The Agency invests in various investment securities. Investment securities are exposed to various risks 
such as interest rate, market and credit risks. Due to the level of risk associated w~h certain investment 
secur~ies, it is at least reasonably possible that changes in the values of investment securities will occur 
in the near term and that such changes could materially affect the amounts reported in the statements of 
financial position. 

Estimates 

Management uses estimates and assumptions in preparing financial statements. Those estimates and 
assumptions affect reported amounts of assets and liabilities, the disclosure of contingent assets and 
liabil~ies, and the reported revenues and expenses. Accordingly, actual results could differ from those 
estimates. 

Interest and Dividend Income 

The Agency recognizes interest income and dividends on the date they are posted to the various 
accounts by the financial institutions. 

9. 

2. INVESTMENTS 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

Investments consist of marketable equity and debt securities carried at fair value based on readily 
determinable quoted market prices and consist of the following at June 30, 2012 and 2012: 

2013 2012 
Cost Fair Value Cost Fair Value 

Debt securities $ 368,860 $ 381,773 $ 240,562 $ 264,482 
Money markets 41,817 41,817 219,017 219,017 
Equities 179,130 186,650 155,969 141,391 
Total Investments :Ii 589,807 :Ii 6HI,24O :Ii 615,518 $ 621,!lllO 

The following schedule summarizes the investment income in the statement of activities for the years 
ended June 30, 2013 and 2012: 

Interest and dividend income 
Net realized and unrealized gain (loss) on investments 
Total Investment Income 

3. PROPERTY, PLANT AND EQUIPMENT 

$ 

:Ii 

2013 

20,429 
(11,829) 

8600 

2012 

$ 3,958 
33,660 

:Ii az 618 

Property, plant and eqUipment, consists of the following as of June 30, 2012 and 2012: 

Land 
Land improvements 
Building 
Building improvements 
Furniture, fixtures and equipment 
Total 

Less: Accumulated depreciation 
Net, Property, Plant and Equipment 

$ 960,600 
1,680,881 

10,852,815 
9,787,358 
3,697,155 

26,978,809 
13,817,240 

:Ii 1 a,161 ,569 

$ 960,600 
1,706,894 

10,856,417 
9,909,002 
3,812,176 

27,245,089 
13,051,938 

:Ii 14,19a,151 

Depreciation expense was $1,323,763 and $1 ,320.955 for the years ended June 30,2013 and 2012, 
respectively. 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 

The debt service reserves represent deposits held by the Trustees of the Dormitory Authority (DA) and 
Albany County Industrial Development Agency (AIDA). These deposits will be used to satisfy the last 
payments required on mortgages held by the DA and the AIDA or can be used prior to that time to pay 
amounts that are in default. The reserve fund earns interest, which is used to reduce the payment 
obligations under the mortgages. Total debt service reserves were $830,216 and $877,976 at June 30, 
2013 and 2012, respectively. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 

Restricted deposits represent amounts held in trust by a third-party administrator related to the Agency's 
pension plan. These amounts are to be used to pay for employer contributions or expenses of the plan. 
The restricted deposits were $44,019 and $44,052 at June 30, 2013 and 2012, respectively. 

5. LINES OF CREDIT 

The Agency has the following lines of credit as of June 30, 2013 and 2012: 

$500,000 unsecured line of credit with KeySank to be 
drawn upon as needed for real estate, the interest rate is 
established at Prime plus 1 % (4.25% at June 30, 2013), 
expiring December 31, 2013. The line is guaranteed by 
The Wildwood Foundation. $ 

$500,000 unsecured line of credit with Citizens Sank, NA 
to be drawn upon as needed for real estate, the interest 
rate is established at USOR Advantage plus 2.5% (2.69% 
at June 30,2013), expiring January 30,2014. The line is 
guaranteed by The Wildwood Foundation. 

$500,000 unsecured line of credit with KeySank to be 
drawn upon as needed, the interest rate is established at 
Prime plus 1% (4.25% at June 30,2013), expiring 
December 31, 2013. The line is guaranteed by The 
Wildwood Foundation. 

$750,000 unsecured line of credit with Citizens Sank, N.A. 
to be drawn upon as needed, the interest rate is 
established at USOR Advantage plus 2.5% (2.69% at 
June 30,2013), expiring January 30,2014. The line is 
guaranteed by The Wildwood Foundation. 

Total Lines of Credit 

6. LEASES 

$ 

$ 

$ 

The Agency's minimum future rental payments under non-cancelable operating leases having remaining 
terms in excess of one year as of June 30, 2013 for each of the next five years and in the aggregate are 
as follows: 
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6. LEASES 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

Year Ended June 30. 

2014 
2015 
2016 
2017 
2018 
Thereafter 
Total 

Amount 

$ 587,593 
594,078 
604,520 
620,608 
620,665 

2,130,058 
S 5 HiZ522 

Rental expense included in the statements of activities was $933,341 and $853,113 for the years ended 
June 30, 2013 and 2012, respectively. 

7. LONG-TERM DEBT 

The Agency's long-term debt consists of the following as of June 30: 

2003 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its 
New York State Rehabilitation Associated Pooled Loan 
Program No.2, consisting of two issues, Series 2003A 
(non-taxable) and 2003B (federally taxable). Several not
for-profit corporations received varying portions of the 
bond issue proceeds. Each corporation's liability is 
limited to its allocable portion of the unpaid principal 
amount of the outstanding bonds. The bonds are 
secured by the pledge of revenues, subject to prior 
pledges and the reserve funds established under the 
bond. The bond is also secured by two financial 
guaranty insurance policies. Bonds are payable in 
various increments through July I, 2019. Interest rates 
vary from 3.00% to 5.25%, depending on the maturity 
dale of the particular bond. Payments by the 
participating corporations are due monthly. The loan 
agreements also contain various covenants, including a 
debt service coverage ratio. $ 379,219 $ 469,219 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

7. LONG-TERM DEBT 

2013 2012 
2006 Insured Revenue Bonds, with the Albany County 
Industrial Development Agency, issued through the 
Bank of New York, under Special Needs Facility 
Pooled Program, consisting of two issues, Series 
2006K-1 (non-taxable) and Series 2006K-2 (federally 
taxable). The bonds are secured by the mortgaged 
property located in Colonie, New York; and a secured 
interest in certain fixtures. furnishings and equipment. 
The bond is also secured by financial guaranty 
insurance policies. Bonds are payable in various 
increments through July 1, 2026. Interest rates range 
from 4.35%-5%. Payments are due semi-annually on $ 2,960,000 $ 3,100,000 
January 1 and July 1. 

Vehicle and equipment loans payable to various 
financial institutions at various rates ranging from 0.9% 
to 7.375%, secured by vehicles and equipment. 
Monthly payments range from $319 to $702 and are 
applied first to interest and then to principal. The loans 
have maturity dates through June 2014. 378,184 364,490 

2007 Insured Revenue Bonds, w~h the Guilderland 
Industrial Development Agency, issued through Bank 
of New York, under Multi-Mode Variable Rate Civic 
Facil~ Program, consist of four issues. The bonds are 
secured by the land and building located in 
Guilderland, New York; and a secur~ interest in 
certain fixtures, furnishings and equipment. The bond 
is secured by a KeyBank letter of credit. Bonds are 
payable in various increments through July 1, 2032. 
Interest rates in effect during the year ended June 30, 
2013 ranged between .23% - .40%. Payments are due 
annually on July 1. These rates are fixed with an 5,040,000 5,715,000 
interest rate swap contact with KeyBank (see Note 8). 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

7. LONG·TERM DEBT 

2013 2012 

2010 Insured Revenue Bonds. issued through the 
Dormitory Authority of the State of New York, under ~s Inter 
Agency Council Pooled Loan Program No.1, consisting of 
two issues, Series 2010A-l (non-taxable) and 2010A-2 
(federally taxable). Several not-for-prof~ corporations 
received varying portions of the bond issue proceeds. 
Each corporation's liability is limited to its allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond. The bond is aiso secured by two financial 
guaranty insurance policies. Bonds are payable in various 
increments through July 1, 2029. Interest rates vary from 
2.1 % to 5.0%, depending on the maturity date of the 
particular bond. Payments by the participating 
corporations are due monthly. The loan agreements also 
contain various covenants, including a debt service 
coverage ratio. $ 330,000 $ 355,000 

2011 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under ~s Inter 
Agency Council Pooled Loan Program No. 1, consisting of 
two issues, Series 2011A-l (non-taxable) and 2011A-2 
(federally taxable). Several not-for-proftt corporations 
received varying portions of the bond issue proceeds. 
Each corporation's liability is limited to ~s allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond. The bond is also secured by two financial 
guaranty insurance policies. Bonds are payable in various 
increments through July 1, 2026. Interest rates vary from 
1.20% to 4.125%, depending on the maturity date of the 
particular bond. Payments by the participating 
corporations are due monthly. The loan agreements also 
contain various covenants, including a debt service 
coverage ratio. 525,000 550,000 

Community Preservation Corporation Mortgage, fixed 
interest rate of 6.12%, monthly payments of $5,841 through 
October 2019, secured by buildings. 548,653 597,030 

Total 10,161,056 11,150,739 
Less current installments of long-term debt 904,434 1,253,492 
Long-term Debt, Net of Current Installments $ 9.256.622 $ 9.a91,247 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

7. LONG-TERM DEBT 

Long-term debt is payable in each of the next five years and thereafter as follows: 

Year Ended June 30. 

2014 
2015 
2016 
2017 
2018 
Thereafter 

$ 

Amount 

904,434 
910,425 
867,827 
533,054 
481,786 

6,178,530 

Interest expense was $562,597 and $564,961 for the years ended June 30, 2013 and 2012, 
respectively. 

The Agency has agreed to a number of covenants including a debt service coverage ratio of 
greater than 1 :1. At June 30, 2013 and 2012, the Agency met these debt covenant 
requirements. 

8. INTEREST RATE SWAP AGREEMENT 

The Agency entered into an interest rate swap agreement (the swap) in order to reduce the 
impact of changes in interest rates on its Variable Rate Demand Civic Facility Revenue Bonds, 
issued by the Guilderland Industrial Development Agency. The swap qualifies as a hedge 
under generally accepted accounting principles. The Agency has assumed no 
ineffectiveness in the swap as, among other things, the initial amount of the swap was 
$6,950,000 which was comprised of two separate swap agreements, one for $4,895,000 at a 
fixed interest rate of 4.135% that matures on July 1 , 2032 and the other for $2,055,000 at a 
fixed interest rate of 3.965% that matures on July 1 ,2015. The current amount of bonds 
under the swap agreement is $4,205,000 maturing on July 1, 2032 and $840,000 maturing on 
July 1, 2015. The total remaining principal not covered by the swap is $0. Changes in the fair 
value of the swap are accounted for as the change in fair value of swap contract in the 
accompanying statements of activities. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

FAIR VALUE MEASUREMENTS 

The fair value of financial instruments measured on a recurring basis at June 30, 2013 and 2012 are as 
follows: 

Fair Value Measurements at Reporting Date Using: 

Significant 
Quoted Prices in other 

Active Markets for Unobservable 
Identical Assets Inputs 

Fair Value ( Levell} (LeveI3} 
June 30. 2013 
ASSETS 
Investments: 
Cash Equivalents $ 41,817 $ 41 ,817 $ 
Equities 

Consumer Discretionary 13,536 13,536 
Consumer Staples 19,907 19,907 
Financials 50,866 50,866 
Health Care 12,721 12,721 
Industrials 14,944 14,944 
Information Technology 17,856 17,856 
Telecommunications 2,265 2,265 

Mutual Funds 
Index Funds 5,870 5,870 
Domestic Equity 27,025 27,025 
Foreign Equity 6,956 6,956 
other 14,704 14,704 

Corporate Debt Securities 164,118 164,118 
Government Debt Securities 217,655 217,655 

Total Investments 610240 610240 

LIABILITIES 
Beginning Balance $ 1,340,684 $ $ 1,340,684 
Current year (gain)/loss ~Q~,26Q) (405,260) 
Fair value of interest rate swap 
agreement (see Note 8) S !l35 ~2.4 $ S 9:35121 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

FAIR VALUE MEASUREMENTS 

Fair Value Measurements at Re(!ortlng Date Using: 
Significant 

Quoted Prices In Other 
Active Markets for Unobservable 
Identical Assets Inputs 

Fair Value ( Level 11 (Level 31 

June 30. 2012 
ASSETS 
Investments: 
Cash Equivalents $ 219,017 $ 219,017 $ 
Equities 

Consumer Discretionary 16,329 16,329 
Consumer Staples 24,701 24,701 
Financials 28,948 28,948 
Health Care 16,3BO 16,3BO 
Industrials 10,206 10,206 
Information Technology 20,B02 20,B02 
Telecommunications 2,000 2,000 

Mutual Funds 
Index Funds 5,B62 5,B62 
Domestic Equity 7,040 7,040 
Foreign Equity 2,396 2,396 
Government Bond 6,727 6,727 

Government Debt Services 264,4B2 264,4B2 
Total Investments 624 B90 624 B90 

LIABILITIES 
Beginning Balance $ 901,573 $ $ 901,753 
Current year (gain)/loss 439,111 439,111 
Fair value of interest rate swap 
agreement (see Note B) $ j ,3~Q!6a~ :Ii :Ii j 3~Q 6a~ 

FASB ASC B20, Fair Value Measurements, establishes a fair value hierarchy that prior~izes the inputs to 
valuation techniques used to measure fair value. The hierarchy consists of three broad levels: Level 1 
inputs consist of quoted prices in active markets for identical assets and liabil~ies and have the highest 
priority, Level 2 consists of other observable inputs other than Level 1 prices, and Level 3 inputs consist 
of unobservable inputs and have the lowest prior~. The Agency uses appropriate valuation techniques 
based on the available inputs to measure the fair value of its financial instruments. When available, the 
Agency measures fair value using Level 1 and Level 2 inputs because they generally provide the most 
reliable evidence of fair value. Level 3 inputs are only used when Level 1 or Level 2 inputs are not 
available. There were no transfers between levels during the year ended June 30, 2013. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

9. FAIR VALUE MEASUREMENTS 

Level 1 Fair Value Measurements 
The fair values of investments are determined by reference to quoted market prices and other relevant 
information generated by market transactions. 

Level 3 Fair Value Measurements 
The interest rate swap agreement is not actively traded. The fair value of the interest rate swap 
agreement is based on proprietary models used by the party to the agreement. 

10. PENSION PLAN 

The Agency maintains a noncontributory, defined contribution retirement plan which covers all full or 
part-time employees who meet certain minimum hours of service requirements. In addition, employees 
must complete one year of service by January 1 to quality for employer contributions during that year. 

The Agency's contributions to the plan range from 3% to 12%, based on the employee's years of service, 
and are based on wages earned during the calendar year for qualifying employees. The contributions 
are deposited into a tax-deferred annuity, which is administered in compliance with the Employee 
Retirement Income Security Act of 1974 (ERISA). The Agency's pension expense was $1,111,595 and 
$1,080,941 for the years ended June 30, 2013 and 2012, respectively. 

11. RELATED PARTIES 

The Wildwood Foundation (the Foundation) is a not-for-profit corporation whose charitable purpose is 
supporting and assisting the Agency. The Foundation carries on fund-raising activities and special 
events that are for the benefrt of the Agency. The Foundation is exempt from federal income taxes under 
section 501 (c)(3) of the Internal Revenue Code. 

During the years ended June 30, 2013 and 2012. the following transactions occurred between the 
Agency and the Foundation: 

• The Foundation donated $343,304 and $798.092 to the Agency for the years ended June 30, 
2013 and 2012, respectively. These amounts are included in contributions on the statements of 
activities. 

• The Agency has a contract with the Foundation to reimburse certain costs incurred by the 
Agency. This contract includes the salaries and benefits of those staff that perform work on 
behalf of the Foundation. The Agency charged administrative fees of $29,117 and $21,503 to 
the Foundation for the reimbursement of an allocation of business office operations and 
maintenance services for the years ended June 30, 2013 and 2012, respectively. The fees are 
included in other income. 

The Foundation owed $31,628 and $28,690 to Wildwood Programs, Inc. as of June 30, 2013 and 2012, 
respectively. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

12. RETIREMENT HEALTH REIMBURSEMENT ARRANGEMENT 

Wildwood Programs, Inc. sponsors a defined contribution retirement health plan. The Agency 
contributes $300 annually to a Retirement Health Reimbursement Arrangement (RHRA) for employees 
who have over 10 years of service and 200 hours of sick time. In addition, the Agency makes an 
additional contribution for employees who have 10 years of service and over 500 hours of sick time. The 
Agency also contributes $600 annually for those employees who were eligible under a previous 
retirement health plan. If an employee leaves Wildwood before they retire, all amounts are forfeited to 
the Agency. The accumulated health benefit contribution liability as of June 30, 2013 and 2012 was 
$457,500 and $355,500 respectively. 

13. ENDOWMENTS 

The Agency has applied the principles of The Financial Accounting Standards Board (FASB)'s Staff 
Position (FSP) No. FAS 117·1, Endowments of Not·for·Profit Organizations: Net Asset Classification of 
Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and 
Enhanced Disclosures of All Endowment Funds, which is now known as FASB ASe 958·205. FASB ASC 
958-205 provides guidance on the net asset classification of donor-restricted endowment funds for a 
non-profit organization and also requires additional disclosures about an organization's endowment 
funds (both donor-restricted endowment funds and board-designated endowment funds) whether or not 
the organization is subject to the Uniform Prudent Management of Institutional Funds Act of 2006 
(UPMIFA). 

Donations to the permanently restricted endowment funds of the Agency are governed by the New York 
Prudent Management of Institutional Funds Act (NYPMIFA) which dictates that annual distributions from 
these types of funds are to be formulated in a manner consistent with the standards of prudence 
prescribed by NYPMIFA. 

In accordance with NYPMIFA, the Agency considers the following factors in making a determination to 
appropriate of accumulate donor-restricted endowment funds: (1) the duration and preservation of 
various funds, (2) the purposes of the donor-restricted endowment funds, (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 the Agency, and (7) the Agency's investment 
policies. While this law allows for limited invasion of principal where warranted, it is the Agency's Board 
of Directors' policy to maintain and grow these funds over time. As a result of their policy, the Agency 
classifies as permanently restricted net assets the original value of permanently restricted contributions, 
absent explicit donor stipulations to the contrary. The remaining portion of restricted contributions is 
classified as temporarily restricted net assets until those amounts are appropriated for expenditure in a 
matter consistent with the standards of prudence. 

19. 

13. ENDOWMENTS 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

The Agency has adopted investment and spending policies for permanently restricted net assets that 
attempt to provide a predictable stream of funding to programs while maintaining purchasing power. 
Accordingly, the investment process seeks to achieve an after-cost total rate of return, including 
Investment income as well as capital appreciation, which exceeds the annual distribution with acceptable 
levels of risk. All earnings from these funds that are held by the Agency are reflected as temporarily 
restricted net assets until appropriated for program expenditures. 

Endowment funds consist of the following at June 30: 

Hearst Endowment Fund $ 232.088 $ 214114 

Changes in endowment funds for the years ended June 30, 2013 and 2012 are as follows: 

Endowment funds, 
beginning of year 

Contributions 
Investment income 
Net appreciation (depreciation) 

Amounts appropriated for 
expenditure 

Endowment funds, end of year 

Endowment funds, 
beginning of year 

Contributions 
Investment income 

Net appreciation (depreciation) 
Amounts appropriated for 
Expend~ure 

Endowment funds. end of year 

$ 

$ 

$ 

Temporarily 
Restricted 

14,114 $ 

17,974 

32088 $ 

Temporarily 
Restricted 

14,696 $ 

(582) 

14 11 4 S 

2013 

Permanently 
Restricted 

200.000 $ 

200.000 $ 

2012 

Permanently 
Restricted 

200,000 $ 

Total Net 
Endowment 

Funds 

214,114 

17,974 

232088 

Total Net 
Endowment 

Funds 

214,696 

(582) 

200 000 $i!1-__ ,!;2,!;14~ . .J.1 ,1;14:& 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

14. RESTRICTED NET ASSETS 

15. 

Temporarily restricted net assets consist of endowment funds (see note 13) and the interest in the net 
assets of its related party that are not permanently restricted. Permanently restricted net assets consist 
of endowment funds (see note 13) and the interest in the net assets of its related party that are 
permanently restricted. A summary of restricted net assets at June 30 follows: 

2013 2012 
Temporarily Permanently Temporarily Permanently 
Restricted Restricted Restricted Restricted 

Hearst Endowment $ 32,088 $ 200,000 $ 14,114 $ 200,000 
Net Assets of Related Party 5,160,094 987,953 4,838,583 936,883 

Total $ 5,192,182 $ 1,187,953 $ 4,852,697 $ 1,136,883 

CONCENTRATIONS 

The Agency maintains cash balances at various financial insmutions. Accounts at each institution were 
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 during the years ended 
June 30, 2013 and 2012. At times the Agency had bank deposits in excess of amounts insured by the 
FDIC. 

Approximately 79% and 83% of the Agency's financing is with the County of Albany Industrial 
Development Agency and the Guilderland Industrial Development Agency, respectively, for the years 
ended June 30, 2013 and 2012. 

16. WORKERS' COMPENSTATION 

The Agency had obtained workers' compensation insurance coverage through membership 
in a self·insured trust (CRISP) from July 1999 through June 2002. The Trust had been 
established to provide lower cost workers' compensation insurance to the preferred employer 
membership. The membership consisted of a group of agencies operating similar residential 
programs. All Trust members are jointly and severally liable for the expenses and obligations 
of the Trust and for the workers' compensation liability of all participating employers while a 
member of the Trust. In the event that a Trust member is unable to fund their portion of the 
obligation, the remaining membership would be responsible for making the Trust whole 
which would result in an increased cost to each of the remaining members. Premiums were 
calculated and paid based on payroll expenses and employee job classifications. The Trust 
attempted to reduce the risk to individual members by requiring employers to meet certain 
standards and be approved by the Board of Trustees prior to joining the Trust. Additionally, 
the Trust maintained specHied reserves for futures claims and purchased reinsurance to limit 
losses on claims that exceed specified limits. 

21 . 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

16. WORKERS' COMPENSTATION 

17. 

In late October 2010, the Trustees, anticipating the continuation of competitive difficulties 
due to increased regulatory burden imposed on group self-insurance trusts, voted to close 
the CRISP Trust as of December 31,2010. The Trust was moved to run-off status overseen 
by the Workers' Compensation Board of the State of New York and the CRISP Trustees. In 
run-off, claims will be managed by PMA Management Corp. with oversight by the CRISP 
Trustees. Ultimate claim values will continue to be measured with the objective of 
maintaining sufficient assets managed by the Trustees to pay all claim obligations going 
forward, through collection of receivables and joint and several liability assessments to 
members as required by the By-Laws and the Workers· Compensation Board of the State of 
New York. The Workers' Compensation Board is required to levy an assessment pursuant 
to Section 50 (3-a)(7)(b) on all employers, who were members of a defaulted group self
insurer, for such an amount as the Chair determines to be necessary to discharge all 
liabilities of the group self-insurer. 

During 2013 the Agency was levied and assessed $214,653, which is reflected as prior year 
Workers' Compensation Assessment on the accompanying statement of activities. The 
remaining amount outstanding at June 30, 2013 is $211,311, of which $40,093 is reflected 
as a current liability included with accrued expenses and payroll withholdings. 

The Workers' Compensation Board of the State of New York will oversee the runoff 
operations of the Trust and make adjustments to final obligations of participants as 
necessary. Any future reductions or additional assessments will be recognized in the 
financial statements as they become known. Management does not believe they will be 
responsible for any additional costs, but it is at least reasonably possible that this estimate 
could change in the near-term. 

The Agency's future annual minimum payments for this Workers' Compensation Liability 
are: 

2014 $ 40,093 
2015 40,093 
2016 40,093 
2017 40,093 
2018 40,093 
Thereafter 10,846 

CONTINGENCIES 

Personal Allowance Accounts 

The Agency is the custodian of clients' personal allowance funds. OPWDD regulations provide for the 
use of these funds for authorized and allowable purchases for consumer personal items. Those 
regulations prohibit the Agency from using or commingling these funds with any of their accounts. As 
the Agency has no legal right to these funds they have not been reflected in the financial statements. 

22. 
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18. TAX STATUS 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 AND 2012 

The Agency is exempt from federal income taxes as a not-for-profit corporation under tax 
Section 501 (c)(3) as determined by the Internal Revenue Code. Under Accounting Standards 
Codification (AS C) Section 740, the tax status of tax-exempt entities is an uncertain tax 
position, since events could potentially occur that jeopardize tax-exempt status. Agency 
management is not aware of any events that could jeopardize tax-exempt status. Therefore, 
no liability or provision for income tax has been reflected in the financial statements. 
Management believes the Agency is no longer subject to review by the Internal Revenue 
Service for tax years prior to 2010. In addition, the Agency qualifies for charitable contribution 
deductions and has been classified as an organization other than a private foundation. 

19. EVALUATION OF SUBSEQUENT EVENTS 

The Agency has evaluated subsequent events through October 1 B, 2013, which is the date these 
financial statements were available to be issued, and have determined that there are no subsequent 
events that require recording or disclosure. 

23. 

Wildwood Programs, Inc. 
Schedule of Functional Expenses 
For the Year Ended June 3D, 2013 
(With Comparative Totals for 2012) 

Wildwood Management 2013 
Programs and General Total 

Functional Expenses 
Salaries and wages $ 16,707,541 $ 1,516,716 $ 18.224,257 
Employee benefits 6,618,900 473,394 7,092,294 
Total Salaries and Employee Benelits 23,326,441 1,990,110 25,316,551 

Supplies 1,580,068 72,859 1,652,927 
Transportation 1,587,999 6,1 77 1,594,176 
Occupancy 933,041 300 933,341 
Rental of Equipment 9,088 9,088 
Professional fees and contract service payments 272,885 75,768 348,653 
Interest 525,877 36,720 562,597 
Utilities 386,660 11,640 398,300 
Repairs and maintenance 392,764 6,636 399,400 
Conferences, convention and meetings 183,662 55,648 239,310 
Insurance 165,242 1,028 166,270 
Telephone 126,492 10,011 136,503 
Postage and shipping 16,522 12,405 28,927 
Bad debts 934 934 
Printing and publications 3,290 4,405 7,695 
Depreciation and amortization 1,334,561 52,082 1,386,643 

7,519,085 345,679 7,864,764 

Total Functional Expenses $ 30,845,526 $ 2,335,789 $ 33,181,315 
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1. 

 
 
 
 
 INDEPENDENT AUDITORS' REPORT 
 
 
Board of Directors 
Wildwood Programs, Inc. 
 
We have audited the accompanying statement of financial position of Wildwood 
Programs, Inc. (the Agency) as of June 30, 2012, and the related statements of 
activities and cash flows for the year then ended.  These financial statements are 
the responsibility of the Agency's management.  Our responsibility is to express an 
opinion on these financial statements based on our audit.  The financial statements 
of Wildwood Programs, Inc. as of June 30, 2011, were audited by other auditors 
whose report dated November 17, 2011 expressed an unqualified opinion on those 
statements.   
 
We conducted our audit in accordance with U.S. generally accepted auditing 
standards. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Agency’s internal control over financial reporting.  Accordingly, 
we express no such opinion.  An audit also includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We 
believe that our audit provides a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all 
material respects, the financial position of Wildwood Programs, Inc. as of June 30, 
2012, and the changes in its net assets and its cash flows for the year then ended in 
conformity with U.S. generally accepted accounting principles. 
 
Our audit was conducted for the purpose of forming an opinion on the financial 
statements taken as a whole.  The schedule of functional expenses on page 20 is 
presented for purposes of additional analysis and is not a required part of the June 
30, 2012 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 2012 financial statements.  The 
information has been subjected to the auditing procedures applied in the audit of 
the 2012 financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the 2012 financial statements or to the 2012 
financial statements themselves, and other additional procedures in accordance 
with U.S. generally accepted auditing standards.  In our opinion, the information is 
fairly stated in all material respects in relation to the 2012 financial statements as a 
whole. 
 

Marvin and Company, P.C. 
 
October 11, 2012 
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ASSETS
2012 2011

Current Assets
 Cash and cash equivalents 2,895,176$        4,156,368$        
 Cash, restricted -                        49,910
 Investments, unrestricted 410,776 252,709
 Accounts receivable 3,777,032 3,359,649
 Due from The Wildwood Foundation 28,690 24,774
 Prepaid expense 163,559 126,279
  Total Current Assets 7,275,233 7,969,689

Property, Plant and Equipment
 Land and improvements 2,667,494 2,661,719
 Building and improvements 20,765,419 20,427,009
 Furniture, fixtures and equipment 3,812,176 3,507,516
  Total 27,245,089 26,596,244
 Less accumulated depreciation 13,051,938 11,847,827
  Net Property, Plant and Equipment 14,193,151 14,748,417

Other Assets
 Investments, restricted 214,114 214,696
 Debt service reserves and restricted deposits 922,028 843,799
 Escrow 2,521 2,521
 Security deposits 63,454 59,439
 Deferred financing costs, net of accumulated 
  amortization of $550,098 and $488,283 respectively 760,384 768,145
 Interest in net assets of related party 5,775,166 4,889,835
   Total Other Assets 7,737,667 6,778,435

   TOTAL ASSETS 29,206,051$      29,496,541$      

LIABILITIES AND NET ASSETS 

Current Liabilities
 Accounts payable 267,315$           328,871$           
 Lines of credit -                        460,858             
 Accrued expenses and payroll withholdings 2,332,685 3,092,844
 Deferred revenue 77,456 65,208
 Due to funding sources 434,436 341,106
 Current installments of long-term debt 1,253,492          1,171,491          
  Total Current Liabilities 4,365,384          5,460,378          

Long-Term Liabilities
 Long-term debt, net of current installments 9,617,247 10,117,231
 Fair value of swap agreement 1,340,684 901,573
 Retirement health benefit obligation 355,500 328,200
   Total Long-Term Liabilities 11,313,431 11,347,004

   Total Liabilities 15,678,815 16,807,382

Net Assets 
 Unrestricted 7,537,956          7,534,718          
 Temporarily restricted 4,852,697          4,069,502          
 Permanently restricted 1,136,583          1,084,939          
   Total Net Assets 13,527,236        12,689,159        
 
   TOTAL LIABILITIES AND NET ASSETS 29,206,051$      29,496,541$      

WILDWOOD PROGRAMS, INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2012 AND 2011

See accompanying notes to financial statements.  2.
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Unrestricted
Temporarily 
Restricted

Permanently 
Restricted Total

Program Support and Revenue
  Government agencies 29,278,017$           -$                       -$                    29,278,017$      
  Program fees from clients 1,969,900               -                         -                      1,969,900          
  Restricted operating grants 439,728                  -                         -                      439,728             
  Net assets released from restrictions 49,910                    (49,910)              -                      -                         
    Total Program Support and Revenue 31,737,555             (49,910)              -                      31,687,645        

Nonprogram Support and Revenue
  Contributions 818,092                  -                         -                      818,092             
  Investment income 38,200                    (582)                   -                      37,618               
  Consulting fees and conferences 8,190                      -                         -                      8,190                 
  Other income 169,690                  -                         -                      169,690             
    Total Nonprogram Support and Revenue 1,034,172               (582)                   -                      1,033,590          

     Total Revenue 32,771,727             (50,492)              -                      32,721,235        

Expenses and Losses
  Wildwood Programs 30,004,301             -                         -                      30,004,301        
  Management and general 2,325,077               -                         -                      2,325,077          
   Total Expenses and Losses 32,329,378             -                         -                      32,329,378        

Change in Net Assets Before Change in
 Interest of Net Assets of Related Party 442,349                  (50,492)              -                      391,857             

Change in Interest in Net Assets of
 Related Party -                              833,687             51,644            885,331             

Change in Net Assets Before Change in Fair
    Value of Swap Contract 442,349                  783,195             51,644            1,277,188          

Change in Fair Value of Swap Contract (439,111)                 -                         -                      (439,111)            

Change in Net Assets 3,238                      783,195             51,644            838,077             

Net Assets, Beginning of Year 7,534,718               4,069,502          1,084,939       12,689,159        

Net Assets, End of Year 7,537,956$             4,852,697$        1,136,583$     13,527,236$      

WILDWOOD PROGRAMS, INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2012

See accompanying notes to financial statements. 3.

Unrestricted
Temporarily 
Restricted

Permanently 
Restricted Total

Program Support and Revenue
  Government agencies 28,986,975$           -$                       -$                    28,986,975$      
  Program fees from clients 1,917,566               -                         -                      1,917,566          
  Restricted operating grants 428,806                  -                         -                      428,806             
    Total Program Support and Revenue 31,333,347             -                         -                      31,333,347        

Nonprogram Support and Revenue
  Contributions 540,520                  49,910               -                      590,430             
  Investment income 32,231                    32,938               -                      65,169               
  Consulting fees and conferences 23,345                    -                         -                      23,345               
  Other income 123,263                  -                         -                      123,263             
    Total Nonprogram Support and Revenue 719,359                  82,848               -                      802,207             

     Total Revenue 32,052,706             82,848               -                      32,135,554        

Expenses and Losses
  Wildwood Programs 28,998,480             -                         -                      28,998,480        
  Management and general 2,169,879               -                         -                      2,169,879          
   Total Expenses and Losses 31,168,359             -                         -                      31,168,359        

Change in Net Assets Before Change in
 Interest of Net Assets of Related Party 884,347                  82,848               -                      967,195             

Change in Interest in Net Assets of
 Related Party -                              234,811             64,661            299,472             

Change in Net Assets Before Change in Fair
    Value of Swap Contract 884,347                  317,659             64,661            1,266,667          

Change in Fair Value of Swap Contract 189,854                  -                         -                      189,854             

Change in Net Assets 1,074,201               317,659             64,661            1,456,521          

Net Assets, Beginning of Year 6,460,517               3,751,843          1,020,278       11,232,638        

Net Assets, End of Year 7,534,718$             4,069,502$        1,084,939$     12,689,159$      

WILDWOOD PROGRAMS, INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2011

See accompanying notes to financial statements. 4.
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WILDWOOD PROGRAMS, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2012

2012 2011
Cash Flows From Operating Activities
 Change in Net Assets 838,077$             1,456,521$       
 Adjustments to reconcile change in net assets to net
  cash provided by operating activities
   Depreciation and amortization 1,382,770            1,255,893         
   Bad debts 43,660                 32,607              
   Realized/unrealized (gain) loss on investments (33,660)               (45,667)             
   Change in fair value of swap contract 439,111               (189,854)           
   Change in interest in net assets of related party (885,331)             (299,472)           
   Change in retirement health benefit obligation 27,300                 25,800              
 (Increase)/decrease in assets
   Accounts receivable (461,043)             959,531            
   Prepaid expense (37,280)               32,356              
   Cash, Restricted 49,910                 (49,910)             
   Security deposits (4,015)                 (480)                  
 Increase/(decrease) in liabilities:
   Accounts payable (61,556)               127,342            
   Accrued expenses and payroll withholdings (760,159)             69,075              
   Deferred revenue 12,248                 (208,821)           
   Due to funding sources 93,330                 (157,544)           
    Net Cash Provided by Operating Activities 643,362               3,007,377         

Cash Flows From Investing Activities
 Net proceeds (purchases) of investments (123,825)             43,174              
 Purchases of property, plant and equipment (765,689)             (802,077)           
(Increase) decrease in debt service reserve (78,229)               (70,869)             
 Net change in due from/to The Wildwood Foundation (3,916)                 13,695              
    Net Cash Used by Investing Activities (971,659)             (816,077)           

Cash Flows From Financing Activities
 Net change in deferred financing costs (54,054)               (7,562)               
 Net advances (repayment) on lines of credit (460,858)             108,886            
 Proceeds from long-term debt 550,000               -                        
 Repayment of long-term debt (967,983)             (1,035,574)        
    Net Cash Used by Financing Activities (932,895)             (934,250)           

Net Increase/(Decrease) in Cash and Cash Equivalents (1,261,192)          1,257,050         

Cash and Cash Equivalents, Beginning of Year 4,156,368            2,899,318         

Cash and Cash Equivalents, End of Year 2,895,176$          4,156,368$       

Supplemental Disclosure of Cash Flow Information
 Cash paid for interest 564,961$             594,759$          

Noncash Investing Transactions
  Net realized/unrealized gain (loss) on investments 33,660$               45,667$            

See accompanying notes to financial statements.  5.

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

6. 
 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 

Nature of Activities 
 
Wildwood Programs, Inc. (the Agency) is a private nonprofit organization that provides education, 
training and other services for persons with learning or other developmental disabilities in New York 
State.  Revenues are derived from Medicaid, the New York State Office for People With Developmental 
Disabilities (OPWDD), contracts with school districts at rates promulgated by the New York State 
Education Department (SED), contract sales and participant fees.  The majority of the revenues and 
receivables are from Medicaid and the aforementioned funding sources.  The Agency extends credit to 
school districts and other governmental entities within New York State for services provided. 
 
Cash and Cash Equivalents 
 
For purposes of the statements of cash flows, the Agency considers all highly liquid investments 
available for current use with an initial maturity of three months or less to be cash equivalents. 
 
Accounts Receivable 
 
Accounts receivable are stated at the amount management expects to collect from outstanding 
balances. An allowance for doubtful accounts, if any, is based on a review of outstanding receivables, 
historical collection information and existing economic conditions.  Delinquent receivables are written off 
based on individual credit evaluation and specific circumstances of the customer.  At June 30, 2012 and 
2011, no allowance for doubtful accounts was considered necessary.  Bad debt expense was $43,660 
and $32,607 for the years ended June 30, 2012 and 2011, respectively. 
 
Property, Plant and Equipment and Depreciation 
 
Property, plant and equipment are stated at acquisition cost or at estimated fair value at the date of 
donation less accumulated depreciation.  Depreciation is provided for in amounts sufficient to relate the 
cost of depreciable assets to operations on a straight-line basis over the following estimated useful lives: 
 
  Years 
     Land improvements      2-25 
    Building and improvements 5-25 
    Furniture, fixtures and equipment   5-10 
 
Additions and betterments are capitalized, while maintenance and repairs that do not improve or extend 
the useful lives of the respective assets are charged to operations when incurred.  When property, plant 
and equipment are sold or otherwise disposed of, the asset account and the related accumulated 
depreciation account are relieved and any gain or loss is included in operations.  

 
Deferred Financing Costs 
 
Deferred financing costs consist of bond closing costs incurred on the Agency’s various bonded 
mortgages.  These costs are being amortized on a straight-line basis over the terms of the obligations. 
Amortization expense was $61,815 and $58,800 for the years ended June 30, 2012 and 2011, 
respectively.  Amortization expense is expected to be approximately $64,000 in each of the next five 
years. 
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WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

7. 
 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
Self Insured Dental and Prescription Plans 
 
Wildwood Programs, Inc. is self-insured for its employees’ dental and medical prescription benefits on a 
cost-reimbursement basis.  Under the program, Wildwood Programs, Inc. is responsible for the cost of 
claims.  All known claims and an estimate of incurred, but unreported claims computed using the history 
obtained by management, have been recorded as employee benefits in the financial statements for the 
years ended June 30, 2012 and 2011.  The difference between the amounts paid to the claims 
administrator and the amount recorded as expense is recorded as accrued expenses on the statements 
of financial position.  The dental payable for the years ended June 30, 2012 and 2011 was $2,319 and 
$20,255, respectively.  The medical prescription benefits payable for the years ended June 30, 2012 and 
2011 was $33,165 and $72,259, respectively. 
 
Deferred Revenue and Due to Funding Sources 
 
Deferred revenue and due to funding sources represent funds received for which the Agency has not 
fulfilled their obligation to recognize them as revenue.  Services will be provided in future periods and/or 
remaining amounts will be recouped by funding sources. 
 
Fair Value of Debt Instruments 
 
The carrying amount of debt instruments on the financial statements approximates fair value based on 
current rates at which the Agency could borrow funds with similar remaining maturities.  See footnote 8 
and 9 for further details.  
 
Net Assets 
 
The net assets of the Agency are reported in three classes of net assets as follows: 
 
Unrestricted Net Assets – Include amounts that have no external restrictions on their use or purpose.  
The Board of Directors can authorize use of those funds as it desires to carry on the purpose of the 
Agency according to its by-laws. 
 
Temporarily Restricted Net Assets – Include the portion of the interest in the net assets of its related party 
that is other than permanently restricted on the related party’s financial statements and represents 
resources that are either temporarily restricted by the donor or are not available for immediate use by the 
Agency until they are transferred by the related party.  Temporarily restricted net assets also consist of 
funds donated by parents of program participants whose use has been limited by the donors’ specific 
purpose restrictions.  These funds have been classified as cash, restricted on the statements of financial 
position. 
 
Permanently Restricted Net Assets – Include the portion of the interest in the net assets of its related 
party that are permanently restricted on the related party’s financial statements and also represent 
amounts contributed with donor stipulations to maintain donated amounts in perpetuity. 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

8. 
 

1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
Revenue Recognition 
 
Revenue from Medicaid, OPWDD and SED is recognized when services are rendered at approved rates. 
These rates are primarily cost based as determined by allowable expenditures in rate-setting periods. 
Costs are subject to audit by third party payors and changes, if any, are recognized in the year known. 
Client fees represent the participants’ personal contribution towards the cost of goods and services 
provided by the Agency.  These charges are regulated by federal and state law.  Sales are recognized as 
goods are shipped or as services are performed. 

Contributions 
 
Contributions are recognized when the donor makes a promise to give to the Agency that is, in 
substance, unconditional.  Contributions without donor-imposed restrictions are reported as unrestricted 
support.  Donor-restricted contributions are reported as increases in temporarily or permanently 
restricted net assets depending on the nature of the restriction.  When a donor restriction expires, that is, 
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net 
assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets 
released from restrictions.  Restricted contributions whose restrictions are met in the same reporting 
period are classified as unrestricted contributions. 
 
Allocation of Expenses 
 
Directly identifiable expenses are charged to programs and supporting services.  Expenses related to 
more than one function are charged to programs and supporting services using specific allocation 
methods.  Management and general expenses include those expenses that are not directly identifiable 
with any other specific function but provide for the overall support and direction of the Agency.   
 
Risks and Uncertainties 
 
The Agency invests in various investment securities.  Investment securities are exposed to various risks 
such as interest rate, market and credit risks.  Due to the level of risk associated with certain investment 
securities, it is at least reasonably possible that changes in the values of investment securities will occur 
in the near term and that such changes could materially affect the amounts reported in the statements of 
financial position. 
 
Estimates 
 
Management uses estimates and assumptions in preparing financial statements.  Those estimates and 
assumptions affect reported amounts of assets and liabilities, the disclosure of contingent assets and 
liabilities, and the reported revenues and expenses.  Accordingly, actual results could differ from those 
estimates. 
 
Interest and Dividend Income 
 
Programs recognize interest income and dividends on the date they are posted to the various accounts 
by the financial institutions. 
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2. INVESTMENTS 
 
 Investments consist of marketable equity and debt securities carried at fair value based on readily 

determinable quoted market prices and consist of the following at June 30, 2012 and 2011: 
 

 2012 2011 

              Cost       Fair Value  Cost        Fair Value 
Government Securities $ 240,562 $ 264,482 $   269,000    $ 301,871 
Mutual Funds  -       -         5,896                    5,896 
Money markets                                      219,017             219,017                  2,380                   2,380 
Equities   155,969  141,391      165,678   157,258 
   Total Investments $      615,548  $ 624,890 $   442,954   $ 467,405 

 
 The following schedule summarizes the investment income in the statement of activities for the years 

ended June 30, 2012 and 2011: 
 2012 2011 
 
Interest and dividend income $ 3,958 $ 19,502 
Net realized and unrealized gain on investments   33,660  45,667 

Total Investment Income $ 37,618 $ 65,169 
 

3. PROPERTY, PLANT AND EQUIPMENT 
 
 Property, plant and equipment, consists of the following as of June 30, 2012 and 2011:  
 
 2012 2011 

 
Land $ 960,600 $ 960,600 
Land improvements  1,706,894  1,701,119 
Building  10,856,417  10,713,061 
Building improvements  9,909,002  9,713,948 
Furniture, fixtures and equipment  3,812,176  3,507,516 

Total  27,245,089  26,596,244 
Less: Accumulated depreciation   13,051,938  11,847,827 

Net, Property, Plant and Equipment $ 14,193,151 $ 14,748,417 

Depreciation expense was $1,320,955 and $1,197,093 for the years ended June 30, 2012 and 2011, 
respectively. 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 
 

The debt service reserves represent deposits held by the Trustees of the Dormitory Authority (DA) and 
Albany County Industrial Development Agency (AIDA).  These deposits will be used to satisfy the last 
payments required on mortgages held by the DA and the AIDA or can be used prior to that time to pay 
amounts that are in default.  The reserve fund earns interest which is used to reduce the payment 
obligations under the mortgages.  Total debt service reserves were $877,976 and $789,723 at June 30, 
2012 and 2011, respectively. 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

10. 
 

4. DEBT SERVICE RESERVES AND RESTRICTED DEPOSITS 
 
Restricted deposits represent amounts held in trust by a third-party administrator related to the Agency’s 
pension plan. These amounts are to be used to pay for employer contributions or expenses of the plan. 
The restricted deposits were $44,052 and $54,076 at June 30, 2012 and 2011, respectively. 

 
5.  LINES OF CREDIT 
  

The Agency has the following lines of credit as of June 30, 2012 and 2011: 
 
 2012 2011 

$500,000 unsecured line of credit with Key Bank to be 
drawn upon as needed for real estate, the interest rate is 
established at Prime plus 1% (4.25% at June 30, 2012), 
expiring December 31, 2013.  The line is guaranteed by 
The Wildwood Foundation. 

 
 
 
 
$                     - 

 
 
 
 
$                     - 

 
$500,000 unsecured line of credit with Citizens Bank, N.A. 
to be drawn upon as needed for real estate, the interest 
rate is established at LIBOR Advantage plus 2.5% (2.69% at 
June 30, 2012), expiring January 30, 2013. The line is 
guaranteed by The Wildwood Foundation. 

 
 
 
 
                       - 

 
 
 
 
           460,858 

   
$500,000 unsecured line of credit with Key Bank to be 
drawn upon as needed, the interest rate is established at 
Prime plus 1% (4.25% at June 30, 2012), expiring 
December 31, 2013. The line is guaranteed by The 
Wildwood Foundation. 
 

 
 
 
 
                       - 

 

 
 
 
 
                      - 

$750,000 unsecured line of credit with Citizens Bank, N.A. 
to be drawn upon as needed, the interest rate is 
established at LIBOR Advantage plus 2.5% (2.69% at June 
30, 2012), expiring January 30, 2013. The line is 
guaranteed by The Wildwood Foundation. 

 
 
 
 
       -  

 
 
 
 
          -  

   
    Total Lines of Credit $                     -   . $           460,858 

  
6.  LEASES 

 
The Agency’s minimum future rental payments under non-cancelable operating leases having remaining 
terms in excess of one year as of June 30, 2012 for each of the next five years and in the aggregate are 
as follows: 
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6.  LEASES 
 

 
 
 
 
 
 
 
 
 
 
 
Rental expense included in the statements of activities was $853,113 and $837,165 for the years ended 
June 30, 2012 and 2011, respectively. 

 
7. LONG-TERM DEBT 
 
 The Agency’s long-term debt consists of the following as of June 30: 
 

 
 

Year Ended June 30, Amount 
  
2013 $  567,247 
2014    558,193 
2015    564,678 
2016 
2017 

  575,120 
   591,208     

Thereafter 
Total 

   1,657,358 
$  4,513,804 

           2012           2011 
2003 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its New 
York State Rehabilitation Associated Pooled Loan Program 
No. 2, consisting of two issues, Series 2003A (non-taxable) 
and 2003B (federally taxable).  Several not-for-profit 
corporations received varying portions of the bond issue 
proceeds.  Each corporation’s liability is limited to its 
allocable portion of the unpaid principal amount of the 
outstanding bonds.  The bonds are secured by the pledge 
of revenues, subject to prior pledges and the reserve funds 
established under the bond.  The bond is also secured by 
two financial guaranty insurance policies.  Bonds are 
payable in various increments through July 1, 2019. 
Interest rates vary from 3.00% to 5.25%, depending on the 
maturity date of the particular bond.  Payments by the 
participating corporations are due monthly.  The loan 
agreements also contain various covenants, including a 
debt service coverage ratio. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
   $         379,219 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  $         469,219 

WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

7.    LONG-TERM DEBT 
 

12. 
 

 
Vehicle and equipment loans payable to various financial 
institutions at interest rates ranging from 0.9% to 7.375%, 
secured by vehicles and equipment.  Monthly payments 
range from $319 to $702 and are applied first to interest 
and then to principal.  The loans have maturity dates 
through June 2014. 
 

 
 
 
 
 
              364,490 

 
 
 
 
 
           291,964 

 
2007 Insured Revenue Bonds with the Guilderland 
Industrial Development Agency, issued through Bank of 
New York, under the Multi-Mode Variable Rate Civic 
Facility Program, consist of four issues. The bonds are 
secured by the land and building located in Guilderland, 
New York; and a security interest in certain fixtures, 
furnishings and equipment.  The bond is secured by a Key 
Bank letter of credit. Bonds are payable in various 
increments through July 1, 2032.  Interest rates in effect 
during the year ended June 30, 2012 ranged between 
.23% - .40%.  Payments are due annually on July 1.  These 
rates are fixed with an interest rate swap contract with Key 
Bank (See Note 8). 

 
 
 
 
 
 
 
 
 
 
 
 
         5,715,000 

 
 
 
 
 
 
 
 
 
 
 
 
         6,430,000 

   
   

   

           2012           2011 
2006 Insured Revenue Bonds with the Albany County 
Industrial Development Agency, issued through the Bank 
of New York, under Special Needs Facility Pooled 
Program, consisting of two issues, Series 2006K-1 (non-
taxable) and Series 2006K-2 (federally taxable).  The bonds 
are secured by the mortgaged property located in Colonie, 
New York; and a security interest in certain fixtures, 
furnishings and equipment.  The bond is also secured by 
financial guaranty insurance policies. Bonds are payable in 
various increments through July 1, 2026.  Interest rates 
range from 4.35%-5%. Payments are due semi-annually on 
January 1 and July 1. 

 
 
 
 
 
 
 
 
 
 
 
$         2,960,000 

 
 
 
 
 
 
 
 
 
 
 
$      3,100,000 

B
-V

III-33



WILDWOOD PROGRAMS, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 AND 2011 
 
 

7.    LONG-TERM DEBT 
 

13. 
 

           2012           2011 

2010 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its Inter 
Agency Council Pooled Loan Program No. 1, consisting of 
two issues, Series 2010A-1 (non-taxable) and 2010A-2 
(federally taxable).  Several not-for-profit corporations 
received varying portions of the bond issue proceeds. 
Each corporation’s liability is limited to its allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond.  The bond is also secured by two financial 
guaranty insurance policies.  Bonds are payable in various 
increments through July 1, 2029. Interest rates vary from 
2.1% to 5.0%, depending on the maturity date of the 
particular bond.  Payments by the participating 
corporations are due monthly.  The loan agreements also 
contain various covenants, including a debt service 
coverage ratio.  

 
 
                          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$              330,000 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$                355,000 

2011 Insured Revenue Bonds, issued through the 
Dormitory Authority of the State of New York, under its Inter 
Agency Council Pooled Loan Program No. 1, consisting of 
two issues, Series 2011A-1 (non-taxable) and 2011A-2 
(federally taxable). Several not-for-profit corporations 
received varying portions of the bond issue proceeds. 
Each corporation’s liability is limited to its allocable portion 
of the unpaid principal amount of the outstanding bonds. 
The bonds are secured by the pledge of revenues, subject 
to prior pledges and the reserve funds established under 
the bond.  The bond is also secured by two financial 
guaranty insurance policies.  Bonds are payable in various 
increments through July 1, 2026.  Interest rates vary from 
1.20% to 4.125%, depending on the maturity date of the 
particular bond.  Payments by the participating 
corporations are due monthly.  The loan agreements also 
contain various covenants, including a debt service 
coverage ratio.  

 
 
                          
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                525,000 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                            - 

 
Community Preservation Corporation Mortgage, fixed 
interest rate of 6.12%, monthly payments of $5,841 through 
October 2019, secured by buildings. 

 
 
 
                597,030 

 
 
 
                  642,539 

  Total            10,870,739          11,288,722 
    Less current installments of long-term debt              1,253.492                 1,171,491 
      Long-term Debt, Net of Current Installments    $        9,617,247    $         10,117,231 
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7. LONG-TERM DEBT       
 

Long-term debt is payable in each of the next five years and thereafter as follows: 
 

 
 
 
 
 
 
 
 
 
Interest expense was $564,961 and $594,759 for the years ended June 30, 2012 and 2011, 
respectively. 

 
The Agency has agreed to a number of covenants including a debt service coverage ratio of 
greater than 1:1. At June 30, 2012 and 2011, the Agency met these debt covenant 
requirements.  

 
8.  INTEREST RATE SWAP AGREEMENT 

 
The Agency entered into an interest rate swap agreement (the swap) in order to reduce the 
impact of changes in interest rates on its Variable Rate Demand Civic Facility Revenue Bonds, 
issued by the Guilderland Industrial Development Agency. The swap qualifies as a hedge 
under generally accepted accounting principles. The Agency has assumed no ineffectiveness 
in the swap as, among other things, the initial amount of the swap was $6,950,000 which was 
comprised of two separate swap agreements, one for $4,895,000 at a fixed interest rate of 
4.135% that matures on July 1, 2032 and the other for $2,055,000 at a fixed interest rate of 
3.965% that matures on July 1, 2015.  The current amount of bonds under the swap 
agreement is $4,345,000 maturing on July 1, 2032 and $1,100,000 maturing on July 1, 2015.  
The total remaining principal not covered by the swap is $270,000.  Changes in the fair value 
of the swap are accounted for as the change in fair value of swap contract in the 
accompanying statements of activities. 

Year Ended June 30, Amount 
  
2013 $     1,253,492 
2014                     1,190,801 
2015 
2016 
2017 
Thereafter 

                          1,131,488 
                           785,116 
                           811,756 

5,698,086  
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9.  FAIR VALUE MEASUREMENTS 
 

The fair value of financial instruments measured on a recurring basis at June 30, 2012 and 2011 are as 
follows: 

                                                       Fair Value Measurements at Reporting Date Using: 
 
 
 
 

 

  
 
 

Fair Value 

 Quoted Prices in 
Active Markets for 
Identical Assets 

( Level 1) 

Significant Other 
Unobservable 

Inputs 
(Level 3) 

June 30, 2012      
ASSETS     
Investments (see Note 2) 
Government Securities 
Money Markets 
Equities 
  Total Investments 
 

  
$         264,482 
           219,017 
           141,391 
$         624,890 

 
$      264,482 
        219,017         
        141,391 
$      624,890 

 
 
 
                       - 
$                     -    

LIABILITIES     
Beginning Balance 
Current year (gain)/loss 
Fair value of interest rate swap 
 agreement (see Note 8) 

 $        901,573 
          439,111 
 
$     1,340,684 

                      - 
                   - 
 
$                 - 

  $         901,753 
            439,111 
 
$       1,340,684 

      
June 30, 2011      
ASSETS                           
Investments (see Note 2) 
Government Securities 
Mutual Funds 
Money Markets 
Equities 
Total Investments 

  
$       301,871 
             5,896 
             2,380 
         157,258 
$       467,405 

  
$     301,871 
           5,896 
           2,380 
       157,258 
$     467,405 

 
                       - 
                       - 
                       - 
                       - 
$          - 

 
LIABILITIES 

                          

Beginning Balance 
Current year (gain)/loss 
Fair value of interest rate swap 
 agreement (see Note 8) 

    $    1,091,427 
        (189,854) 
 
$       901,573 

  
                   - 
 
$                 - 

     $      1,091,427 
          (189,854) 
 
$         901,573 

 
FASB ASC 820, Fair Value Measurements, establishes a fair value hierarchy that prioritizes the inputs to 
valuation techniques used to measure fair value.  The hierarchy consists of three broad levels: Level 1 
inputs consist of quoted prices in active markets for identical assets and liabilities and have the highest 
priority, Level 2 consists of other observable inputs other than Level 1 prices, and Level 3 inputs consist 
of unobservable inputs and have the lowest priority.  The Agency uses appropriate valuation techniques 
based on the available inputs to measure the fair value of its financial instruments.  When available, the 
Agency measures fair value using Level 1 and Level 2 inputs because they generally provide the most 
reliable evidence of fair value.  Level 3 inputs are only used when Level 1 or Level 2 inputs are not 
available.  There were no transfers between levels during the year ended 2012. 
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9.  FAIR VALUE MEASUREMENTS 
 

Level 1 Fair Value Measurements 
The fair values of investments are determined by reference to quoted market prices and other relevant 
information generated by market transactions.  
 
Level 3 Fair Value Measurements 
The interest rate swap agreement is not actively traded. The fair value of the interest rate swap 
agreement is based on the amount the Agency would have to pay to terminate the swap agreement at 
June 30, 2012 and 2011, which is based on proprietary models used by the party to the agreement. 
 

10.   PENSION PLAN 
 

The Agency maintains a noncontributory, defined contribution retirement plan which covers all full or 
part-time employees who meet certain minimum hours of service requirements.  In addition, employees 
must complete one year of service by January 1 to quality for employer contributions during that year. 
 
The Agency’s contributions to the plan range from 3% to 12%, based on the employee’s years of service, 
and are based on wages earned during the calendar year for qualifying employees.  The contributions 
are deposited into a tax-deferred annuity, which is administered in compliance with the Employee 
Retirement Income Security Act of 1974 (ERISA).  The Agency’s pension expense was $1,080,941 and 
$1,065,779 for the years ended June 30, 2012 and 2011, respectively. 
 

11. AFFILIATED CORPORATIONS 
 

 The Wildwood Foundation (the Foundation) is a not-for-profit corporation whose charitable purpose is 
supporting and assisting the Agency. The Foundation carries on fund-raising activities and special 
events that are for the benefit of the Agency. The Foundation is exempt from federal income taxes under 
section 501(c)(3) of the Internal Revenue Code. 

 
During the years ended June 30, 2012 and 2011, the following transactions occurred between the 
Agency and the Foundation: 
 

 The Foundation donated $798,092 and $590,429 to the Agency for the years ended June 30, 
2012 and 2011, respectively.  These amounts are included in contributions on the statements of 
activities. 

 
 The Agency has a contract with the Foundation to reimburse certain costs incurred by the 

Agency. This contract includes the salaries and benefits of those staff that perform work on 
behalf of the Foundation.  The Agency charged administrative fees of $21,503 and $20,405 to 
the Foundation for the reimbursement of an allocation of business office operations for the years 
ended June 30, 2012 and 2011, respectively.  The fees are included in other income. 

 
The Foundation owed $28,690 and $24,774 to Wildwood Programs, Inc. as of June 30, 2012 and 2011, 
respectively. 
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12. RETIREMENT HEALTH REIMBURSEMENT ARRANGEMENT 
 

Wildwood Programs, Inc. sponsors a defined contribution retirement health plan.  The Agency 
contributes $300 annually to a Retirement Health Reimbursement Arrangement (RHRA) for employees 
who have over 10 years of service and 200 hours of sick time.  In addition, the Agency has an additional 
contribution for employees who have 10 years of service and over 500 hours of sick time.  The Agency 
also contributes $600 annually for those employees who were eligible under a previous retirement health 
plan.  If an employee leaves Wildwood before they retire, all amounts are forfeited to the Agency.  The 
accumulated health benefit contribution liability as of June 30, 2012 and 2011 was $355,500 and 
$328,200 respectively.   

 
13.  RESTRICTED NET ASSETS 
 

The Agency has applied the principles of The Financial Accounting Standards Board (FASB)’s Staff 
Position (FSP) No. FAS 117-1, Endowments of Not-for-Profit Organizations: Net Asset Classification of 
Funds Subject to an Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and 
Enhanced Disclosures of All Endowment Funds, which is now known as FASB ASC 958-205.  FASB ASC 
958-205 provides guidance on the net asset classification of donor-restricted endowment funds for a 
non-profit organization and also requires additional disclosures about an organization’s endowment 
funds (both donor-restricted endowment funds and board-designated endowment funds) whether or not 
the organization is subject to the Uniform Prudent Management of Institutional Funds Act of 2006 
(UPMIFA). 
 
Donations to the permanently restricted endowment funds of the Agency are governed by the New York 
Prudent Management of Institutional Funds Act (NYPMIFA) which dictates that annual distributions from 
these type of funds are to be formulated in a manner consistent with the standards of prudence 
prescribed by NYPMIFA. 
 
In accordance with NYPMIFA, the Agency considers the following factors in making a determination to 
appropriate of accumulate donor-restricted endowment funds: (1) the duration and preservation of 
various funds, (2) the purposes of the donor-restricted endowment funds, (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 the Agency, and (7) the Agency’s investment 
policies.  While this law allows for limited invasion of principal where warranted, it is the Agency’s Board 
of Directors’ policy to maintain and grow these funds over time.  As a result of their policy, the Agency 
classifies as permanently restricted net assets the original value of permanently restricted contributions, 
absent explicit donor stipulations to the contrary. 
 
The remaining portion of restricted contributions is classified as temporarily restricted net assets until 
those amounts are appropriated for expenditure in a matter consistent with the standards of prudence.  
Temporarily restricted net assets consisted of donations in the amount of $-0- and $49,910 for the years 
ended June 30, 2012 and 2011, respectively.  In addition, temporarily restricted net assets is comprised 
of the portion of the Agency’s interest in the net assets of its related party that is other than permanently 
restricted. 
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13.  RESTRICTED NET ASSETS 
 

The Agency has adopted investment and spending policies for permanently restricted net assets that 
attempt to provide a predictable stream of funding to programs while maintaining purchasing power.  
Accordingly, the investment process seeks to achieve an after-cost total rate of return, including 
investment income as well as capital appreciation, which exceeds the annual distribution with acceptable 
levels of risk.  All earnings from these funds that are held by the Agency are reflected as temporarily 
restricted net assets until appropriated for program expenditures. 
 
Permanently restricted net assets represent the portion of the interest in the net assets of its related party 
that is permanently restricted as well as Agency funds that are subject to donor-imposed restrictions 
requiring the corpus to be held in perpetuity.  As of June 30, 2012 and 2011, permanently restricted net 
assets of the Agency consisted of the following: 
 
                 2012                 2011 

Hearst Endowment Fund  $ 214,114 $        214,696 
 

Changes in endowment funds for the years ended June 30, 2012 and 2011 are as follows: 
 

                                                                2012 
  

Temporarily      
Restricted 

 
Permanently 
Restricted 

Total Net 
Endowment 

Funds 

Endowment funds,  
  beginning of year 

 
  $          14,696 

 
$  200,000 

 
  $ 214,696 

Contributions -         -        -       
Investment income -         -       -       
Net appreciation (depreciation) (582) -       (582) 
Amounts appropriated for 
  expenditure 

 
 -  

 
 -  

 
 -  

Endowment funds, end of year   $ 14,114 $               200,000   $ 214,114 
 

                                                                   2011 
  

Temporarily 
Restricted 

 
Permanently 
Restricted 

Total Net 
Endowment 

Funds 

Endowment funds,  
  beginning of year 

 
 $ (18,242) 

 
$ 200,000 

 
$           181,758 

Contributions -       -      -      
Investment income -       -      -      
Net appreciation (depreciation) 32,938 -      32,938 
Amounts appropriated for 
  Expenditure 

 
 -  

 
 -  

 
 -  

Endowment funds, end of year  $ 14,696 $ 200,000 $ 214,696 
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14. CONCENTRATIONS 
 

The Agency maintains cash balances at various financial institutions.  Accounts at each institution were 
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 during the years ended 
June 30, 2012 and 2011.  At times, during the years, the Agency had bank deposits in excess of 
amounts insured by the FDIC. 
 
Approximately 83% of the Agency’s financing is with the County of Albany Industrial Development 
Agency and the Guilderland Industrial Development Agency, respectively, for the years ended June 30, 
2012 and 2011. 
 

15.  CONTINGENCIES 
 

Personal Allowance Accounts 
 
The Agency is the custodian of clients’ personal allowance funds.  OPWDD regulations provide for the 
use of these funds for authorized and allowable purchases for consumer personal items.  Those 
regulations prohibit the Agency from using or commingling these funds with any of their accounts.  As 
the Agency has no legal right to these funds they have not been reflected in the financial statements.16. 

 
16.   TAX STATUS 
 

Programs is exempt from federal income taxes as a not-for-profit corporation under tax 
Section 501(c)(3) as determined by the Internal Revenue Code.  Under Accounting Standards 
Codification (ASC) Section 740, the tax status of tax-exempt entities is an uncertain tax 
position, since events could potentially occur that jeopardize tax-exempt status.  Agency 
management is not aware of any events that could jeopardize tax-exempt status.  Therefore, 
no liability or provision for income tax has been reflected in the financial statements.  
Management believes the Agency is no longer subject to review by the Internal Revenue 
Service for tax years prior to 2008. In addition, the Agency qualifies for charitable contribution 
deductions and has been classified as an organization other than a private foundation.   

 
17.   EVALUATION OF SUBSEQUENT EVENTS 
   

The Agency has evaluated subsequent events through October 11, 2012, which is the date these 
financial statements were available to be issued, and have determined that there are no subsequent 
events that requires disclosure under U.S. generally accepted accounting principles.    

 

Wildwood Programs, Inc.g ,
Schedule of Functional Expensesp
For the Year Ended June 30, 2012o t e ea ded Ju e 30, 0
(With Comparative Totals for 2011)(With Comparative Totals for 2011)

  
Wildwood Management 2012 2011Wildwood Management 2012 2011
Programs and General Total TotalPrograms and General Total Total

F ctio al E e sesFunctional Expenses
 S l i  d 16 349 103$      1 517 496$        17 866 599$       17 293 646$        Salaries and wages 16,349,103$      1,517,496$        17,866,599$       17,293,646$       
 Employee benefits 6,192,585          465,077             6,657,662 6,400,334           
   Total Salaries and Employee Benefits 22,541,688        1,982,573          24,524,261         23,693,980         

 Supplies 1,537,935          74,208               1,612,143 1,468,649           pp
 Transportation 1,636,972          3,662                 1,640,634 1,541,109           p , , , , , , ,
 Occupancy 853,113             -                   853,113 838,185              p y , , ,
Rental of Equipment 9,381                 -                   9,381 9,179                  Rental of Equipment 9,381                                    9,381 9,179                  
 Professional fees and contract service payments 233 423             51 712               285 135 301 301               Professional fees and contract service payments 233,423             51,712               285,135 301,301              
 Interest 530 406             34 555               564 961 594 759               Interest 530,406             34,555               564,961 594,759              
 Utilities 407 596             15 010               422 606 471 365               Utilities 407,596             15,010               422,606 471,365              
 Repairs and maintenance 397 299             8 196                 405 495 404 087               Repairs and maintenance 397,299             8,196                 405,495 404,087              
 Conferences  convention and meetings 178 816             60 520               239 336 235 407               Conferences, convention and meetings 178,816             60,520               239,336 235,407              
 Insurance 161 597             1 051                 162 648 163 061               Insurance 161,597             1,051                 162,648 163,061              
 T l h 123 962             16 656               140 618 118 421               Telephone 123,962             16,656               140,618 118,421              
 P t  d hi i 17 263               15 131               32 394 31 337                 Postage and shipping 17,263               15,131               32,394 31,337                
 Bad debts 43,660               -                   43,660 32,607                
 Printing and publications 3,270                 6,953                 10,223 9,019                  
 Depreciation and amortization 1,327,920          54,850               1,382,770 1,255,893           

7,462,613          342,504             7,805,117           7,474,379           

Total Functional Expenses 30,004,301$      2,325,077$        32,329,378$       31,168,359$       p , ,$ , ,$ , ,$ , ,$

See accompanying notes to financial statements. 20.
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Grassi & Co. 
Accountants and Success Consultants 

INDEPENDENT AU DITORS' REPORT 

To The Board of Directors 
Young Adult Institute, Inc. 
New York, New York 

Accounting, Auditing, Tax, Litigation Support, 

Voiualion, Mooagement & Technology COil suiting 

We have audited the accompanying statement of financial position of Young Adult Institute, Inc, 
at June 30, 2014, and the related statements of activities and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion . 

www.grassicpas.colll 

50 Jericho Quadrangle, Suite 200 

Jericho, NY 11753 
(516) 256-3500. Fax (516) 256-3510 

An Independent Finn Associated with Moore Stephens International Limited 

488 Madison Avenue, 2I't Floor 

New York, NY 10022 

(212) 66J-6166 • Fax (212) 755-6748 

10 Esquire Road, Suite 4 
New City, NY 10956 

(845) 634-5300. Fax (845) 634-5409 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Young Adult Institute, Inc. at June 30, 2014, and the changes in its net assets and 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 

~cf. Co,(lfAsJ PC. 
GRASSI & CO., CPAs, P.C. 

Jericho, New York 
October 17, 2014 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2014 

CURRENT ASSETS: 
Cash 
Certificates of deposit 
Investments 
Accounts receivable, net 

Medicaid 
New York State 
New York City 
Client fees 
Private pay 
Medicare 

Prepaid expenses and other receivables 

Total Current Assets 

Bond issuance costs, net 
Fixed assets , net 
Assets limited as to use 
Deferred charges 
Other assets and receivables, net 

Total Assets 

ASSETS 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES: 
Accounts payable and accrued expenses 
Due to New York State 
Current maturities of notes and mortgages payable 
Current maturities of capital lease obligations 
Other current liabilities 

Total Current Liabilities 

Due to New York State 
Notes and mortgages payable, less current maturities 
Capital lease obligations, less current maturities 
Other noncurrent liabilities 

Total Liabilities 

COMMITMENTS AND CONTINGENCIES 
NET ASSETS 

Unrestricted 
Temporarily restricted 

Total Net Assets 

Total Liabilities and Net Assets 

$ 13,933,654 
442,018 

10,712,416 

19,176,967 
4,907,738 

94,684 
250,583 
415,129 
314,695 

4,063,610 

54,311,494 

2,036,817 
34,839,214 
4,370,435 
4,638,995 
3,950,348 

$ 104,147,303 

$ 16,312,150 
14,685,425 
2,127,027 
1,967,350 
5,855,343 

40,947,295 

229,820 
28,913,648 

9,326,415 
2,995,035 

82,412,213 

21,355,767 
379,323 

21,735,090 

$ 104,147,303 

The accompanying notes are an integral part of these financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

Temporarily 
Unrestricted Restricted 

OPERATING REVENUES: 
Medicaid $ 146,468,943 $ 
New York State/New York City 

contractual agreements 15,357,772 
Client fees 6,125,478 
Grants and other revenue 8,220,155 500,000 
Net assets released from restrictions 174,154 (174,154 ) 

Total Operating Revenues 176,346,502 325,846 

OPERATING EXPENSES: 
Residential services 85,473,064 
Clinical services 65,070,670 
Employment initiative services 3,002,885 
Management and general 20,664,845 

Total Operating Expenses 174,211,464 

CHANGE IN NET ASSETS FROM OPERATIONS 2,135,038 325,846 

NONOPERATING REVENUES AND EXPENSES: 

Contributions 807,462 
Interest income 53,614 
Fundraising expenses (1,694,670) 
Special events 1,371,980 
Cost of direct benefits of special events (584,006) 
Other nonoperating revenues 361,970 

Total Nonoperating Revenues and Expenses 316,350 

CHANGE IN NET ASSETS 2,451,388 325,846 

NET ASSETS, BEGINNING OF YEAR 18,904,379 53,477 

NET ASSETS, END OF YEAR $ 21,355,767 $ 379,323 

The accompanying notes are an integral part of these financial statements. 
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Total 

$ 146,468,943 

15,357,772 
6,125,478 
8,720,155 

176,672,348 

85,473,064 
65,070,670 

3,002,885 
20,664,845 

174,211,464 

2,460,884 

807,462 
53,614 

(1,694,670) 
1,371,980 
(584,006) 
361,970 

316,350 

2,777,234 

18,957,856 

$ 21,735,090 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2014 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets 
Adjustments to reconcile change in net assets 

to net cash provided by operating activities: 
Depreciation and amortization 
Bad debt expense 
Deferred charges 
Decrease (increase) in assets: 

Accounts receivable 
Prepaid expenses and other receivables 
Other assets and receivables 

Increase (decrease) in liabilities: 
Accounts payable and accrued expenses 
Due to New York State 
Other liabilities 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Fixed asset acquisitions 

Proceeds from sale of investments 
Decrease in assets limited as to use 

NET CASH PROVIDED BY INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on notes and mortgages payable 
Principal payments on capital leases 

NET CASH USED IN FINANCING ACTIVITIES 

NET CHANGE IN CASH 

CASH, BEGINNING OF YEAR 

CASH, END OF YEAR 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: 
Cash paid for interest 

NONCASH INVESTING AND FINANCING ACTIVITIES: 
Fixed asset acquisitions through capital leases 

$ 

$ 

$ 

$ 

The accompanying notes are an integral part of these financial statements. 
5 

2,777,234 

4,127,198 
3,822,532 

414,971 

434,556 
(722,067) 

(3,668,859) 

(2,150,059) 
2,172,824 
1,014,821 

8,223,151 

(355,021 ) 

2,541,282 
19,198 

2,205,459 

(3,699,749) 
(2,654,275) 

(6,354,024 ) 

4,074,586 

9,859,068 

13,933,654 

1,725,197 

534,428 

Note 1 - Nature of Organization 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Young Adult Institute, Inc. ("YAI") was organized and incorporated in 1957 under the Not-for
Profit Corporation Law of New York State. YAI has been granted exemption from federal 
income tax under Section 501 (c)(3) of the Internal Revenue Code. 

Y AI serves people of all ages with developmental and learning disabilities, from infants 
through the elderly, in a variety of community settings and at home through state-of-the-art 
programs that help to build skills, expand opportunities, and support community living. 
YAl's 240 programs and direct services benefit 9,298 individuals and their families daily in 
10 counties throughout the New York metropolitan area. YAI is funded primarily by Medicaid. 

Y AI is part of a network of independent agencies, collectively known as the YAI Network. 
The network provides programs and services including residential and other facilities for 
adults with developmental disabilities throughout New York City, Westchester County, and 
Long Island. 

Note 2 - Summary of Significant Accounting Policies 

Basis of Accounting 

The financial statements are prepared on the accrual basis. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingencies at the date of the financial statements and the amount of revenue and 
expenses recognized during the reporting period. Actual results could differ from those 
estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. To 
increase the comparability of fair value measurements, a three-tier fair value hierarchy, 
which prioritizes the inputs used in the valuation methodologies, is as follows: 

Level 1 - Valuations based on quoted prices for identical assets and liabilities in active 
markets. 

Level 2 - Valuations based on observable inputs other than quoted prices included in Level 
1, such as quoted prices for similar assets or liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in markets that are not active, or other inputs that are 
observable or can be corroborated by observable market data. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Fair Value of Financial Instruments (cont'd.) 

Level 3 - Valuations based on unobservable inputs reflecting YAl's own assumptions, 
consistent with reasonably available assumptions made by other market participants. These 
valuations require significant judgment. 

At June 30, 2014, the fair value of YAl's financial instruments including cash, certificates of 
deposit, accounts receivable, prepaid expenses and other receivables, assets limited as to 
use, and accounts payable and accrued expenses, approximated book value due to the 
short maturity of these instruments. 

Refer to Note 5 - Fair Value Measurements for assets measured at fair value. 

Certificates of Deposit 

YAI has invested in several certificates of deposit that have various maturity dates ranging 
from April 2023 to October 2027, and have various interest rates ranging from 2.50% to 
4.00% per annum. The balance of the certificates of deposit at June 30, 2014 is $442,018. 
The certificates of deposit were valued using Level 2 inputs consisting of broker dealer 
quotes for similar securities. 

Investments 

Investments are stated at the readily determinable fair market value in accordance with the 
Not-for-Profit Entities topic of the Financial Accounting Standards Board ("FASB") 
Accounting Standards Codification ("ASC"). All interest, dividends and realized and 
unrealized gains and losses are reported in the statement of activities as increases or 
decreases in unrestricted net assets. 

Accounts and Other Receivables, Allowance for Doubtful Accounts and Revenue 
Recognition 

Y AI records receivables and revenue based on established third-party reimbursement 
rates for services provided. Government grants are recorded as revenues to the extent that 
expenses have been incurred for the purposes specified by the grantors. To the extent 
amounts received exceed amounts spent, YAI establishes advances from government 
funders. Receivables are charged to bad debt expense when they are determined to be 
uncollectible based upon a periodic review of the accounts by management. Factors used to 
determine whether an allowance should be recorded include management's assessment of the 
creditworthiness of its funders, the age of the receivable, a review of payments subsequent to 
year-end as well as current economic conditions and historical information. Interest income is 
not accrued or recorded on outstanding receivables. YAI has established an allowance for 
doubtful accounts for accounts receivable of approximately $738,000. YAI has established an 
allowance for doubtful accounts for other receivables due from networking agencies of 
approximately $6,433,000. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Fixed Assets 

Fixed assets are recorded at cost. Leasehold improvements are amortized on a straight
line basis over the estimated useful life of the improvement or the term of the lease, 
whichever is less. YAI capitalizes all purchases of fixed assets equal to or in excess of 
$5,000 and an estimated useful life of more than one year. Repairs and maintenance are 
charged to expense in the period incurred. 

Depreciation of property and equipment is provided utilizing the straight-line method over 
the estimated useful lives of the respective assets. 

Useful lives are as follows: 

Building 
Building improvements 
Leasehold improvements 
Furniture and fixtures 
Equipment 
Computer software 

Deferred Charges 

15 to 25 years 
3 to 25 years 
3 to 20 years 

5 years 
3 to 10 years 

5 years 

The New York State Office for People with Developmental Disabilities ("OPWDD") includes 
interest and principal amortization on loans from the Dormitory Authority of the State of 
New York in the reimbursement rate paid to service providers. YAI recognizes revenue, 
however, based upon interest and depreciation of the facility. The difference between the 
revenue recognized and the reimbursement from OPWDD is reflected as a deferred 
charge on the balance sheet. This deferred charge represents a timing difference, which 
will accumulate over the early periods of the loan repayments and will reverse during the 
latter periods of the loan repayments. 

Bond Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statement of financial position and amortized over the life of the debt. The 
accumulated amortization at June 30, 2014 was $4,702,852. Amortization expense related 
to bond issuance costs was $458,112 for the year ended June 30,2014. 

Assets Limited as to Use 

The amount represents cash, which is held by trustees under bond indenture agreements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Capital Leases 

Capital leases are recorded at the lower of the fair market value of the assets or the 
present value of the minimum lease payments and are amortized over the lease term or 
estimated useful life of the assets, whichever is shorter, unless the lease provides for 
transfer of title or includes a bargain purchase option, in which case the lease is amortized 
over the estimated useful life of the asset. 

Net Assets 

Unrestricted net assets include funds having no restriction as to use or purpose imposed 
by donors. Temporarily restricted net assets are those net assets that are restricted by 
the donors to a specific time period or for specific purposes. 

Contributions 

Unconditional contributions, including promises to give cash and other assets, are reported 
at fair value at the date the contribution is received. The gifts are reported as either 
temporary or permanently restricted support if they are received with donor stipulations 
that limit the use of the donated assets. When a donor restriction expires, that is, when a 
stipulated time restriction ends or purpose restriction is accomplished, temporarily 
restricted net assets are reclassified as unrestricted net assets and reported in the 
statement of activities as net assets released from restrictions. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the life of the 
lease. Deferred rent has been recorded for the difference between the fixed payments and 
rent expense. 

Functional Expenses 

The costs of providing YAI's services have been summarized on a functional basis. 
Accordingly, certain costs have been allocated among the programs and supporting 
services benefited. 

Measure of Operations 

Changes in net assets from operations include all revenues, gains and expenses for the 
period except for contributions, interest income, special event revenue and expenses, and 
fundraising expenses. 

Accounting for Uncertainty in Income Taxes 

YAI has adopted the provisions pertaining to uncertain tax provisions (FASB ASC Topic 
740) and has determined that there are no material uncertain tax positions that require 
recognition or disclosure in the financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Accounting for Uncertainty in Income Taxes (cont'd.) 

YAI is subject to routine audits by taxing jurisdictions; however, there are currently no audits 
for any tax periods in progress. YAI believes it is no longer subject to income tax examinations 
for years prior to 2011. 

Note 3 - Concentration of Credit Risk 

YAI maintains cash balances in several financial institutions which are insured by the Federal 
Deposit Insurance Corporation ("FDIC") for up to $250,000 per institution. From time to time, 
YAl's balances may exceed these limits. 

The mix of revenue and receivables from program recipients and third-party payors is as 
follows: 

Accounts 
Revenue Receivable 

Medicaid 83% 76% 
New York State contracts 9% 20% 
Other third party payors 8% 4% 

100% 100% 

Note 4 - Fixed Assets 

Fixed assets, net, at cost, consists of the following at June 30, 2014. 

Accumulated 
Depreciation 

and 
Cost Amortization Net 

Land $ 9,802,584 $ $ 9,802,584 
Building 20,590,064 15,260,913 5,329,151 
Building improvements 31,791,246 18,965,757 12,825,489 
Leasehold improvements 17,311,502 13,304,656 4,006,846 
Furniture and fixtures 4,787,539 4,233,412 554,127 
Equipment 2,789,684 2,560,150 229,534 
Computer software 3,299,747 2,382,258 917,489 

Construction in progress 1,173,994 1,173,994 

Total $ 91,546,360 $ 56,707,146 $ 34,839,214 

Depreciation and amortization expense related to fixed assets including fixed assets acquired 
through capital leases was $3,669,086 for the year ended June 30, 2014. 
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Note 4 - Fixed Assets (cont'd.) 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

The cost of fixed assets purchased with capital lease proceeds was $35,337,544, with 
accumulated amortization thereon of $24,211 ,987 . 

YAI reviews the carrying value of the long-lived assets to determine if any facts and 
circumstances exist, which would suggest that the assets might be impaired. If impairment is 
indicated, an adjustment will be made to reduce the carrying amount of the long-lived asset to 
its fair value. Based on YAI's review at June 30, 2014, no impairment of long-lived assets 
was evident. 

Note 5 - Fair Value Measurements 

YAI measures its investments at fair value. Fair value is an exit price, representing the amount 
that would be received on the sale of an asset or that would be paid to transfer a liability in an 
orderly transaction between market participants. As a basis for considering such assumptions, 
a three-tier fair value hierarchy is used which prioritizes the inputs in the valuation 
methodologies in measuring fair value. 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques based 
upon whether the inputs to those valuation techniques reflect assumptions other market 
participants would use based upon market data obtained from independent sources 
(observable inputs) or reflect YAI's own assumptions of market participant valuation 
(unobservable inputs). 

Items Measured at Fair Value on a Recurring Basis 

Investments are stated at fair value using Level 1 inputs based on quoted market prices of 
identical securities. Assets using Level 2 inputs consist of government and corporate bonds. 
The fair value of the bonds is estimated using recently executed transactions in securities of 
the issuer or comparable issuers with comparable terms, market price quotations (where 
observable), bond spreads and fundamental data relating to the issuer. 

The fair value of corporate and government bonds is estimated using recently executed 
transactions, market price quotations (where observable), bond spreads or credit default swap 
spreads. The spread data used is for the same maturity as the bond. If the spread data does 
not reference the issuer, then data that references a comparable issuer is used. Corporate 
and government bonds are generally categorized in Level 2 of the fair value hierarchy. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 5 - Fair Value Measurements (cont'd.) 

Note 6-

The following table presents YAI's assets that are measured at fair value on a recurring basis 
at June 30, 2014: 

Total Level 1 Level 2 Level 3 

Certificates of deposit $ 442,018 $ 442,018 $ - $ 
Marketable securities: 

Money market funds 10,056,105 10,056,105 
U.S. Treasury bonds 27,996 27,996 
Government bonds 136,354 136,354 
Corporate bonds 491,961 491,961 

Total securities measured 
at fair value $ 11,154,434 $ 10,526,119 $ 628,315 $ 

Due to New York State 

YAI has entered into contracts with OPWDD for the operation of intermediate care facilities, 
individual residential alternatives, community residences, supportive apartments and day 
habilitation programs. As part of these agreements, OPWDD provides interest-free advances 
to YAI for pre-operational start-up costs, equipment, renovations, lease costs, real estate 
taxes, minor maintenance contracts and operations. YAI has agreed to pay back to OPWDD 
all of the above funds to the extent that such costs are reimbursed by Medicaid. Medicaid 
payments for these costs are withheld from remittances. 

Payments over the next five years are as follows: 

Years Ending June 30: 
2015 
2016 
2017 
2018 
2019 
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$ 14,685,425 
61,355 
55,372 
55,372 
57,721 

$ 14,915,245 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 7 - Notes and Mortgages Payable 

A. Bank of America 

YAI has available an $18 million working capital line of credit carrying an 
interest rate of prime or 30-day LlBOR (at YAl's determination) plus 2% 
per annum, which at June 3D, 2014 was 2.15%. The loan is 
collateralized by YAl's accounts receivable and matures on December 
29, 2015. $ 15,045,037 

YAI has available an $8 million line of credit for the acquisition and 
renovation of program sites. Upon receipt of New York State prior 
property approvals, the funds drawn down on the line of credit are 
subsequently converted into notes. At June 30, 2014, there were six 
notes executed . The notes bear an interest rate of prime or 30-day 
LlBOR (at YAI's determination) plus 2% per annum, which at June 3D, 
2014 was 2.15%. The notes are collateralized by related property with a 
net book value of $2,405,464 and mature on December 29, 2015. 

B. Dormitory Authority of the State of New York 

YAI has entered into twenty-four loan agreements with the Dormitory 
Authority of the State of New York (formerly the Facilities Development 
Corporation (FDC)), a body corporate and politic of the State of New 
York, constituting a public benefit corporation, acting by and through its 
agent, the Commissioner of the New York State Office for People with 
Developmental Disabilities. The loans carry interest rates ranging from 
2.5% to 7.82% per annum, payable in semi-annual installments with 
maturity dates ranging from August 2014 through July 2030. The loans 
are collateralized by related property with a net book value of 
$12,169,948. 

Total amount due at June 30, 2014 

13 

2,968,663 

13,026,975 

$ 31,040,675 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 7- Notes and Mortgages Payable (cont'd.) 

Principal payments over the next five years and thereafter are as follows: 

Years Ending June 30: 
2015 
2016 
2017 
2018 
2019 
Thereafter 

Note 8 - Capital Lease Obligations 

$ 2,127,027 
19,702,434 

1,232,721 
1,141,493 

998,006 
5,838,994 

$ 31,040,675 

YAI has entered into capital lease agreements to fund the purchase of buildings, building 
improvements and equipment through thirteen bond issuances between 2001 and 2007. 

The New York City Industrial Development Agency (nNYCIDAn), a corporate governmental 
agency constituting a body corporate and politic and a public benefit corporation of the State 
of New York, issued and sold revenue bonds (Special Needs Pooled Program) carrying 
interest rates ranging from 4.05% to 7.25% per annum payable in semiannual installments 
with maturities ranging from 2015 to 2030. The proceeds of the loans were used to finance 
the purchase and renovation of various collateralized properties in New York with a net book 
value of $11,125,557. 

As part of the agreement with NYCIDA, YAI transferred the titles to all the facilities. NYCIDA 
has leased the facilities back to YAI for a term and at an amount concurrent with the bond 
repayment schedules. At the conclusion of the lease terms, YAI has the option to purchase 
each of the leased properties for $1 . 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 8 - Capital Lease Obligations (cont'd.) 

Future minimum lease payments are as follows: 

Years Ending June 30: 
2015 
2016 
2017 
2018 
2019 
Thereafter 

Less: Amount representing interest 

Present value of net minimum lease payments 

Note 9 - Pension Plans 

$ 2,625,240 
2,383,708 
2,053,107 
1,260,529 
1,768,690 
3,703,296 

13,794,570 
2,500,805 

$ 11,293,765 

YAI has defined contribution plans covering substantially all its employees. Contributions and 
costs of these plans are based on amounts determined in accordance with Internal Revenue 
Service Code Section 415 on an annual basis, and totaled $2,490,367 for the year ended 
June 30, 2014. 

Note 10 - Leased Facilities 

YAI leases various facilities for its administrative office and program sites under 
noncancellable leases. The leases expire at various periods through February 2038. Rental 
expense totaled $7,505,742 for the year ended June 30, 2014. 

At June 30, 2014, the future minimum lease payments under the terms of the lease 
agreements are as follows: 

Years Ending June 30: 

2015 
2016 
2017 
2018 
2019 
Thereafter 
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$ 6,005,782 
4,290,792 
3,763,238 
3,888,113 
3,667,118 

19,900,673 

$ 41,515,716 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

Note 11 - Commitments and Contingencies 

YAI is responsible for reporting to and is regulated by various third parties, among which are 
the Centers for Medicare and Medicaid SeNices ("CMS") and the New York State Department 
of Health ("DOH"). These agencies, as well as the New York State Office of Attorney 
General's Medicaid Fraud Control Unit ("MFCU"), the Internal Revenue Service, the New York 
State Office of the Attorney General's Charities Bureau, the Office of Inspector General 
("OIG") and the New York State Department of Health's Independent Office of Medicaid 
Inspector General ("OMIG"), and other agencies have the right to audit fiscal as well as 
programmatic compliance, i.e., clinical documentation and physician certifications, amongst 
other compliance requirements. Laws and regulations governing YAl's programs are 
extremely complex and subject to interpretation. As a result, there is at least a reasonable 
possibility that recorded estimates will change by a material amount in the near term. 
Additionally, noncompliance with such laws and regulations could result in fines, penalties and 
exclusion from the Medicare and Medicaid programs. 

Medicaid 

(a) During August 2007, MFCU issued subpoenas to a number of operators of Home Health 
Care programs citing that the contracted home health aides from licensed vendor agencies 
had not received proper certification. The subpoena requested documentation and information 
from YAl's Certified Home Health Aide program ("CHHA") regarding its use of home health 
aides. CHHA relied on the home health aide certificates provided by the licensed vendor 
agency. Based on the information that was provided to MFCU, the Attorney General made a 
determination that some Medicaid claims were not valid because the individuals providing the 
seNice were not lawful home health aides. On December 4, 2008, CHHA received a letter 
from MFCU requesting repayment of $219,608. Through discussion with MFCU, on or about 
February 12, 2009, CHHA reached an agreement in principle with MFCU that, when and if 
consummated, would provide CHHA with a comprehensive release of liabilities to the 
Medicaid program associated with the use of uncertified home health aides. In return for this 
release, CHHA would be required to pay a total of $110,000 to MFCU, divided into equal 
monthly installments of $2,750, payable over 40 months. Based upon this agreement in 
principle with MFCU, management of CHHA has accrued $110,000 in these financial 
statements. To date, CHHA is waiting for the draft of MFCU's proposed stipulation of 
settlement agreement, and management and legal counsel cannot offer any opinion regarding 
whether this matter will ultimately be settled on the foregoing terms. 

(b) DOH increased Medicaid rates to provide funding for recruitment, training and retention of 
home health aides, personal care workers and/or other personnel with direct patient care 
responsibility. These funds cover the period from June 1, 2006 through February 29, 2012. In 
the accompanying financial statements, these funds are reflected as a liability. The 
methodology employed to make this determination was predicated on the approach approved 
by DOH under a similar program put forth in 2002. The funding was allocated based on the 
ratio of seNice hours provided by each licensed agency to the total agency hours provided. 
CHHA received attestations from those licensed agencies with which it contracts certifying 
that these funds were paid to home health aides and other personnel with direct patient care 
responsibilities. This approach and the underlying support are subject to audit by DOH, OMIG 
and MFCU. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2014 

Note 11 - Commitments and Contingencies (cont'd.) 

Medicaid (cont'd.) 

(c) During February 2011, CHHA received a letter from OMIG in connection with an audit of 
CHHA's cost reports for each of the four years ended December 31, 2004 through 2007. In 
connection with this audit, CHHA is responding to OMIG's requests for documentation that 
supports the costs and patient visits/hours claimed by CHHA on its cost reports. On April 1, 
2011, CHHA submitted the requested documentation. Until such time as OMIG issues its final 
audit findings, management will not be in a position to estimate what potential loss, if any, 
might result from this matter. 

Other 

(d) YAI is involved in various legal proceedings and litigation arising in the ordinary course of 
business. YAI is vigorously defending these matters, and it is the opinion of legal counsel that 
these claims are without merit. Potential damages, if successful, are undeterminable at 
June 30,2014. 

Note 12 - Functional Expenses 

Residential services 
Clinical services 
Employment initiative services 

Total program expenses 

Management and general 
Cost of direct benefits of special events 
Fundraising expenses 

Total expenses 

Note 13 - Temporarily Restricted Net Assets 

$ 85,473,064 
65,070,670 
3,002,885 

153,546,619 

20,664,845 
584,006 

1,694,670 

$ 176,490,140 

YAI received funds to place computerized health monitoring systems in residences that house 
individuals who have been diagnosed with developmental disabilities. These monitoring 
systems will provide health care professionals with more accurate health-related data, and in 
turn provide a better quality of life for these individuals. The balance available at June 30, 
2014 is $53,477. 

In 2014, YAI received funds from The Taft Foundation to be used to expand, diversify and 
enhance the agency's LINK (Linking Individuals to Necessary Knowledge) services. This 
enhancement will help support, engage and empower individuals with developmental 
disabilities and assist them and their families in navigating a complicated service system. For 
the year ended June 30, 2014, $174,154 was released from restriction. The balance available 
at June 30, 2014 is $325,846. 
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Note 14 - Related Parties 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2014 

YAI is the sole corporate member of Rockland County Association for the Learning Disabled 
(the "Association"). For the year ended June 30, 2014, YAI provided certain management 
services to the Association, including but not limited to accounting and financial operations, 
administrative and program support, human resources, education and training, information 
technology and general management. The Association paid $541,525 for such services. As 
of June 30,2014, the Association owes $40,024 to YAI which is included in prepaid expenses 
and other receivables on the statement of financial position. 

Note 15 - Supplemental Executive Retirement Program 

Certain executives at YAI have been entitled to retirement benefits as part of a Supplemental 
Executive Retirement Program ("SERP"). In previous years, YAI contributed monies to the 
SERP that have been held in a grantor trust within the meaning of Subpart E, Part I, 
Subchapter J, Chapter I, Subtitle A of the Internal Revenue Code of 1986, as amended, which 
is intended to be a "rabbi trust" as described in Internal Revenue Service Rev. Proc. 92-64. 
During the year ended June 30, 2013, the SERP was terminated with respect to all 
participants and beneficiaries other than one former executive. Certain amounts were 
distributed to those participants and beneficiaries with respect to whom the SERP was 
terminated, and certain other amounts were authorized to be returned to YAI to allow YAI to 
settle certain outstanding obligations. The one former executive has not agreed with the 
distribution amount that was determined by YAJ. 

As of June 30, 2014, YAI is in legal proceedings with this former executive and his wife 
regarding his post-termination benefits, including the amount of his benefit under the SERP. 
YAI is contesting this matter vigorously and is unable to evaluate the likelihood of an outcome 
or estimate an amount or range of potential loss. Any future residual financial impact to YAI is 
unknown pending resolution of the dispute. 

Note 16 - Subsequent Events 

YAI has evaluated all events or transactions that occurred after June 30, 2014 through the 
date of these financial statements, which is the date that the financial statements were 
available to be issued. During this period, there were no material subsequent events 
requiring disclosure. 
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GRASSI &CO. 
.Accountants and Success Consultants- Accoun[ing. Audi[ing. Tax, Lilig:Uion Suppon, 

Valuation. Managcmcn[ & Technology Consulting 

INDEPENDENT AUDITORS' REPORT 

To The Board of Directors 
Young Adult Institute, Inc. 
New York, New York 

We have audited the accompanying statement of financial position of Young Adult Institute, Inc. 
at June 30, 2013, and the related statements of activities and cash flows for the year then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's intemal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

50 Jericho Quadrangle, Suire 200 
Jericho, New York 11753 
(516) 256-3500 . Fax (516) 256-3510 

1 

An Independent Firm Associated with Moore Stephens International Limited 

Additional Office: Manhattan, NY 
(212) 661-6166 

www.grassicpas.com 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Young Adult Institute, Inc. at June 30, 2013, and the changes in its net assets and 
cash flows for the year then ended in accordance with accounting principles generally accepted in the 
United States of America. 

~<{ Co,f!..fAsJ P.e. 
GRASSI & CO., CPAs, P.C. 

Jericho, New York 
October 31,2013 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2013 

CURRENT ASSETS: 
Cash 
Certificates of deposit 
Investments 
Accounts receivable, net 

Medicaid 
New York State 
Client fees 
Private pay 
Medicare 

ASSETS 

Prepaid expenses and other receivables, net 

Total Current Assets 

Bond issuance costs, net 
Fixed assets, net 
Assets limited as to use 
Deferred charges 
Other assets 

Total Assets 

CURRENT LIABILITIES: 

LIABILITIES AND NET ASSETS 

Accounts payable and accrued expenses 
Due to New York State 
Current maturities of notes and mortgages payable 
Current maturities of capital lease obligations 
Other current liabilities 

Total Current Liabilities 

Due to New York State 
Notes and mortgages payable, less current maturities 
Capital lease obligations, less current maturities 
other noncurrent liabilities 

Total Liabilities 

COMMITMENTS AND CONTINGENCIES 
NET ASSETS 

Unrestricted 
Temporarily restricted 

Total Net Assets 

Total Liabilities and Net Assets 

$ 9,859,068 
443,756 

13,251,960 

19,813,151 
5,222,209 

327,046 
23,695 

208,252 
7,164,075 

56,313,212 

2,494,929 
37,618,851 
4,389,633 
5,053,966 

281,489 

$ 106,152,080 

$ 18,462,212 
8,259,273 

21,713,449 
2,550,485 
4,996,147 

55,981,566 

4,483,148 
13,026,974 
10,863,126 
2,839,410 

87,194,224 

18,904,379 
53,477 

18,957,856 

$ 106,152,080 

The accompanying notes are an integral part of these financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30,2013 

Temporarily 
Unrestricted Restricted 

OPERATING REVENUES: 
Medicaid $ 138,385,111 $ 
New York State/New York City 

contractual agreements 19,108,705 
Client fees 6,120,747 
Other revenue 14,989,443 

Total Operating Revenues 178,604,006 

OPERATING EXPENSES: 
Residential services 79,839,950 
Clinical services 67,061,161 
Employment initiative services 3,469,054 
Management and general 24,056,795 

Total Operating Expenses 174,426,960 

CHANGE IN NET ASSETS FROM OPERATIONS 4,177,046 

NONOPERATING REVENUES AND EXPENSES: 

Contributions 845,505 
Interest income 26 ,247 
Fundraising expenses (1,292,149) 
Special events 1,396,386 
Cost of direct benefits of special events (698,705) 
Net recoveries from property damage 720,243 

Total Nonoperating Revenues and Expenses 997,527 

CHANGE IN NET ASSETS 5,174,573 

NET ASSETS, BEGINNING OF YEAR 13,729,806 53,477 

NET ASSETS, END OF YEAR $ 18,904,379 $ 53,477 

The accompanying notes are an integral part of these financial statements. 
4 

Total 

$ 138,385,111 

19,108,705 
6,120,747 

14,989,443 

178,604,006 

79,839,950 
67,061,161 

3,469,054 
24,056,795 

174,426,960 

4,177,046 

845,505 
26,247 

(1 ,292,149) 
1,396,386 
(698,705) 
720,243 

997,527 

5,174,573 

13,783,283 

$ 18,957,856 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2013 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets 
Adjustments to reconcile change in net assets 

to net cash provided by operating activities: 
Depreciation and amortization 
Bad debt expense 
Decrease (increase) in assets: 

Accounts receivable 
Prepaid expenses and other receivables 
Deferred charges 
Other assets 

Increase (decrease) in liabilities: 
Accounts payable and accrued expenses 
Due to New York State 
Other liabilities 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Fixed asset acquisitions 
Proceeds from sale of investments 
Decrease in assets limited as to use 

NET CASH PROVIDED BY INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on notes and mortgages payable 
Principal payments on capital leases 
Proceeds from notes and mortgage loans 

NET CASH USED IN FINANCING ACTIVITIES 

NET CHANGE IN CASH 

CASH, BEGINNING OF YEAR 

CASH. END OF YEAR 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: 
Cash paid for interest 

$ 

$ 

$ 

The accompanying notes are an integral part of these financial statements. 
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5,174,573 

4,599,932 
4,291,693 

2,903,506 
(3,363,331) 

157,104 
1,761 

3,244,348 
(9,690,503) 
(5,577,108) 

1,741,975 

(3,952,881) 
9,579,943 

19,199 

5,646,261 

(6,327,253) 
(2,274,931) 
3,749,910 

(4,852,274) 

2,535,962 

7,323,106 

9,859,068 

1,942,631 

Note 1 - Nalure of Organization 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2013 

Young Adult Institute, Inc. ("YAI") was organized and incorporated in 1957 under the Not-for
Profit Corporation Law of New York State. Y AI has been granted exemption from federal 
income tax under Section 501 (c)(3) ofthe Intemal Revenue Code. 

Y AI serves people of all ages with developmental and learning disabilities, from infants 
through the elderly, in a variety of community settings and at home through state-of-the-art 
programs that help to build skills, expand opportunities, and support community living. 
YAI's 239 programs and direct services benefit 9,266 individuals and their families daily in 
10 counties throughout the New York metropolitan area. YAI is funded primarily by Medicaid. 

YAI is part of a network of independent agencies, collectively known as the YAI Network. 
The network provides programs and services including residential and other facilities for 
adults with developmental disabilities throughout New York City, Westchester County, and 
Long Island. 

Note 2 - Summary of Significant Accounting Policies 

Basis of Accounting 

The financial statements are prepared on the accrual basis. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingencies at the date of the financial statements and the amount of revenue and 
expenses recognized during the reporting period. Actual results could differ from those 
estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. To 
increase the comparability of fair value measurements, a three-tier fair value hierarchy, 
which prioritizes the inputs used in the valuation methodologies, is as follows: 

Level 1 - Valuations based on quoted prices for identical assets and liabilities in active 
markets. 

Level 2 - Valuations based on observable inputs other than quoted prices included in Level 
1, such as quoted prices for similar assets or liabilities in active markets, quoted prices for 
identical or similar assets and liabilities in markets that are not active, or other inputs that are 
observable or can be corroborated by observable market data. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies Icont'd.l 

Fair Value of Financial Instruments Icont'd.l 

Level 3 - Valuations based on unobservable inputs reflecting YAI's own assumptions, 
consistent with reasonably available assumptions made by other market participants. These 
valuations require significant judgment. 

At June 30, 2013, the fair value of YAI's financial instruments including cash, certificates of 
deposit, accounts receivable, prepaid expenses and other receivables, assets limited as to 
use, and accounts payable and accrued expenses, approximated book value due to the 
short maturity ofthese instruments. 

Refer to Note 5 - Fair Value Measurements for assets measured at fair value. 

Certificates of Deposit 

Y AI has invested in several certificates of deposit that have various maturity dates ranging 
from April 2023 to October 2027, and have various interest rates ranging from 2.00% to 
3.00% per annum. The balance of the certificates of deposit at June 30, 2013 is $443,756. 
The certificates of deposit were valued using Level 2 inputs consisting of broker dealer 
quotes for similar securities. 

Investments 

Investments are stated at the readily determinable fair market value in accordance with the 
Not-for-Profit Entities topic of the Financial Accounting Standards Board ("FASB") 
Accounting Standards Codification ("ASC"). All interest, dividends and realized and 
unrealized gains and losses are reported in the statement of activities as increases or 
decreases in unrestricted net assets. 

Accounts and Other Receivables, Allowance for Doubtful Accounts and Revenue 
Recognition 

VAl records receivables and revenue based on established third-party reimbursement 
rates for services provided. Government grants are recorded as revenues to the extent that 
expenses have been incurred for the purposes specified by the grantors. To the extent 
amounts received exceed amounts spent, YAI establishes advances from government 
funders. Receivables are charged to bad debt expense when they are determined to be 
uncollectible based upon a periodic review of the accounts by management. Factors used to 
determine whether an allowance should be recorded include management's assessments of 
the creditworthiness of its funders, the age of the receivable, a review of payments subsequent 
to year-end as well as current economic conditions and historical information. Interest income is 
not accrued or recorded on outstanding receivables. Y AI has established an allowance for 
doubtful accounts for accounts receivable of approximately $441,000. YAI has established an 
allowance for doubtful accounts for other receivables of approximately $3,933,000. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.) 

Fixed Assets 

Fixed assets are recorded at cost. Leasehold improvements are amortized on a straight
line basis over the estimated useful life of the improvement or the term of the lease, 
whichever is less. YAI capitalizes all purchases of fixed assets equal to or in excess of 
$5,000 and an estimated useful life of more than one year. Repairs and maintenance are 
charged to expense in the period incurred. 

Depreciation and amortization of fixed assets is provided utilizing the straight-line method 
over the estimated useful lives of the respective assets as follows: 

Building 
Building improvements 
Leasehold improvements 
Fumiture and fixtures 
Equipment 
Computer software 

Deferred Charges 

15 to 25 years 
3 to 25 years 
3 to 20 years 

5 years 
3 to 10 years 

5 years 

The New York State Office for People with Developmental Disabilities ("OPWOD") includes 
interest and principal amortization on loans from the Dormitory Authority of the State of 
New York in the reimbursement rate paid to service providers. YAI recognizes revenue, 
however, based upon interest and depreciation of the facility. The difference between the 
revenue recognized and the reimbursement from OPWOD is reflected as a deferred 
charge on the balance sheet. This deferred charge represents a timing difference, which 
will accumulate over the early periods of the loan repayments and will reverse during the 
latter periods of the loan repayments. 

Bond Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statement of financial position and amortized over the life of the debt. The 
accumulated amortization at June 30,2013 was $4,244,740. Amortization expense related 
to bond issuance costs was $438,322 for the year ended June 30, 2013. 

Assets Limited as to Use 

The amount represents cash, which is held by trustees under bond indenture agreements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Capital Leases 

Capital leases are recorded at the lower of the fair market value of the assets or the 
present value of the minimum lease payments and are amortized over the lease term or 
estimated useful life of the assets, whichever is shorter, unless the lease provides for 
transfer of title or includes a bargain purchase option, in which case the lease is amortized 
over the estimated useful life of the asset. 

Net Assets 

Unrestricted net assets include funds having no restriction as to use or purpose imposed 
by donors. Temporarily restricted net assets are those net assets that are restricted by 
the donors to a specific time period or for specific purposes. 

Contributions 

Unconditional contributions, including promises to give cash and other assets, are reported 
at fair value at the date the contribution is received. The gifts are reported as either 
temporary or permanently restricted support if they are received with donor stipulations 
that limit the use of the donated assets. When a donor restriction expires, that is, when a 
stipulated time restriction ends or purpose restriction is accomplished, temporarily 
restricted net assets are reclassified as unrestricted net assets and reported in the 
statement of activities as net assets released from restrictions. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the life of the 
lease. Deferred rent has been recorded for the difference between the fixed payments and 
rent expense. 

Functional Expenses 

The costs of providing YAI's services have been summarized on a functional basis. 
Accordingly, certain costs have been allocated among the programs and supporting 
services benefited. 

Measure of Operations 

Changes in net assets from operations include all revenues, gains and expenses for the 
period except for contributions, interest income, special event revenue and expenses, 
fund raising expenses and net recoveries from property damage. 

Accounting for Uncertaintv in Income Taxes 

YAI has adopted the provisions pertaining to uncertain tax provisions (FASB ASC Topic 
740) and has determined that there are no material uncertain tax positions that require 
recognition or disclosure in the financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 3 - Concentration of Credit Risk 

Y AI maintains cash balances in several financial institutions which are insured by the Federal 
Deposit Insurance Corporation ("FDIC") for up to $250,000 per institution. From time to time, 
Y AI 's balances may exceed these limits. 

The mix of revenue and receivables from program recipients and third-party payors is as 
follows: 

Medicaid 
New York State/New York City 
Client Fees 
Other 

Note 4 - Fixed Assets 

Revenue 

78% 
11% 
3% 
8% 

100% 

Fixed assets, net, at cost, consists of the following at June 30, 2013. 

Accumulated 
Depreciation 

and 
Cost Amortization 

Land $ 9,900,761 $ 
Building 20,851,877 14,514,006 
Building improvements 31,313,537 17,415,571 
Leasehold improvements 17,261,114 12,642,916 
Furniture and fixtures 4,659,202 4,053,634 
Equipment 2,804,553 2,473,009 
Computer software 2,734,279 1,938,924 

Construction in Progress 1,131 ,588 

Total $ 90,656,911 $ 53,038,060 

$ 

$ 

Accounts 
Receivable 

77% 
20% 

2% 
1% 

100% 

Net 

9,900,761 
6,337,871 

13,897,966 
4,618,198 

605,568 
331,544 
795,355 

1,131 ,588 

37,618,851 

Depreciation and amortization expense related to fixed assets was $4,161,610 for the year 
ended June 30, 2013. 
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Note 4 - Fixed Assets (cont'd.l 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

The cost of fixed assets purchased with capital lease proceeds was $35,337,544, with 
accumulated amortization thereon of $22,848,607. 

YAI reviews the carry value of the long-lived assets to determine if any facts and circumstances 
exist, which would suggest that the assets might be impaired. If impairment is indicated, an 
adjustment will be made to reduce the carry amount of the long-lived asset to its fair value. 
Based on YAl's review at June 30, 2013, no impairment of long-lived assets was evident. 

Note 5 - Fair Value Measurements 

YAI measures its investments at fair value. Fair value is an exit price, representing the amount 
that would be received on the sale of an asset or that would be paid to transfer a liability in an 
orderly transaction between market participants. As a basis for considering such assumptions, 
a three-tier fair value hierarchy is used which prioritizes the inputs in the valuation 
methodologies in measuring fair value. 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques based 
upon whether the inputs to those valuation techniques reflect assumptions other market 
participants would use based upon market data obtained from independent sources 
(observable inputs) or reflect YAl's own assumptions of market participant valuation 
(unobservable inputs). 

Items Measured at Fair Value on a Recurring Basis 

The following table presents Y AI's assets that are measured at fair value on a recurring basis 
at June 30, 2013: 

Total Level 1 Level 2 Level 3 

Certificates of deposit $ 443,756 $ - $ 443,756 $ 
Marketable securities: 

Money market funds 12,599,371 12,599,371 
U.S. Treasury bonds 28,911 28,911 
Mortgage-backed securities 623,678 623,678 

Total securities measured 
at fair value $ 13,695,716 $ 13,251,960 $ 443,756 $ 
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Note 6 - Due to New York State 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Y AI has entered into contracts with OPWDD for the operation of intermediate care facilities, 
individual residential alternatives, community residences, supportive apartments and day 
habilitation programs. As part of these agreements, OPWDD provides interest-free advances to 
YAI for pre-operational start-up costs , equipment, renovations, lease costs, real estate taxes, 
minor maintenance contracts and operations. YAI has agreed to pay back to OPWDD all of the 
above funds to the extent that such costs are reimbursed by Medicaid. Medicaid payments for 
these costs are withheld from remittances. 

Payments over the next five years are as follows: 

Years Ending June 30: 
2014 
2015 
2016 
2017 
2018 

12 

$ 

$ 

8,259,273 
3,066,494 

753,956 
343,158 
319,540 

12,742,421 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 7 - Notes and Mortgages Payable 

A, Bank of America 

YAI has available an $18 million working capital line of credit carrying an 
interest rate of prime or 30-day UBOR (at YAI's determination) plus 2% 
per annum, which at June 30, 2013 was 2.195%. The loan is 
collateralized by YAI's accounts receivable and matures on December 
29,2013. $ 16,562,828 

YAI has available an $8 million line of credit for the acquisition and 
renovation of program sites. Upon receipt of New York State prior 
property approvals, the funds drawn down on the line of credit are 
subsequently converted into notes. At June 30, 2013, there were three 
notes executed. The notes bear an interest rate of prime or 30-day 
UBOR (at YAI's determination) plus 2% per annum, which at June 30, 
2013 was 2.195%. The notes mature on December 29, 2013. The notes 
are collateralized by related property with a net book value of 
$2,502,959. 

B, Dormitory Authority of the State of New York 

YAI has entered into twenty-four loan agreements with the Dormitory 
Authority of the State of New York (formerly the Facilities Development 
Corporation ("FDC"», a body corporate and politic of the State of New 
York, constituting a public benefit corporation, acting by and through its 
agent, the Commissioner of the New York State Office for People with 
Developmental Disabilities. The loans carry interest rates ranging from 
1.5% to 7.82% per annum, payable in semi-annual installments with 
maturity dates ranging from August 2014 through July 2030. The loans 
are collateralized by related property with a net book value of 
$13,390,624. 

Total amount due at June 30,2013 

13 

2,968,663 

15,208,932 

$ 34,740,423 

YOUNG ADULT INSTITUTE,INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 7- Notes and Mortgages Payable (cont'd.l 

Principal payments over the next five years and thereafter are as follows: 

Years Ending June 30: 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Note 8 -Capital Lease Obligations 

$ 21 ,713,449 
2,127,027 
1,688,734 
1,232,771 
1,141,493 
6.836.949 

$ 34,740,423 

Y AI has entered into capital lease agreements to fund the purchase of buildings, building 
improvements and equipment through thirteen bond issuances between 2001 and 2007. 

The New York City Industrial Development Agency (nNYCIDAn), a corporate governmental 
agency constituting a body corporate and politic and a public benefit corporation of the State of 
New York, issued and sold revenue bonds (Special Needs Pooled Program) carrying interest 
rates ranging from 4.05% to 7.25% per annum payable in semiannual installments with 
maturities ranging from 2014 to 2030. The proceeds of the loans were used to finance the 
purchase and renovation of various collateralized properties in New York with a net book value 
of $12,488,937. 

As part of the agreement with NYCIDA, YAI transferred the titles to all the facilities. NYCIDA 
has leased the facilities back to YAI for a term and at an amount concurrent with the bond 
repayment schedules. At the conclusion of the lease terms, Y AI has the option to purchase 
each of the leased properties for $1. 

Future minimum lease payments are as follows: 

Years Ending June 30: 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Less: Amount representing interest 

Present value of net minimum lease payments 
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$ 3,250,980 
2,436,701 
2,202,607 
1,964,649 
1,260,529 
5,474,657 

16,590,123 
3,176,512 

$ 13,413,611 
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Note 9 - Pension Plans 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Y AI has defined contribution plans covering substantially all its employees. Contributions and 
costs to these plans are based on amounts determined in accordance with Internal Revenue 
Service Code Section 415 on an annual basis and totaled $4,264,926 for the year ended 
June 30, 2013. 

Note 10 - Leased Facilities 

Y AI leases various facilities for its administrative office and program sites under noncancellable 
leases. The leases expire at various periods through February 2036. Rental expense totaled 
$7,521,493 for the year ended June 30, 2013. 

At June 30, 2013, the future minimum lease payments under the terms of the lease 
agreements are as follows: 

Years Ending June 30: 
2014 
2015 
2016 
2017 
2016 
Thereafter 

Note 11 - Commitments and Contingencies 

$ 7,366,066 
5,769,657 
4,204,970 
3,770,247 
3,667,952 

23,702,122 

$ 46,743,034 

Y AI is responsible for reporting to and is regulated by various third parties, among which are 
the Centers for Medicare and Medicaid Services ("CMS") and the New York State Department 
of Health ("DOH"). These agencies, as well as the New York State Office of Attorney General's 
Medicaid Fraud Control Unit ("MFCU"), the Internal Revenue Service, the New York State 
Office of the Attorney General's Charities Bureau, the Office of Inspector General ("OIG") and 
the New York State Department of Health's Independent Office of Medicaid Inspector General 
("OMIG"), and other agencies have the right to audit fiscal as well as programmatic 
compliance, i.e., clinical documentation and physician certifications, amongst other compliance 
requirements. Laws and regulations governing Y AI's programs are extremely complex and 
subject to interpretation. As a result, there is at least a reasonable possibility that recorded 
estimates will change by a material amount in the near term. Additionally. noncompliance with 
such laws and regulations could result in fines, penalties and exclusion from the Medicare and 
Medicaid programs. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 11 - Commijments and Contingencies lcont'd.l 

Medicaid 

(a) During August 2007, MFCU issued subpoenas to a number of operators of Home Health 
Care programs citing that the contracted home health aides from licensed vendor agencies had 
not received proper certification. The subpoena requested documentation and information from 
YAI's Certified Home Health Aide program ("CHHA") regarding its use of home health aides. 
CHHA relied on the home health aide certificates provided by the licensed vendor agency. 
Based on the information that was provided to MFCU, the Attorney General made a 
determination that some Medicaid claims were not valid because the individuals providing the 
service were not lawful home health aides. On December 4, 2008, CHHA received a letter from 
MFCU requesting repayment of $219,608. Through discussion with MFCU, on or about 
February 12, 2009, CHHA reached an agreement in principle with MFCU that, when and if 
consummated, would provide CHHA with a comprehensive release of liabilities to the Medicaid 
program associated with the use of uncertified home health aides. In return for this release, 
CHHA would be required to pay a total of $110,000 to MFCU, divided into equal monthly 
installments of $2,750, payable over 40 months. Based upon this agreement in principle with 
MFCU, management of CHHA has accrued $110,000 in these financial statements. To date, 
CHHA is waiting for the draft of MFCU's proposed stipulation of settlement agreement, and 
management and legal counsel cannot offer any opinion regarding whether this matter will 
ultimately be settled on the foregoing terms. 

(b) DOH increased Medicaid rates to provide funding for recruitment, training and retention of 
home health aides, personal care workers and/or other personnel with direct patient care 
responsibility. These funds cover the period from June 1, 2006 through February 29, 2012. In 
the accompanying financial statements, a portion of these funds is reflected as revenue 
earned, the balance as a liability. The methodology employed to make this determination was 
predicated on the approach approved by DOH under a similar program put forth in 2002. The 
funding was allocated based on the ratio of service hours provided by each licensed agency to 
the total agency hours provided. CHHA received attestations from those licensed agencies with 
which it contracts certifying that these funds were paid to home health aides and other 
personnel with direct patient care responsibilities. This approach and the underlying support 
are subject to audit by DOH, OMIG and MFCU. 

(c) During February 2011, CHHA received a leiter from OMIG in connection with an audit of 
CHHA's cost reports for each of the four years ended December 31, 2004 through 2007. In 
connection with this audit, CHHA is responding to OMIG's requests for documentation that 
supports the costs and patient visits/hours claimed by CHHA on its cost reports. On April 1, 
2011, CHHA submitted the requested documentation. Until such time as OMIG issues its final 
audit findings, management will not be in a position to estimate what potential loss, if any, 
might result from this malter. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Note 11 - Commitments and Contingencies Icont'd.) 

(d) In January 2011, YAI entered into agreements to settle the joint state and federal 
investigations and the qui tam complaint filed under the federal and New York State False 
Claims Acts after an investigation by the United States Attorney's office for the Southern 
District of New York and the State of New York, Office of the Attorney General with regard to 
alleged errors contained in the New York State Consolidated Fiscal Reports submitted for the 
years 1999 through 2009. The settlement for $18,000,000 ($10,800,000 with New York State 
and $7,200,000 with the United States of America) covered a ten-year period of time 
representing approximately 1 % of YAI's revenue. YAI paid $5,000,000 in January 2011 with the 
balance to be paid in equal monthly installments, plus interest at 2.75%, ending December 
2015. On October 31, 2012, YAI voluntarily prepaid the remaining balances due, inclusive of 
interest, under the New York State and federal settlement agreements in the amounts of 
$5,347,961 and $3,565,307, respectively. 

Other 

(e) YAI is involved in various legal proceedings and litigation arising in the ordinary course of 
business. Y AI is vigorously defending these matters, and it is the opinion of legal counsel that 
these claims are without merit. Potential damages, if successful, are undeterminable at 
June 30, 2013. 

Note 12 - Functional Expenses 

Residential services 
Clinical services 
Employment initiatives services 

Total program expenses 

Management and general 
Cost of direct benefits of special events 
Fundraising expenses 

Total expenses 

Note 13 - Temporarily Restricted Net Assets 

$ 79,839,950 
67,061,161 
3,469,054 

150,370,165 

24,056,795 
698,705 

1,292,149 

$ 176,417,814 

Y AI received funds to place computerized health monitoring systems in residences that house 
individuals who have been diagnosed with developmental disabilities. These monitoring 
systems will provide health care professionals with more accurate health-related data, and in 
turn provide a better quality of life for these individuals. The balance available at June 30, 2013 
is $53,477. 
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Note 14 - Related Parties 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2013 

Y AI is the sole corporate member of Rockland County Association for the Learning Disabled 
(the "Association"). For the year ended June 30, 2013, YAI provided certain management 
services to the Association, including but not limited to accounting and financial operations, 
administrative and program support, human resources, education and training, information 
technology and general management. The Association paid $568,567 for such services. As of 
June 30, 2013, the Association owes $283,517 to YAI which is included in prepaid expenses 
and other receivables on the statement of financial position. 

Note 15 - Supplemental Executive Retirement Program 

Certain current and former executives at Y AI were entitled to retirement benefits as part of a 
Supplemental Executive Retirement Program ("SERP"). In previous years, YAI contributed 
monies to the SERP, which were held in a grantor trust within the meaning of Subpart E, 
Subchapter, Chapter I, Subtitle A of the Internal Revenue Code of 1986, as amended, and 
which was intended to be a ' rabbi trust" as described in Rev. Proc. 92-64. During the year 
ended June 30, 2013, the SERP was terminated. At termination, certain amounts were 
identified and distributed to the employees and other amounts were returned to Y AI. At 
June 30, 2013, one former executive has not agreed with the distribution amount that was 
determined by Y AI. This portion of the SERP proceeds remains within the grantor trust until 
YAI and the former executive can agree on the amount to be distributed. Any future residual 
financial impact to YAI is unknown at this time. Approximately $8,900,000 was returned to YAI 
during 2013 and was used to settle outstanding obligations. The amount received as a result 
of the termination by Y AI from the SERP is included in the other revenue on the statement of 
activities. 

Note 16 - Subseguent Events 

YAI has evaluated all events or transactions that occurred after June 30, 2013 through the 
date of these financial statements, which is the date that the financial statements were 
available to be issued. During this period, there were no material subsequent events 
requiring disclosure. 

18 

B
-IX

-20



YOUNG ADULT INSTITUTE, INC. 

FINANCIAL STATEMENTS 

JUNE 30, 2012 

YOUNG ADULT INSTITUTE. INC. 

CONTENTS 

Independent Auditors' Report 

Financial Statements 

Statement of Financial Position at June 30, 2012 

Statement of Activities for the Year Ended 
June 30, 2012 

Statement of Cash Flows for the Year Ended 
June 30, 2012 

Notes to Financial Statements 

1 

2 

3 

4 

5-17 

B
-IX

-21



GRASSI & CO. 
Account-lnts and SUCCt'ss Consultants- Accounring. AudlClng. TiX. Lirig:mon Support, 

Managt'mem & Technology Consulting 

INDEPENDENT AUDITORS' REPORT 

Board of Directors 
Young Adult Institute, Inc. 
New York, New York 

We have audited the accompanying statement of financial position of Young Adult Institute, Inc. 
at June 30, 2012, and the related statements of activities and cash flows for the year then 
ended. These financial statements are the responsibility of Young Adult Institute, Inc.'s 
management. Our responsibility is to express an opinion on these financial statements based 
on our audit. 

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

In our opinion, the financial statements referred to above present fairly, in all material. 
respects, the financial position of Young Adult Institute, Inc. at June 30, 2012, and the changes 
in its net assets and its cash flows for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

~<!. CAJ,(!.fAsJ PC. 
GRASSI & CO., CPAs, P.C. 

Jericho, New York 
November 2, 2012 

HEADQUARTERS: 

50 Jericho Quadrangle, Suire 200 
Jericho, New York 11753 
(516) 256-3500 ' Fax (516) 256·3510 

1 

An Independent Film Anoci.trC'd with ,~(oorc Srcphcns Inl(rn~r on.1l LImited 

Offices in M.nhauan 
and North Cuolina 
www grassicpas.coOl 

YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF FINANCIAL POSITION 

JUNE 30, 2012 

CURRENT ASSETS: 
Cash and cash equivalents 
Certiflcates of deposit 
Investments 
Accounts receivable, net 

Medicaid 
New York State 
New York City 
Client fees 
Private pay 
Medicare 

Prepaid expenses and other receivables 

Total Current Assets 

Bond issuance costs, net 
Fixed assets - net 
Assets limited as to use 
Deferred charges 
Other assets 

Total Assets 

ASSETS 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES: 
Accounts payable and accrued expenses 
Due to New York State 
Current maturities of notes and mortgages payable 
Current maturities of capital lease obUgations 
Other current liabilities 

Total Current Liabilities 

Due to New York State 
Notes and mortgages payable, less current maturities 
Capital lease obligations. less current maturities 
Other noncurrent liabilities 

Total Liabilities 
COMMITMENTS AND CONTINGENCIES 
Net assets 

Unrestricted 
Temporarily restricted 

Total Net Assels 

Total Liabilities and Net Assets 

$ 7,323,106 
141,432 

23,134,227 

21,802,010 
5,718,884 

910,475 
126,246 
69,456 

229,158 
7.734.067 

67,189,061 

2,933,251 
37,827,580 
4,408,832 
5,211,070 

283.250 

$ 117,853,044 

$ 15,217,877 
19,886,273 
2,074,927 
2,285,162 
4,116,639 

43,580,878 

2,546,636 
35,242,840 
13,403,380 
9,296,027 

104,069,761 

13,729,806 
53,477 

13,783,283 

$ 117 ,853,044 

The accompanying notes are an integral part of these financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2012 

Temporarily 
Unrestricted Restricted 

OPERATING REVENUES: 
Medicaid $ 143,644,033 $ $ 
New York State contractual agreements 24,904,916 
New York City contractual agreements 955,349 
Client fees 6,026,966 
Private pay 693,997 
Medicare 61,161 

Total Operating Revenues 176,286,422 

OPERATING EXPENSES: 
Residential services 83,441,902 
Clinical services 68,970,451 
Employment initiative services 3,689,449 
Management and general 18,349,893 

Total Operating Expenses 174,451,695 

CHANGE IN NET ASSETS FROM OPERATIONS 1,834,727 

NONOPERATING REVENUES AND EXPENSES: 

Contributions 1,362,564 
Interest income 83,038 
Fundraising expenses (1,356,416) 
Special events 2,108,977 
Cost of direct benefits of special events (738,178) 

Total Nonoperating Revenues and Expenses 1,459,985 

CHANGE IN NET ASSETS BEFORE LOSS FROM 
DISCONTINUED OPERATIONS 3,294,712 

Loss from discontinued operations (1,101,008) 

CHANGE IN NET ASSETS 2,193,704 

NET ASSETS, BEGINNING OF YEAR 11,536,102 53,477 

NET ASSETS, END OF YEAR $ 13,729,806 $ 53,477 

The accompanying notes are an integral par! of these financial statements. 
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$ 

Total 

143,644,033 
24,904,916 

955,349 
6,026,966 

693,997 
61,161 

176,286,422 

83,441,902 
68,970,451 

3,689,449 
18,349,893 

174,451,695 

1,834,727 

1,362,564 
83,038 

(1,356,416) 
2,108,977 
(738,178) 

1,459,985 

3,294,712 

(1,101,008) 

2,193,704 

11,589,579 

13,783,283 

YOUNG ADULT INSTITUTE. INC. 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30. 2012 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Change in net assets $ 
Adjustments to reconcile change in net assets 

to net cash provided by operating activities: 
Depreciation and amortization 
Bad debt expense 
Decrease (increase) in assets: 

Accounts receivable 
Prepaid expenses and other receivables 
Deferred charges 
Other assets 

Increase (decrease) in liabilities: 
Accounts payable and accrued expenses 
Due to New York State 
Other liabilities 

NET CASH PROVIDED BY OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Fixed asset acquisitions 
Purchases of investments 
Decrease in assets limited as to use 

NET CASH USED IN INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on notes and mortgages payable 
Principal payments on capital leases 
Proceeds from notes and mortgage loans 

NET CASH USED IN FINANCING ACTIVITIES 

NET CHANGE IN CASH AND CASH e QUIVALENTS 

CASH AND CASH EQUIVALENTS. BEGINNING OF YEAR 

CASH AND CASH EQUIVALENTS. END OF YEAR $ 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: 
Cash paid for interest $ 

The accompanying notes are an integral part of these financial statements. 
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2.193.704 

4,895.118 
1.105.122 

6.903.660 
(3.828,420) 

98.040 
(2.015) 

(188.459) 
4,435.851 

(1.115.303) 

14,497.298 

(2.624.796) 
(4.718.886) 

323.854 

(7.019.828) 

(30.940.296) 
(2.621.112) 
30.916.324 

(2.645.084) 

4.832.386 

2,490.720 

7.323.106 

2.424.769 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 1 - Nature of Organization 

Young Adult Institute, Inc. ("YAI") was organized and incorporated in 1957 under the 
Not-for-Profit Corporation Law of New York State. YAI has been granted exemption from 
federal income tax under Section 501 (c)(3) of the Internal Revenue Code. 

Y AI serves people of all ages with developmental and learning disabilities, from infants 
through the elderly, in a variety of community settings and at home through state-of
the-art programs that help to build skills, expand opportunities, and support 
community living. YAI's 237 programs and direct services benefit 9,258 individuals 
and their families daily in 10 counties throughout the New York metropolitan area. YAI 
is funded primarily by Medicaid. 

Y AI is part of a network of independent agencies, collectively known as the Y AI 
Network. The network provides programs and services including residential and other 
facilities for adults with developmental disabilities throughout New York City, 
Westchester County, and Long Island. 

Note 2 - Summarv of Significant Accounting Policies 

Basis of Accounting 

The financial statements are prepared on the accrual basis. 

Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingencies at the date of the financial statements 
and the amount of revenue and expenses recognized during the reporting period. 
Actual results could differ from those estimates. 

Fair Value of Financial Instruments 

Fair value is defined as the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market partiCipants at the 
measurement date. To increase the comparability of fair value measurements, a 
three-tier fair value hierarchy, which prioritizes the inputs used in the valuation 
methodologies, is as follows: 

Level 1 - Valuations based on quoted prices for identical assets and liabilities in active 
markets. 

Level 2 - Valuations based on observable inputs other than quoted prices included in 
Level 1, such as quoted prices for similar assets or liabilities in active markets, quoted 
prices for identical or similar assets and liabilities in markets that are not active, or 
other inputs that are observable or can be corroborated by observable market data. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.! 

Fair Value of Financial Instruments (cont'd.l 

Level 3 - Valuations based on unobservable inputs reflecting YAI's own assumptions, 
consistent with reasonably available assumptions made by other market participants. 
These valuations require significant judgment. 

At June 30, 2012, the fair value of YAl's financial instruments including cash and cash 
equivalents, certificates of deposit, accounts receivable, prepaid expenses and other 
receivables, assets limited as to use, and accounts payable and accrued expenses, 
approximated book value due to the short maturity of these instruments. 

Refer to Note 5 - Fair Value Measurements for assets measured at fair value. 

Cash and Cash Equivalents 

Cash equivalents include highly liquid investments with initial maturities when acquired 
of three months or less. 

Certificates of Deposit 

Certificates of deposit include investments with initial maturities when acquired of 
three months or less. 

Investments 

Investments are stated at the readily determinable fair market value in accordance 
with the Not-for-Profit Entities topic of the Financial Accounting Standards Board 
("FASB") Accounting Standards Codification ("ASC·). All interest, dividends and 
realized and unrealized gains and losses are reported in the statement of activities as 
increases or decreases in unrestricted net assets. 

Accounts Receivable. Allowance for Doubtful Accounts and Revenue Recognition 

YAI records receivables and revenue based on established third-party 
reimbursement rates for services provided. Government grants are recorded as 
revenues to the extent that expenses have been incurred for the purposes specified by 
the granlors. To the extent amounts received exceed amounts spent, YAI establishes 
advances from government funders. Receivables are charged to bad debt expense 
when they are determined to be uncollectible based upon a periodic review of the 
accounts by management. Factors used to determine whether an allowance should be 
recorded include management's assessments of the creditworthiness of its funders, the 
age of the receivable, a review of payments subsequent to year end as well as current 
economic conditions and historical information. interest income is not accrued or 
recorded on outstanding receivables. Y AI has established an allowance for doubtful 
accounts of approximately $440,000. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Property and Eguipment 

Property and equipment is recorded at cost. Leasehold improvements are amortized 
on a straight-line basis over the estimated useful life of the improvement or the term 
of the lease, whichever is less. YAI capitalizes all purchases of property and 
equipment equal to or in excess of $5,000 and an estimated useful life of more than 
one year. Repairs and maintenance are charged to expense in the period incurred. 

Depreciation and amortization of property and equipment is provided utilizing the 
straight-line method over the estimated useful lives of the respective assets as 
follows: 

Building 
Building improvements 
Leasehold improvements 
Furniture and fixtures 
Equipment 
Computer software 

Deferred Charges 

15 to 25 years 
3 to 25 years 
3 to 20 years 

5 years 
3 to 10 years 

5 years 

The New York State Office for People with Developmental Disabilities ("OPWDD") 
includes in the reimbursement rate paid to service providers interest and principal 
amortization on loans from the Dormitory Authority of the State of New York. YAI 
recognizes revenue, however, based upon interest and depreciation of the faCility. 
The difference between the revenue recognized and the reimbursement from 
OPWOD is reflected as a deferred charge on the balance sheet. This deferred 
charge represents a timing difference, which will accumulate over the early periods of 
the loan repayments and will reverse during the latter periods of the loan 
repayments. 

Bond Issuance Costs 

Costs of obtaining financing or refinancing are offset against the debt reflected in the 
accompanying statement of financial position and amortized over the life of the debt. 
The accumulated amortization at June 30, 2012 was $4,446,117. Amortization 
expense related to bond issue costs was $498,151 for the fiscal year ended June 30, 
2012. 

Assets Limited as to Use 

The amount represents cash, which is held by trustees under bond indenture 
agreements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summary of Significant Accounting Policies Icont'd.l 

Capital Leases 

Capital leases are recorded at the lower of the fair market value of the assets or the 
present value of the minimum lease payments and are amortized over the lease term 
or estimated useful life of the assets, whichever is shorter, unless the lease provides 
for transfer of title or includes a bargain purchase option, in which case the lease is 
amortized over the estimated useful life of the asset. 

Net Assets 

Unrestricted net assets include funds having no restriction as to use or purpose 
imposed by donors. Temporarily restricted net assets are those net assets that are 
restricted by the donors to a specific time period or for specific purposes. 

Contributions 

Unconditional contributions, including promises to give cash and other assets, are 
reported at fair value at the date the contribution is received. The gifts are reported 
as either temporary or permanently restricted support if they are received with 
donor stipulations that limit the use of the donated assets. When a donor restriction 
expires, that is, when a stipulated time restriction ends or purpose restriction is 
accomplished, temporarily restricted net assets are reclassified as unrestricted net 
assets and reported in the statement of activities as net assets released from 
restrictions. 

Operating Leases 

Operating lease expense has been recorded on the straight-line basis over the 
life of the lease. Deferred rent has been recorded for the difference between 
the fixed payments and rent expense. 

Functional Expenses 

The costs of providing YAI's services have been summarized on a functional 
basis. Accordingly, certain costs have been allocated among the programs and 
supporting services benefited. 

Measure of Operations 

Changes in net assets from operations include all revenues, gains and expenses 
for the period except for contributions, interest income, special event revenue and 
expenses and fund raising expenses. 

Accounting for Uncertainty in Income Taxes 

YAI has adopted the provisions pertaining to uncertain tax provisions (FASB ASC Topic 
740) and has determined that there are no material uncertain tax positions that require 
recognition or disclosure in the financial statements. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 2 - Summary of Significant Accounting Policies (cont'd.l 

Reclassifications 

Certain accounts relating to the prior year have been reclassified to conform to the 
current year's presentation. These reclassifications have no effect on the change 
in net assets previously reported. 

New Accounting Pronouncement 

FASB issued Accounting Standards Update ("ASU") No. 2011-04, Fair Value 
Measurement (Topic 820), issued May 2011, Amendments to Achieve Common 
Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS. 
This ASU represents the converged guidance of the FASB and the IASB (the 
"Boards") on fair value measurement. The collective efforts of the Boards and their 
staffs, reflected in ASU No. 2011-04, have resulted in common requirements for 
measuring fair value and for disclosing information about fair value measurements, 
including a consistent meaning of the term "fair value." The Boards have concluded 
the common requirements will result in greater comparability of fair value 
measurements presented and disclosed in financial statements prepared in 
accordance with U.s. GAAP and IFRS. 

The amendments to the FASB Accounting Standards Codification in this ASU are to 
be applied prospectively. For nonpublic entities, the amendments are effective for 
annual periods beginning after December 15, 2011. Nonpublic entities may apply 
the amendments in ASU No. 2011-04 early, but no earlier than for interim periods 
beginning after December 15, 2011. YAI has not yet determined whether the 
adoption of this standard will have a material impact on its financial statements. 

Note 3 - Concentration of Credit Risk 

Y AI maintains cash balances in several financial institutions. Interest-bearing balances 
are insured by the Federal Deposit Insurance Corporation ("FDIC") for up to $250,000 
per institution. In addition, all funds in noninterest-bearing accounts are insured by the 
FDIC through December 31,2012. From time to time, YAl's balances may exceed these 
limits. 

The mix of revenue and receivables from program recipients and third-party payors is as 
follows: 

Medicaid 
New York State contracts 
New York City contracts 
Other third party payors 

Revenue 
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81% 
14% 
1% 
4% 

100% 

Accounts 
Receivable 

76% 
20% 

3% 
1% 

100% 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 4 - Prooerty and Equioment 

Property and equipment, net, at cost, consists of the following at June 30, 2012. 

Land 
Building 
Building improvements 
Leasehold improvements 
Furniture and fixtures 
Equipment 
Computer software 
Construction in Progress 

Total 

$ 

$ 

Cost 

9,900,761 
20,851,877 
30,498,712 
14,387,082 
4,349,987 
2,623,263 
2,210,656 
1,881,691 

86,704,029 

Accumulated 
Depreciation 

and 
Amortization 

$ $ 
13,505,281 
15,670,583 
11,888,197 
3,798,254 
2,356,761 
1,657,373 

$ 48,876,449 $ 

Net 

9,900,761 
7,346,596 

14,828,129 
2,498,885 

551,733 
266,502 
553,283 

1,881 ,691 

37,827,580 

The cost of fixed assets purchased with capital lease proceeds was $35,300,640 with 
accumulated amortization thereon of $21,003,061. Depreciation and amortization 
expense related to property and equipment was $4,396,967 for the fiscal year ended 
June 30, 2012. 

Y AI reviews the carry value of the long-lived assets to determine if any facts and 
circumstances exist, which would suggest that the assets might be impaired. If 
impairment is indicated, an adjustment will be made to reduce the carry amount of the 
long-lived asset to its fair value. Based on YAI's review at June 30, 2012, no impairment 
of long-lived assets was evident. 

Note 5 - Fair Value Measurements 

Y AI measures its investments at fair value. Fair value is an exit price, representing the 
amount that would be received on the sale of an asset or that would be paid to transfer a 
liability in an orderly transaction between market participants. As a basis for considering 
such assumptions, a three-tier fair value hierarchy is used which prioritizes the inputs in 
the valuation methodologies in measuring fair value. 

Fair Value Hierarchy 

The methodology for measuring fair value specifies a hierarchy of valuation techniques 
based upon whether the inputs to those valuation techniques reflect assumptions other 
market participants would use based upon market data obtained from independent 
sources (observable inputs) or reflect YAl's own assumptions of market participant 
valuation (unobservable inputs). 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 5 - Fair Value Measurements (cont'd.l 

Items Measured at Fair Value on a Recurring Basis 

The following table presents Y AI's assets that are measured at fair value on a recurring 
basis at June 30, 2012: 

Marketable securities: 
Money market funds 
U.S. Treasury bonds 
Mortgage-backed securities 

Total securities measured at fair value 

Note 6 - Due to New York State 

Total Level 1 

$ 22,209,132 
29,757 

895,338 

$ 23,134,227 

Y AI has entered into contracts with OPWDD for the operation of intermediate care 
facilities, individual residential alternatives, community residences, supportive apartments 
and day habilitation programs. As part of these agreements, OPWDD provides interest
free advances to Y AI for pre-operational start-up costs, equipment, renovations, lease 
costs, real estate taxes, minor maintenance contracts and operations. Y AI has agreed to 
pay back to OPWDD all of the above funds to the extent that such costs are reimbursed 
by Medicaid. Medicaid payments for these costs are withheld from remittances. 

Payments over the next five years are as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 

11 

$ 19,886,273 
729,234 
896,978 
460,212 
460,212 

$ 22,432,909 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 3D, 2012 

Note 7 - Notes and Mortgages Payable 

A. Bank of America 

YAI has available an $18 million working capital line of credit 
carrying an interest rate of prime or 30-day LlBOR (at YAl's 
determination) plus 2% per annum, which at June 30, 2012 was 
2.25%. The loan is collateralized by YAl's accounts receivable 
and matures on December 29,2013. 

Y AI has available a $3 million working capital line of credit 
carrying an interest rate of prime or 30-day LlBOR (at YAl's 
determination) plus 2% per annum, which at June 30, 2012 was 
2.25%. The note is collateralized by Medicaid rate appeals and 
rate adjustments accounts receivable and matures on 
December 29,2013. 

Y AI has available an $8 million line of credit for the acquisition 
and renovation of program sites. Upon receipt of New York 
State prior property approvals, the funds drawn down on the 
line of credit are subsequently converted into notes. At June 
30, 2012, there were three notes executed. The notes, bearing 
an interest rate of prime or 30-day LlBOR (at YAl's 
determination) plus 2% per annum, which at June 30, 2012 was 
2.25%. The notes are collateralized by related property with a 
net book value of $1,120,127 and matures on December 29, 
2013. 

B. Dormitory Authority of the State of New York 

Y AI has entered into twenty-four loan agreements with the 
Dormitory Authority of the State of New York (formerly the 
Facilities Development Corporation (FDC», a body corporate 
and politic of the State of New York, constituting a public benefit 
corporation, acting by and through its agent, the Commissioner 
of the New York State Office for People with Developmental 
Disabilities. The loans carry interest rates ranging from 1.5% to 
7.82% per annum, payable in semi-annual installments with 
maturity dates ranging from August 2014 through July 2030. 
The loans are collateralized by related property with a net book 
value of $14,703,911. 

12 

$ 17,207,584 

759,194 

2,067,129 

17,283,860 

$ 37,317,767 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2012 

Note 7- Notes and Mortgages Payable (cont'd.l 

Principal payments over the next five years and thereafter are as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Note 8 - Capital Lease Obligations 

$ 2,074,927 
22,215,864 
2,127,027 
1,688,734 
1,232,721 
7,978,494 

$ 37,317,767 

Y AI has entered into capital lease agreements to fund the purchase of buildings. building 
improvements and equipment through thirteen bond issuances between 2001 and 2007. 

The New York City Industrial Development Agency ("NYCIDA"), a corporate 
governmental agency constituting a body corporate and politic and a public benefit 
corporation of the State of New York, issued and sold revenue bonds (Special Needs 
Pooled Program) carrying interest rates ranging from 4.05% to 7.25% per annum 
payable in semiannual installments with maturities ranging from 2014 to 2030. The 
proceeds of the loans were used to finance the purchase and renovation of various 
collateralized properties in New York with a net book value of $14,297,579. 

As part of the agreement with NYCIDA, YAI transferred the titles to all the facilities. IDA 
has leased the facilities back to Y AI for a term and at an amount concurrent with the 
bond repayment schedules. At the conclusion of the lease terms, Y AI has the option to 
purchase each of the leased properties for $1. 

Future minimum lease payments are as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Less: Amount representing interest 

Present value of net minimum lease payments 
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$ 3,306,717 
3,239,473 
2,436,701 
2,202,607 
1,964,649 
6,735,184 

19,885,331 
4,196,789 

$ 15,688,542 

Note 9 - Pension Plans 

YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Y AI has defined contribution plans covering substantially all its employees. Contributions 
and costs to these plans are based on amounts determined in accordance with Internal 
Revenue Service Code Section 415 on an annual basis and totaled $5,215,982 for the 
year ended June 30, 2012. 

Note 10 - Leased Facilities 

Y AI leases various facilities for its administrative office and program sites under 
noncancellable leases. The leases expire at various periods through February 2027. 
Rental expense totaled $7,191,358 for the year ended June 30, 2012. 

At June 30, 2012, the future minimum lease payments under the terms of the 
lease agreements are as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 
2017 
Thereafter 

Note 11 - Commitments and Contingencies 

$ 7,204,747 
6,657,536 
5,134,354 
3,513,778 
3,021 ,959 

22,048,943 

$ 47,581,317 

YAI is responsible for reporting to and is regulated by various third parties, 
among which are the Centers for Medicare and Medicaid Services ("CMS") 
and the New York State Department of Health ("DOH"). These agencies, as 
well as the New York State Office of Attorney General's Medicaid Fraud 
Control Unit ("MFCU"), the Internal Revenue Service, the New York State 
Office of the Attorney General's Charities Bureau, the Office of Inspector 
General ("OIG") and the New York State Department of Health's Independent 
Office of Medicaid Inspector General ("OMIG"), and other agencies have the 
right to audit fiscal as well as programmatic compliance, i.e., clinical 
documentation and physician certifications, amongst other compliance 
requirements. Laws and regulations governing YAI's programs are extremely 
complex and subject to interpretation. As a result, there is at least a 
reasonable possibility that recorded estimates will change by a material 
amount in the near term. Additionally, noncompliance with such laws and 
regulations could result in fines, penalties and exclusion from the Medicare 
and Medicaid programs. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2012 

Note 11 - Commitments and Contingencies (cont'd.) 

Medicaid 

(a) During August 2007, the MFCU issued subpoenas to a number of 
operators of Home Health Care programs citing that the contracted home 
health aides from licensed vendor agencies had not received proper 
certification. The subpoena requested from Y AI's Certified Home Health Aide 
program ("CHHA") documentation and information regarding its use of home 
health aides. CHHA relied on the home health aide certificates provided by the 
licensed vendor agency. Based on the information that was provided to 
MFCU, the Attorney General made a determination that some Medicaid claims 
were not valid because the individuals providing the service were not lawful 
home health aides. On December 4, 2008, CHHA received a letter from MFCU 
requesting repayment of $219,608. Through discussion with MFCU, on or 
about February 12, 2009, CHHA reached an agreement in principle with the 
MFCU that, when and if consummated, would provide CHHA with a 
comprehensive release of liabilities to the Medicaid program associated with 
the use of uncertified home health aides. In return for this release, CHHA 
would be required to pay a total of $110,000 to MFCU, divided into equal 
monthly installments of $2,750, payable over 40 months. Based upon this 
agreement in principle with MFCU, management of CHHA has accrued 
$110,000 in these financial statements. To date, CHHA is waiting for the draft 
of MFCU's proposed stipulation of settlement agreement and legal counsel 
cannot offer any opinion regarding whether this matter will ultimately be settled 
on the foregoing terms. 

(b) DOH increased Medicaid rates to provide funding for recruitment, training 
and retention of home health aides, personal care workers and/or other 
personnel with direct patient care responsibility. These funds cover the period 
from June 1, 2006 through February 29, 2012. In the accompanying financial 
statements, a portion of these funds is reflected as revenue earned, the 
balance as a liability. The methodology employed to make this determination 
was predicated on the approach approved by DOH under a similar program 
put forth in 2002. The funding was allocated based on the ratio of service 
hours provided by each licensed agency to the total agency hours provided. 
CHHA received attestations from those licensed agencies with which it 
contracts certifying that these funds were paid to home health aides and other 
personnel with direct patient care responsibilities. This approach and the 
underlying support are subject to audit by DOH, OMIG and MFCU. 

(c) During February 2011, CHHA received a letter from OMIG in connection 
with an audit of CHHA's cost reports for each of the four years ended 
December 31, 2004 through 2007. In connection with this audit, CHHA is 
responding to OMIG's requests for documentation that supports the costs and 
patient visits/hours claimed by CHHA on its cost reports. On April 1, 2011, 
CHHA submitted the requested documentation. Until such time as OMIG 
issues its final audit findings, management will not be in a position to estimate 
what potential loss, if any, might result from this matter. 
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JUNE 30. 2012 

Note 11 - Commitments and Contingencies (conf d.) 

(d) In January 2011 , YAI entered into agreements to settle the joint state and 
federal investigations and the qui tam complaint fi led under the federal and 
New York State False Claims Acts after an investigation by the United States 
Attorney's office for the Southern District of New York and the State of New 
York, Office of the Attorney General with regard to alleged errors contained in 
the New York State Consolidated Fiscal Reports submitted for the years 1999 
through 2009. The settlement for $18,000,000 ($10,800,000 with New York 
State and $7,200,000 with the United States of America) covered a ten-year 
period of time representing approximately 1 % of Y AI's revenue. Y AI paid 
$5,000,000 in January 2011 with the balance to be paid in equal monthly 
installments, plus interest at 2.75%, ending December 2015. The repayment 
is effectuated through a withhold imposed on YAl 's weekly Medicaid 
remittances. The amount due to the United States of America is collateralized 
by a mortgage lien of $3,200,000 on certain real property and by life insurance 
policies of certain former management employees. The amount due to New 
York State is guaranteed by one of the network agencies. The current portion 
due of $2,644,068 is reported in other current liabilities. The remaining 
balance of $6,665,412 is reported in other noncurrent liabilities. 

At June 30, 2012, the total amount due including interest is $9,309,480 with 
future payments as follows: 

Years Ending June 30: 
2013 
2014 
2015 
2016 

$ 2,644,068 
2,644,068 
2,644,068 
1.377,276 

$ 9,309,480 

See Note 15 for a subsequent event disclosure relating to this obligation. 

(e) YAI is involved in various legal proceedings and litigation arising in the 
ordinary course of business. YAI is vigorously defending these matters and it 
is the opinion of legal counsel that these claims are without merit. Potential 
damages, if successful , are undeterminable at June 30, 2012. 
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YOUNG ADULT INSTITUTE, INC. 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30,2012 

Note 12 - Functional Expenses 

Residential services 
Clinical services 
Home health care services 
Employment initiatives services 

Total program expenses 

Mangement and general 
Cost of direct benefits of special events 
Fundraising expenses 

Total expenses 

Note 13 - Temporarily Restricted Net Assets 

$ 

$ 

83,441,902 
68,970,451 
4,622,909 
3,689,449 

160,724,711 

18,349,893 
738,178 

1,356,416 

181,169,198 

YAI received funds to place computerized health monitoring systems in 
residences that house individuals who have been diagnosed with 
developmental disabilities. These monitoring systems will provide health care 
professionals with more accurate health-related data and in turn provide a 
better quality of life for these individuals. The balance available at June 30. 
2012 is $53,477. 

Note 14 - Discontinued Operations 

On September 16, 2011, the DOH approved the implementation of the closure 
plan for the CHHA. The closure plan called for the successful transfer of all 
CHHA patients to another third-party provider before Y AI can relinquish its 
operating certificate. In February 2012, all patients have been transferred, 
and YAI has relinquished CHHA's operating certificate. 

Note 15 - Subsequent Events 

YAI has evaluated all events or transactions that occurred after June 30, 2012 
through the date of these financial statements, which is the date that the 
financial statements were available to be issued. On October 31, 2012, YAI 
voluntarily prepaid the remaining balances due, inclusive of interest, under the 
New York State and federal settlement agreements in the amount of 
$5,178,068 and $3,452,045, respectively (see Note 11 d). There were no 
other material subsequent events requiring disclosure. 
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A 
Actual 

YTD 
10/31/2013 

Revenues 

Tuition Revenue 9,206,514 

CS Revenue 5,632,733 

Grants and Other Revenue 1,422,018 

Total Revenues 16,261,264 

Expenses 

Personnel Service 

Salary 10,533,029 

Payroll Taxes & Fringe 2,633,753 

Contracted Service 742,523 

Total Personnel 13,909,305 

OTPS 

Supplies 261,075 

Audit & Legal 93,100 

Food 300,073 

Repairs And Maintenance 259,897 

Building Rent & Utilities 1,269,315 

Expensed Equipment 84,432 

Staff Travel & Development 145,749 

Household Supplies 174,110 

Telephone 38,847 

Insurance 107,525 

Office Expense 21,279 

Recruitment Fee 32,667 

Bank Charges And Other Fees 42,643 

Propeny & Equipment 647,723 

Interest - Working Capital & Other 295,364 

TotalOTPS 3,773,796 

Birch Family Services, Inc. 
Statement of Activities 
YTD As of October 31, 2014 

B C 0 
Actual Variance Budget 

YTD to PY Actual YTD 
10/31/2014 10/31/2014 10/31/2014 

8,913,791 (292,722) 9,963,143 

6,094,616 461,883 6,008,134 

1,017,585 (404,433) 1,397,000 

16,025,993 (235,272) 17,368,277 

10,748,178 (215,149) 11,187,640 

2,721,755 (88,002) 2,795,834 

833,029 (90,506) 365,670 

14,302,962 (393,657) 14,349,144 

196,705 64,370 246,844 

160,472 (67,372) 77,332 

307,128 (7,056) 312,370 

240,598 19,299 227,540 

1,306,893 (37,578) 1,331.218 

80,895 3,537 83,092 

162,938 (17,189) 148,358 

159,572 14,538 171,494 

42,i51 (3,304) 76,756 

125,219 (17,694) 119,512 

17,987 3,292 22,646 

52,301 (19,635) 30,760 

26,748 15,894 28,394 

755,992 ( 108,269) 703,948 

574,395 (279,031 ) 393,432 

4,209,994 (436,198) 3,973,696 

E F 
Variance Variance% 
to Budget to Budget 
10/31/2014 10/31/2014 

(1,049,352) (12)% 

86,482 1% 

(379,415) (37)% 

(1,342,285) (8)% 

439,462 4% 

74,079 3% 

(467,359) (56)% 

46,182 0% 

50,139 25% 

(83,140) (52)% 

5,242 2% 

(13,058) (5)% 

24,325 2% 

2,197 3% 

(14,580) (9)% 

11,922 7% 

34,605 82% 

(5,707) (5)% 

4,659 26% 

(21,541) (41)% 

1,646 6% 

(52,044) (7)% 

(180,963) (32)% 

(236,298) (6)% 
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A 
Actual 

YTO 
10/31/2013 

Total Expenses 17,683,101 

NET SURPLUS/(DEFICIT) (1,421,836) 

Birch Family Services, Inc. 
Statement of Activities 
YTD As of October 31,2014 

B C 0 
Actual Variance Budget 

YTD to PY Actual YTO 
10/31/2014 10/31/2014 10/31/2014 

18,512,956 (829,855) 18,322,840 

(2,486,963) (1,065,127) (954,563) 

E F 
Variance Variance'!. 
to Budget to Budget 
10/31/2014 10/31/2014 

(190,116) (1)% 

(1,532,400) 62% 

C
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ASSETS 

Current Assets 

Cash and cash equivalents 

Operating Cash 

Petty Cash And Non-Operating Cash 

Total Cash and cash equivalents 

Restricted Cash 

Accounts receivable, net of allowance for doubtful 

Prepaid expenses & other assets 

Due from The Herbert G. Birch Services Fund, Inc. 

Total Current Assets 

Limited use assets 

Deferred bond, loan financing and other program costs 

Fixed assets - Net 

T atal assets 

LIABILITIES AND NET ASSETS 

Current liabilities 

Accounts payable, accrued expenses 

Due to OPWDD and Othet Government Agencies 

Current Short Term Loan Payable - LOC 

Total Current liabilities 

Long-tenn debt and capital leases 

Loans and mortgages payable 

Capital leases 

Bonds Payable 

Total Long-term debt and capital leases 

Total Liabilities 

Net assets 

Unrestricted Fund 

Birch Family Services, Inc. 
Statement of Financial Position 

October 31,2014 

Actual Actual Actual 

6/30/2014 7/31/2014 8/31/2014 

2,783,733 2,377.303 3,926,984 

234,345 220,939 215,055 

3,018,079 2,598,242 4,142,038 

280,830 292,092 301,070 

4,950,141 7,836,568 4,272,872 

559,736 696,786 525,216 

(51,141) (73,141) (84,867) 

8,859,925 11,496,830 9,326,064 

701,193 647,929 618,519 

381,370 381,370 372,845 

12,291,409 12,202,890 12,161,702 

22,233,898 24,729,019 22,479,129 

3,846,158 4,002,946 3,956,108 

(4,223,347) (4,295,826) (4,367,159) 

650,000 2,150,000 2,150,000 

8,719,505 10,448,772 10,473,267 

6,360,175 6,426,518 6,367,969 

148,990 141,795 134,114 

3,665,368 3,587,035 3,515,969 

10,174,533 10,155,348 10,018,052 

18,894,038 20,604,120 20,491319 

3.339,860 4,124,899 L987,810 

Actual Actual 

9/30/2014 10/31/2014 

3,315,941 2,134,042 

178,109 199,291 

3,494,050 2,333,334 

307,873 318,589 

4,890,443 4,483,935 

406,327 377,762 

(25,167) (47,262) 

9,123,860 7,560,882 

621,668 624,817 

372,845 364,319 

12,068,729 11,963,221 

22,187,101 20,513,237 

4,025,249 4,870,452 

(5,896,718) (3,632,248) 

1,350,000 1,350,000 

11,271,967 9,852,700 

6,309,365 6,250,707 

127,331 120,365 

3,477,635 3,436,569 

9,914,332 9,807,641 

21,186,299 19,660,341 

LOOO,803 852,897 
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Net assets- unrestricted 

Total liabilities and net assets 

Birch Family Services, Inc. 

Statement of Financial Position 
October 31,2014 

Actual Actual Actual 

6/30/2014 7/31/2014 8/31/2014 

3,339,860 4,124,899 1,987,810 

22,233,898 22,479,129 

Actual Actual 

9/30/2014 10/31/2014 

1,000,803 852,897 

22,187,101 20,513,237 

C
-I-4



APPENDIX C-II 

COMMUNITY RESOURCE CENTER FOR THE DEVELOPMENTALLY 
DISABLED, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 



(THIS PAGE INTENTIONALLY LEFT BLANK)



12/12/2014 10:36am Community Resource Ctr_DD. Inc 
Statement of Financial Position 

As of Date: 10/31/2014 
Rounding: Dollars 

Assets 
Current Assets: 

Cash & Cash Equivalents 
Accounts Receivable 
Prepaid Expenses 

Total Current Assets: 

Fixed Assets: 
Property & Equipment Less Accumulated Depre 

Current Year 

2,352,744 
1,172,823 

131,366 

3,656,933 

2,010,564 
Total Fixed Assets: -------,....,-.,..,,-2,010,564 

Other Assets: 
Refinancing Costs Less Accumulated 
Due From Related Party 
Security Deposits 

Total Other Assets: 

Total Assets 

Liabilities & Net Assets 
Liabilities 

Current Liabilities: 
Accounts Payable 
Accrued Expenses 
Current Portions of Long-Term Debt: 

Total Current Liabilities: 

Long Term Liabilities 
Long-Term Debt Less Current Portion 
5th FI. Security Deposit 
Non-Current Rent Payable 

Total Long Term Liabilities 

Total Liabilities 

Net Assets 
Unrestricted Net Assets 

Total Net Assets 

Total Liabilities & Net Assets 

229,476 
24,396 
37,377 

291,248 

5,958,746 

569,528 
914,880 
192,097 

1,676,506 

3,228,788 
0 

86,385 

3,315,174 

4,991,679 

967,066 
967,066 

5,958,746 

Page 1 of 1 

Prior Year 

3,953,413 
1,301,986 

300,662 

5,556,061 

2,154,971 

2,154,971 

240,254 
33,086 
17,174 

290,513 

8,001,545 

764,223 
923,701 
189,564 

1,877,488 

3,845,893 
2,118 

77,376 

3,925,387 

5,802,874 

2,198,670 

2,198,670 

8,001,545 
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12/12/2014 10:32am 

Revenue 
Medicaid 
Other Income 

Individuals Particcipation 

Total Revenue 

Expenses 
Functional Expenses 

Community Resource Ctr_DD. Inc 

Statement of Activities 

As of Date: 10/31/2014 

Unrestricted Filter: Consolidated P&L Statement 

Temporarily Restricted Filter: Unrestricted 

Permanently Restricted Filter: Unrestricted 

Rounding: Dollars 

Unrestricted Total 

4,986,957 4,986,957 

13,282 13,282 

126,316 126,316 
--------~~~~ 

5,126,556 5,126,556 

5,091,900 5,091,900 

Depreciation & Amortization Expense 

Interest Expense 

67,018 67,018 

57,095 57,095 

Total Expenses 

Change in Net Assets 

Net Assets at Beginning of Period 

Net Adjustments to Net Assets 

Net Assets at End of Period 

--------~~~~ 

5,216,012 5,216,012 

(89,457) (89,457) 

1,285,567 1,285,567 

________ ~(2~2~9~,0~43~) ________ ~(2~2~9~,0_43~) 

==~~~~=96=7=,0~6=6 ~~======9=6=7=,0=6=6 

Page 1 of 1 
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APPENDIX C-III 

EDEN II SCHOOL FOR AUTISTIC CHILDREN, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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Eden II School For Autistic Children, Inc. 
Statement of Financial Position 

ASSETS 
Current Assets 

Cash and cash equivalents 
Program services receivable 
Grants, contracts, and pledges receivable 
Prepaid expense and other assets 

Total current assets 

Debt service reserve fund 

Deferred debt issuance costs, net of accumulated amortization 

Property and equipment, net 

Total assets 

LIABILITIES AND UNRESTRICTED NET ASSETS 
Current Liabilities 

Accounts payable and accrued expenses 
Accrued compensation 
Due to state and local agencies 
Due to related party 

I Line of credit - bank 
Line of credit - FMP 
Due to DASNY, current portion 
Bonds payable, current portion 
Long-term debt, current portion 

Total current liabilities 

Long-term liabilities: 
I nterest rate swap agreement 
Due to related party 
Due to DASNY, less current portion 
Bonds payable, less current portion 
Long-term debt, less current portion 
Other long-term liabilities 

Total Liabilities 

Commitments and Contingencies 

unrestricted Net Assets 
Temporarily Restricted Assets 

Total Net Assets 

Total Liabilities and Net Assets 

Financial Statements 2014-10-31 
BS 

$ 

$ 

October 31, 2014 

673,852 
2,820,348 
3,951,445 

241,445 

7,687,090 

1,283,598 

960,720 

16,939,158 

26,870,565 

523,496 
2,592,701 

193,895 
25,000 

1,000,000 
1,000,000 

14,400 
520,000 
110,151 

5,979,643 

147,442 
2,180,559 

21,700 
4,526,667 
6,293,453 

5,000 

19,154,463 

7,240,986 
475,116 

7,716,102 

26,870,565 

June 30, 2014 

743,618 
6,184,205 

640,859 
299,420 

7,868,102 

1,288,981 

980,261 

16,140,493 

26,277,837 

1,896,907 
1,827,804 

222,833 
25,000 

33,000 
520,000 
110,151 

4,635,695 

147,442 
3,227,743 

19,300 
7,905,000 
2,379,127 

0 

18,314,307 

7,488,414 
475,116 

7,963,530 

26,277,837 

12/28/2014 
Page 1 
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Eden II School For Autistic Children Inc. 
Statement of Activities 

Four months ending October 31,2014 

Revenue 
Program and public support services revenue, net 
Grants and contract services 
I nterest income 
Contributions 
Other Revenue 

Total Unrestricted Revenue 

Expenses 
Educational services 
Family support 
Day Hab Services 
Com Hab Services 
Residential services 
Outreach 
Management and aeneral 

Total Expenses 

Change in unrestricted net assets before other changes 

Other Changes in Unrestricted Net Assets: 
Unrealized gain/(Loss) on investments 

Changes in Temporarily Restricted Net Assets: 
Net assets released from restriction 

Change in net assets 

Net Assets as of June 30, 2014 

Fiscal ~ear to date Net Assets as of 

Financial Statements 2014-10-31 
P&L 

October 31,2014 

Actual Budget 

7,725,876 7,992,728 
782,539 758,858 

11 
9,581 

213,433 110.184 

8,731,440 8,861,770 

2,985,051 3,148,050 
268,090 373,497 

1,149,203 1,328,362 
245,011 322,170 

2,477,508 2,513,166 
602,338 654,343 

1,246,277 1,257,940 

8,973,478 9,597,529 

(242,038) (735,759) 

(5,391) 

(247,429) ~735,759~ 

7,963,531 

7,716,102 

Variance 

(266,853) 
23,682 

11 
9,581 

103,249 

{130,330} 

162,999 
105,407 
179,160 
77,159 
35,658 
52,005 
11,663 

624,051 

493,721 

(5,391) 

488,330 

12/28/2014 
Page 2 
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Eden II School For Autistic Children, Inc. 

Statement of Activities 

Four months ending October 31, 2014 

Changes in Unrestricted Net Assets 
Revenue: 

Program revenues 

Miscellaneous Income 
Total Operating Revenue 

Expenses 
Payroll 
Benefits 
Non·payroll 

Interest 
Bad Debts 

Total Operating Expenses 

Revenue over(under) expenses 

Non-Operating Revenue (Expense) 

Restricted contributions 
Depreciation 
Unrealized loss on Investments 

Total Non-Operating Items 

Change in Net Assets: 

Gross Profit percentage 

Contribution wlMmin Allocation 

Financial Statements 2014-10-31 
PL by Program 

School 

3,120,546 
8,155 

3,128,701 

2,098,386 
537,068 
291,656 

27,719 

2,954,830 

173,871 

(30,222) 

(2,018) 
(32,240) 

141,631 

8.6% 

(243,000) 

Family 
Services DayHab Com Hab 

425,024 1,346,761 318,516 
(0) (4) (0) 

425,023 1,346,757 318,516 

205,409 728,172 184,121 
40,193 177,706 45,779 
19,493 168,265 9,231 
1,574 19,241 3,292 

266,670 1,093,383 242,423 

158,353 253,373 76,093 

(1,421) (55,819) (2,588) 
(115) 574 (240) 

(1,535) (55,246) (2,828) 

156,818 198,128 73,266 

29.8% 14.0% 26.3% 

104,567 32,562 34,109 

Admini· 
Residential Outreach stration 

2,645,141 615,594 61,290 
53,451 5 46,912 

2,698,593 615,599 108,202 

1,533,851 441,105 737,140 
368,292 101,824 176,859 
413,224 53,298 257,811 

31,465 15,124 

4,973 30,000 
2,346,832 601,200 1,216,933 

351,760 14,399 (1,108,731 ) 

90,050 
(130,676) (1,138) (29,344) 

(2.579) (1.014) 

(133,255) (1,138) 59,693 

218,506 13,261 (1,049,038) 

6.0% -3.5% -359.7% 

(113,249) (62,419) 

Actual Budget 

8,532,872 8,751,586 

108,519 110,184 
8,641,390 8,861,770 

5,928,184 6,333,804 
1,447,722 1,585,987 
1,212,978 1,337,490 

98,415 115,818 
34,973 6,317 

8,722,271 9,379,416 

(80,881) (517,646) 

90,050 
(251,207) (218,113) 

(5,391) 

(166,548) (218,113) 

(247,429) (735,759) 

-2.9% -8.3% 

Positive 
(Negative) 
Variance 

(218,714) 
(1,665) 

(220,380) 

405,620 
138,265 

-124,512 

17,404 
(28,656) 
657,144 

436,765 

90,050 
(33,094) 
(5,391) 

51,565 

488,330 

12128/2014 
Page 3 
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Eden II School For Autistic Children, Inc. 
Statement of Functional Expenses 

Four months endlnB October 31,2014 

Salaries and wages 
Fringe benefits 
Repairs and maintenance 
Rent 
Interest 
Consumable supplies 
Insurance 
Utilities 
Food 
Participants Incidentals 
Professional fees 
Consultants and contractual services 
Travel 
Equipment 
Telephone and communication 
Leased vehicles 
Payroll Processing 
Leased equipment 
Staff training and development 
Advertising 
Dues and subscriptions 
Miscellaneous 
Bad debts e~enses 

Operating Subtotal 
Deereciation and amortization 

Total Functional Expenses 

Financial Statements 2014-10-31 
functional 

Educational 

2,098,386 
537,068 
49,722 

129,339 
27,719 
37,295 
8,935 

28,215 
52 

531 
3,797 
1,015 
3,230 
5,962 

10,970 
1,804 

6,442 
2,833 

118 
1,396 

2,954,830 
30.222 

2,985,051 

Program Services 
Family 
Sueeort Da~ Hab Com Hab Residential 

205,409 728,172 184,121 1,533,851 
40,193 177,706 45,779 368,292 

4,284 51,558 2,426 62,472 
13,925 

1,574 19,241 3,292 68,004 
5,852 19,979 1,248 37,477 

804 11,671 235 17,794 
562 12,009 1,177 25,183 
622 459 81,774 

8,879 49,369 
247 3,128 332 5,079 

8,480 
6.338 5,742 806 1,375 

6,417 58 2,628 
216 4,200 1,305 10,134 

24,316 17,082 

338 4,608 1,058 13,069 
155 1,024 586 2,915 

100 49 
(27) 300 41,854 

266,670 1,093,383 242,423 2,346,832 
1.421 55.819 2.588 130,676 

268,090 1,10$9.203 245,Q1L 2,477,508 

Total 
Program 

Outreach Services 

441,105 5,191,044 
101,824 1,270,863 

5,015 175,477 
25,623 168,887 

119,830 
6,277 108,130 

64 39,503 
570 67,714 

82,908 
1,268 60,048 
1,015 13,598 

9,495 
2,981 20,473 
(450) 14,616 

2,572 29,396 
43,202 

1,379 26,895 
1,589 9,102 
4,310 4,310 

781 1,048 
303 43,826 

4,973 4,973 
601,200 7,505,338 

1,138 221.863 

602,338 7.727.201 

Management 
and 

General 

737,140 
176,859 
22,002 

6,051 
15,124 
17,812 
53,940 
7,895 

36,142 
33,523 
3,377 
1,866 
5,523 

27,153 
3,604 

14,631 
3,845 
7,000 

13,447 
30,000 

1,216,933 
29.344 

1.246,277 

Total 

5,928,184 
1,447,722 

197,480 
174,938 
134,953 
125,942 
93,443 
75,610 
82,908 
60,048 
49,740 
43,018 
23,850 
16,482 
34,920 
43,202 
27,153 
30,498 
23,732 
8,155 
8,048 

57,274 
34,973 

8,722,271 
251,207 

8,973.478 

12/2812014 
Page 4 
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Eden II School For Autistic Children, Inc. 
Budget Variance Summary 

Four months ending October 31,2014 

Operating 
Revenue 

Actual 

Educational services 3,128,701 
Family Services 425,023 
DayHab 1,346,757 
ComHab 318,516 
Residential services 2,698,593 
Outreach 615,599 
Administration 108,202 

8,641,390 

Revenue 
Actual 

Staten Island 6,348,663 
Long Island 2,184,525 
Administration 108,202 

8,641,390 

Financial Statements 2014-10-31 
Valiance 

Operating 
Revenue 
Budget 

3,170,482 
403,660 

1,473,618 
408,298 

2,706,279 
622,155 

77,279 
8,861,770 

Revenue 
Budget 

6,602,322 
2,182,169 

77,279 
8c861,1I.0 

Operating 
Revenue 
Variance 

(41,781) 
21,364 

(126,861) 
(89,782) 

(7,686) 
(6,558) 
30,923 

(220,380) 

Revenue 
Variance 

(253,859) 
2,357 

30,923 
-.L22.0,~ 

Personnel Personnel 
Personnel Non- Non-

Costs Personnel Personnel Costs Actual Costs Budget Variance Actual Budget 

2,635,455 2,789,857 154,403 319,375 345,040 
245,603 339,144 93,541 21,067 33,649 
905,878 1,082,102 176,224 187,606 194,820 
229,900 306,987 77,087 12,523 13,678 

1,902,143 1,926,767 24,624 444,689 475,871 
542,930 552,066 9,136 58,270 99,812 
913,998 922,866 8,869 302,935 296,954 

7,375,906 7,919,791 543,885 1,348,385 1,459,625 

Personnel Non- Non-
Personnel Personnel Costs Personnel Personnel 
Costs Actual Costs Budget Variance Actual Budget 

4,591,418 5,118,588 527,170 759,953 852,784 
1,870,490 1,678,335 7,845 289,309 309,887 

913,998 922,868 8,869 291.103 296,954 
7,375,906 7,919,791 543,885 1.348.3$5 1.459.625 

Cash Casn 
Non-

Operating Operating 
Personnel Income 
Variance 

Income 
(Loss) (Loss) Actual 
Budlle! 

25,685 173,871 35,584 
12,582 158,353 30,867 

7,315 253,373 196,696 
1,155 76,093 87,633 

30,982 351,760 303,841 
41,542 14,399 (29,723) 
(5,981) (1,108,731) (1,142,542) 

113,260 (60,881) (517,846) 

Cash 
Cash Operating 

Non- Operating Income 
Personnel Income (Loss) 
Variance (Loss) Actual Budget 

92,832 997,293 630,950 
20,578 24,726 (6,054) 

(150) (1,102,900) (1,142,542) 
113.260 (80,681) (517,646) 

Cash 
Operating 
Income 
(Loss) 

Variance 

138,287 
127,487 
56,678 

(11,540) 
47,920 
44,122 
33,811 

436,765 

Cash 
Operating 
Income 
(Loss) 
Variance 

366,343 
30,780 
39,843 

436,785 

GAAP Net GAAPNet 
Income Income 

(Loss) Actual (Loss) 
Budget 

141,631 22,432 
158,818 30,162 
196,128 145,255 

73,266 86,128 
218,506 193,113 

13,261 (32,168) 
(1,049,038) (1.180.661) 

(247,429) (735.7591 

GAAPNet 
GAAPNet Income 

Income (Loss) 
(Loss) Actual Budget 

821,735 494,183 
(25,957) (49,281) 

(1.043,207) ~1.1S0.661i 
(247.429) (735,759) 

GAAPNet 
Income 
(Loss) 

Variance 

119,200 
126,658 

52,872 
(12,863) 
25,393 
45,449 

131,623 
488.330 

GAAPNet 
Income 
(Loss) 
Variance 

327,552 
23,324 

137,454 
488,330j 

1212812014 
Page 5 
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APPENDIX C-IV 

HASC CENTER, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

October 31,2014 

Current Assets 

Cash and Cash Equivalents 
Cash-JP Morgan Annuity 
Investments 

ASSETS 

Accounts Receivable (Less $4,000 Allowance) 
Medicaid and Grants Receivable 
Prepaid Expenses 
Prepaid Interest 

Total Current Assets 

Fixed Assets 

Land 
Building 
Leasehold Improvements 
Machinery & Equipment 
FUrniture & Fixtures 
Accumulated Depreciation 

Total Fixed Assets 

Other Assets 

Due From Blanche Kahn Family Health Center 
Reserve Funds 
Security Deposits 
Retirement Trust Fund 
Bond Closing Costs ( Net of 
Amortization of $440,845) 

Total Other Assets 

TOTAL ASSETS 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

October 31,2014 

5,229,149 
1,183,597 
9,572,991 

826,929 
9,799,957 

316,738 
25,897 

26,955,258 

2,481,500 
16,449,856 

2,93.3,603 
1,195,091 

516,110 
-9,009,941 

14,566,219 

1,182,204 
924,857 

89,176 
913,736 
666,056 

3,776,029 

45,297,506 

C-IV-1



· HASC CENTER, INC. 
STATEMENT OF FINANCIAL POSITION 

October 31,2014 

Current Liabilities 

Accounts Payable 
Accrued Wages & Taxes 
Accrued Expenses 
Loans & Leases Payable 
Advances from OMRDD 
Due to Employees~ HCA 
Mortgages Payable 

LIABILITIES AND NET ASSETS 

Total Current Liabilities 

Other liabilities 

Loans Payable 
Advances From OMRDD 
Mortgages Payable 
Retirement Fund Payable 

Total Other Liabilities 

TOTAL LIABILITIES 

Net Assets 

Unrestricted Net Assets 
Board Designated Net Assets 

Total Net Assets 

TOTAL LIABILITIES AND NET ASSETS 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

October 31, 2014 

616,948 
1,181,677 

73,738 
519,433 
58,970 

415,523 
1,515,603 

4,381,892 

10,052 
250,218 

7,609,847 
913,736 

8,783,853 

13,165,745 

31,516,169 
615,592 

32,131,761 

45,297,506 
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HASC CENTER, INC. 

STATEMENT OF ACTIVITIES 

FOR THE SEVEN MONTHS ENDED OCTOBER 31,2013 

October 31,2014 

REVENUE 

Workshop Sales $ 34,963 

Government Contracts 12,000 

Program Services Fees 12,181,804 

Management Income 6,666 

Other Income 30,794 

Interest Income 50,401 

TOTAL REVENUE $ 12,316,628 

EXPENSES 

Program Services $ 11,240,568 

General & Administrative 891,945 

TOTAL EXPENSES $ 12,132,513 

Net Surplus $ 184,115 

Net Assets- Beginning 31,947,646 

NET ASSETS - ENDING $ 32,131,761 

C-IV-3
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APPENDIX C-V 

LIFESPIRE, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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LlFESPIRE, INC. 
STATEMENT OF FINANCIAL POSITION 

October 31, 2014 
(Unaudited) 

Assets 
Cash and cash equivalents 
Cash and cash equivalents designated for recoupments payable 
Cash and cash equivalents designated for self funded insurance 
Cash and cash equivalents designated for health reimbursement accounts 
Cash and cash equivalents restricted to debt service escrow 
Cash and cash equivalents restricted - other 
Investments 
Debt Service Reserve Fund due from New York State 
Accounts Receivable - Net 
Accrued Income Receivables 
Due From Related Parties 
Security Deposits and Prepaid Expenses 
Property and Equipment 
Deferred Charges - Bond Issue Costs-Net 

Total Assets 

Liabilities and Net Assets 
Liabilities 
Accounts Payable and Accrued Expenses 
Accrued Payroll 
Accrued Compensated Absences 
Recoupments Payable and Deferred Income 
Mortgages Payable - DASNY 
Bonds Payable - DASNY 
Bonds Payable IDA 
Lines of Credit 
Deferred Rent 
Self Funded Insurance Liability 
Pension Liability 
Postretirement Health Insurance Liability 

Total Liabilities 

Net Assets: 
Unrestricted: 

Residential Reserve for Replacement 
Property and Equipment 
Board Designated - Program Expansion 
Board Designated - Anticipated Pension Contributions 
Board Designated - Self Funded Insurance 

Total Net Assets 

Total Liabilities and Net Assets 

9,402,983 
16,518,610 
5,396,908 
1,968,709 
4,540,169 
1,048,351 
3,958,005 

318,841 
92,141 

22,277,139 
910,436 
646,976 

17,895,828 
4,206,898 

89,181,994 

4,187,973 
4,724,939 
3,649,412 

16,518,609 
1,701,125 
9,265,000 
5,340,000 

547,383 
3,013,328 
2,310,997 
5,565,386 
6,787,122 

63,611,274 

11,869,146 
929,971 

5,006,900 
1,077,795 
1,290,000 
5,396,908 

25,570,720 

89,181,994 

C-V-1



LlFESPIRE, INC. 
STATEMENT OF ACTIVITIES 
PERIOD ENDED 10/31/2014 

(Unaudited) 

Support and Revenue - Program Operations: 

Program Service Fees 
Participant's Share of Room and Board 

Subcontract - Net 
MCFAA and DASNY Bond Fees 

Subtotal Support and Revenue - Program Operations 

Expenses: 
Program Services 
Management and Administration 

Total Expenses 
Change in unrestricted net assets before other revenue and 

prior year revenue 

Other Revenue 
Investment Return 
Contributions and Fund Raising 

Miscellaneous 
Total other revenue 

Changes in unrestricted net assets before prior period revenue 

Prior Period Revenue 
Increase in unrestricted net assets 

Net Assets, Beginning of the Period 

Net Assets, End of the Period 

32,407,699 
627,712 
154,282 
203,182 

33,392,875 

30,320,169 
2,189,698 

32,509,867 

883,008 

7,142 
1,873 

46,754 
55,769 

938,777 

938,777 

24,631,943 

25,570,720 
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APPENDIX C-VI 

QSAC, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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QSAC 

Un-Audited Financial Statements 
For the Period: July 1, 2014 - October 31,2014 

"''''''DRAFT - UNAUDITED'*"'* 
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Assets 

Cash and cash equivalents 

Certificate of deposit 

Program services receivable, net 

Prepaid expenses and other assets 

Debt service reserve funds 

Deferred debt issuance costs 

Property and equipment 

Total Assets 

Liabilities & Net Assets 

Liabilities 

QSAC,INC. 

Balance Sheet 

As of Date: 10/31/14 

Accounts payable and accrued expenses 

Accrued compensation 

Due to governmental agencies 

Loans payable 

Bonds payable 

Deferred rent payable 

Total liabilities 

Net Assets 

Fund Balance 

Total Net Assets 

Total liabilities & Net Assets 

$ 3,563,293 
1,707,294 
5,699,653 
3,956,077 

123,000 
197,195 

9,785,492 

$ 25,032,004 

$ 1,438,313 
6,892,233 
1,568,419 
8,001,707 

587,948 
1,518,586 

20,007,206 

5,024,798 

5,024,798 

$ 25,032,004 

C-VI-3



QSAC, INC. 

Statement of revenue and expense 

Report Period: 7/01/14 -10/31/14 

Revenue 
Program service fees 

Government grants and contracts 

Contributions 

Other revenue 

Special events 

Total Revenue 

Expenses 
Salaries 

Fringe benefits 

Grants and other assistance to individuals 

Consultant fees 

Audit and accounting fees 

legal fees 

Fingerprinting 

Medical supplies 

Occupancy 

Office expense 

Travel 

Conferences, conventionsand meetings 

Catering, rental and food 

Insurance 

Information technology 

Lobbying services 

Advertising dues and subscriptions 

Consumer-related expenses 

Interest 

Miscellaneous expense 

Depreciation expense 

Total Expenses 

Excess or (Deficiency) of Revenue Over Expenses 

$ 17,025,777 
749,542 

35,243 
269,592 
144,380 

18,224,534 

10,842,725 

3,037,017 
153,243 

64,083 
36,370 

9,162 
10,783 
20,319 

1,380,230 
608,864 
332,025 

7,729 
10,022 

479,519 
157,665 

5,000 
43,788 

313,621 
106,269 

38,206 
168,787 

17,825,427 

$ 399,107 
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APPENDIX C-VII 

SERVICES FOR THE UNDERSERVED, INC. 

AND RELATED ORGANIZATIONS 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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12/19/2014 11:30am 

Assets 
Current Assets 

Cash and cash equivalents 
Accounts receivable, net of allowance 
Prepaid expenses and other assets 
Due from affiliates 
Deferred bond financing costs 
PATHWAYS ARREARS OTHER RECEIVABLE 

Total Current Assets 

Fixed Assets 
Bond escrow fund 
Debt service reserve 
Fixed assets, net of depreciation 

Total Fixed Assets 

Total Assets 

Liabilities & Net Assets 
Liabilities 

Current Liabilities 
Accounts payable and accrued expenses 
Accrued compensation and related taxes 
Due to affiliates 
Due to clients 
Other liabilities 
Deferred revenue 
Due to governmental agencies 
Workers' compensation assessment payable 

Total Current Liabilities 

Long Term Liabilities 
Lines of credit 
Mortgages and loans payable 
Bonds payable 

Total Long Term Liabilities 

Services for the UnderServed Inc. 
Balance Sheet 

As of Date: 10/31/2014 
Rounding: Dollars 

Current Year 

5,419,707 
15,349,453 
2,596,761 
1,937,310 

933,195 
1,800 

26,238,226 

273,341 
1,993,726 

35,628,523 

37,895,591 

64,133,816 

5,966,888 
3,817,890 
1,938,953 

178,141 
960,472 

5,762,924 
2,092,226 

678,837 
21,396,332 

3,573,675 
6,564,962 

11,086,377 
21,225,014 
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12/19/2014 11:30am 

Total Liabilities 

Net Assets 
Net Assets 

FUND BALANCE 
Total Net Assets 

Total Net Assets 

Total Liabilities & Net Assets 

Services for the UnderServed Inc. 
Balance Sheet 

As of Date: 10/31/2014 
Rounding: Dollars 

Current Year 

42,621,346 

21,512,470 
21,512,470 

21,512,470 

64,133,816 

Page 2 of2 
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12/19/2014 11:25am 

Revenue 

Medicaid Revenue 

Client Income/Food Stamp/Clothing 

Prior Year Revenue 

Management fee 

Rental Income 

Program Development Revenue 

Interest 

Other Income 

Temp Restr Contributions 

FEE FOR SERVICE 

CACFP Revenue 

Clinical Revenue 

Metrocard Clinic Revenue 

Total Revenue 

Expenses 

Personal Services 

Salaries & Wages 

Union Employees 

Temporary Labor 

Contract Professionals 

Total Personal Services 

Fringe Benefits 

Fringe Benefits 

Total Fringe Benefits 

Real Estate and Facilities 

Repairs & Maintenance 

Rent 

Utilities/Telephone 

Interest Expense 

Insurance - RE&F 

Equipment 

Computer Operations 

Other - RE&F 

Capital Reserve & Bond Payment 

Total Real Estate and Facilities 

Program Services 

Food 

Rec/Group Act/Special needs 

Household/Office Supplies 

Transportation 

Client Services Subcontractor 

Total Program Services 

OTPS 

Professional Fees 

Training/Travel/Recruitment/Meetings 

Insurance - OTPS 

Bad Debt 

Other - OTPS 

TotalOTPS 

Facility Tax and Sheltered Wkshp 

Agency Administration 

Depreciation and Amortization 

Prop/Equip/Comp Ops/Leasehold - Capital 

Services for the UnderServed Inc. 

Revenue and Expense Analysis Report 

Current Period: 7/1/2014 - 10/31/2014 

Year-ta-Date: 7/1/2014 - 10/31/2014 

Budget Period: 7/1/2014 - 6/30/2015 

Rounding: Dollars 

Current Period 
Actual 

14,474,481 

2,603,014 

61,244 

33,166 

° 150,168 

6,531 

15,113,811 

100,000 

691,692 

6,793 

272,465 

12,075 

33,525,440 

10,269,244 

4,201,920 

2,094,556 

68,359 

16,634,078 

3,669,454 

3,669,454 

734,954 

4,028,167 

1,160,015 

321,934 

82,505 

526,345 

657,699 

73,041 

3,421 

7,588,082 

468,356 

67,049 

1,027,148 

824,153 

265,434 

2,652,141 

762,147 

312,081 

126,101 

° 606,763 

1,807,092 

52,199 

° 940,863 

(10,975) 
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12/19/2014 11:25am 

QUALITY CONTROL 

Total Expenses 

Excess or (Deficiency) of 
Revenue Over Expenses 

Services for the UnderServed Inc. 

Revenue and Expense Analysis Report 

Current Period: 7/1/2014 - 10/31/2014 

Year-to-Date: 7/1/2014 - 10/31/2014 

Budget Period: 7/1/2014 - 6/30/2015 

Rounding: Dollars 

Current Period 
Actual 

8,269 

33,341,204 

184,236 

Page 2 of 2 
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APPENDIX C-VIII 

WILDWOOD PROGRAMS, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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CFO Year to Date Report October 2014 

Wildwood Programs Current Operations. I also adjusted for the donations from the Foundation. I 
have also adjusted for retroactive rate adjustments which are booked in the current year but for a 
prior period year. This gives us a good idea of how our actual operations are doing in the current 
year. I have adjusted for the BTOP depreciation which we experience this year but the income which 
paid for the equipment was booked in previous years. 

Wildwood Programs Actual Budget Variance % Variance 

Total Income 11,283,516 11,431,683 (148,168) -1.30% 

Adjust for Foundation 92,851 8,164 

Adjust for Retro Funds 59,11 0 59,110 

Net Inc. Current Operations 11,131,554 11,423,519 (207,278) -1.81 % 

Salary 6,074,448 6,353,606 (279,158) -4.39% 

Frin~e. 2,333,373 2,575,758 (242,385) -9.41 % 

Depreciation 447,735 460,864 (13,129) -2.85% 

Occupancy 807,416 772,302 35,115 4.55% 

Office Expenses 80,004 75,218 4,786 6.36% 

Purchase Service 92,565 90,105 2,460 2.73% 

Travel & Training 616,724 745,532 (128,808) -17.28% 

Operating Expense 515,464 530,084 ( 14,620) -2.76% 

Insurance 62,300 65,349 (3,049) -4.67% 

Total Expenses 11,030,028 11,668,818 -638,790 -5.47% 

Adjust for BTOP Depreciation (37,183) (35,994) (1,189) 

Adjusted Expenses 10,992,844 11,632,824 -639,980 -5.50% 

NetIncome 253,488 (237,135) 

Adj. Net Income (Deficit) 138,710 (209,305) 348,014 

current operations after adiustments 

Income and Expenses: Our income is down 1.81 % for the first four months our expenses are down 
5.5%. We have received a revised tuition rate for 2014-15 which was approximately 3%. We will be 
planning on how to utilize these funds in the next month. School was down students but also has 
been down staff. We still have delays in hiring staff which delays our fringe benefit expenses. Our 
adjusted net income is just $139,000 compared to a budgeted net income of ($209,000). 

Programs Income & Expense History: We had a positive month. The revised tuition rate added over 
a $100,000 of increased revenue. We are ahead of where we were at this time last year. 

Oct. 2014 Oct. 2013 Oct. 2012 Oct. 2011 Oct. 2010 Oct. 2009 Oct. 2008 

Adj.lncome 1U31,554 10,640,068 10,507,630 10,096,000 10,177,935 9,666,611 9,312,114 

Adj.J!{Cptmse 10,992,844 10,543,347 10,756,901 10,323,587 10,096,981 9,923,596 9,581,546 

Net IncQme 138,710 96,721 (249,271) (227,587) 80,954 (256,985) (269,432) 
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Balance Sheet Ratios: 
10/31/2014 10/31/2013 10/31/2012 10/31/2011 10/31/2010 10/31/09 

Liquidity Ratio 3.59 3.69 3.75 3.62 3.04 2.16 

Net Working Capital 10,690,591 10,210,445 9,657,355 9,147,456 7,149,364 5,247,344 

Solvency Ratio 49.67% 50.51% 52.36% 53.85% 59.91% 61.84% 

Receivable Collection 52 48 45 47 57 49 

Days Cash 89 89 82 78 51 52 

Fund Balance 14,012,277 13,774,056 13,448,457 13,378,816 11,101,313 10,685,439 

The balance sheet contains both Programs and the Foundation. Our liquidity rate is 2.12 for 
Programs and when you add the Foundation, it increases to 3.59 which is slightly less than last year. 
Our solvency ratio (49.67%) is under the 50% target. A solvency rate of under 50% means that you 
have twice as many long term assets as you do long term liabilities. This is the recommended target 
by many financing institutions and it is slightly better than last year at 50.51 %. If we look at 
programs alone we have 28 days cash compared to 25 days cash last year. This has been improving 
as we go through the year. Our accounts receivable 52 days compared to 55 last month and 48 days 
last year. This represents almost $500,000. However, I have been able to move money around from 
our various accounts and not had to borrow on our operating line of credit this year. OPWDD 
recommends that you have a minimum of 30 days cash. When you add in the Foundation cash it 
goes to 89 days compared to 89 days last year. We still have some state grants that we have not 
been paid for at this point. Cash flow has been improving where I have had to move less money 
from our designated reserves each month. 

Foundation Unrestricted Giving. 

Annual Giving: We are very close to where we were last year at the same time. 

Annual Giving Income Expense Net Budget % 13-14 12-13 11-12 
Unrestricted 53,584 84,195 (30,611) 165,000 (19%) (22,817) 15,945 (21,891) 

Temp Restricted 61,745 ° 61,745 42,511 9,252 52,625 

Conover Scholar -1,595 436 (2,031) ° 984 

Total Ann Giving 113,734 84,631 29,103 165,000 18% 20,678 25,197 30,734 

Special Events: The Walk for Wildwood did very well. We are well ahead of where we were a year 
ago. 

Special Events Income Expense Net Budget % 13-14 12-13 11-12 

Spring Gala 3,175 24,765 (21,590) 73,000 (30%) (5,763) (6,018) (7,854) 

WalkforWW 81,254 28,692 52,562 8,565 614% 4,374 6 (1,192) 

Total Spec Events 84,429 53,457 30,972 81,565 38% (1,389) (6,012) (9,046) 
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Restricted Giving: The endowment funds did not do well this summer. There was a lot of volatility 
in the stock market. Hopefully we will see better results at the end of December. 

Income Exp. Net Budget % 13-14 12-13 11-12 

Randi Joan Andersen 137 1,886 (1,749) 875 (199.89~ 1,300 1,041 (4,689) 

Spirit of Jeanne 1 0 1 1,225 0.08% 0 0 1 

Renee Beebe 1,283 70 1,213 1,525 79.54% 1,033 1,227 (1,859) 

Conover Pet Therapy 229 244 (15) 5,175 (0.29%) 4,333 4,554 (10,976) 

Ned Pitkin (35,164) 4,821 (39,985) 140,350 (28.49% 59,386 64,412 (240,303) 

General Endowment (12,394) 1,537 (13,931) 40,650 (34.27% 16,835 14,298 (41,001) 

Blackmore (1,930) 2,651 (4,581) 2,000 (229.0551< 2,105 5,234 (13,513) 

Hearst Endowment (3,461) 6,940 (10,401) 12,750 (81.58% 6,655 6,602 0 

Delmar Family Fund 0 0 0 0 0 0 0 

Amy Thompson 775 0 775 0 0 830 963 798 

Conover Farm Fund 221 201 20 5,700 0.35% 3,977 646 0 

Conover Scholar Endow (7,579) 1,918 (9,497) 57,500 (16.52% 21,464 24,055 0 

CRT 3,191 0 3,191 0 0.00% 6,968 7,393 1,306,151 

Total Restricted Funds (54,691) 20,268 (74,959) 267,750 (28.00% 124,886 130,425 994,609 

Other cost centers: It is still very early to make any comments. 

Income Exp. Net Budget % 13-14 12-13 ·11-12 

Capital Campaign 0 0 118 8,909 993 

Legislative Rep 5,050 -5,050 (20,000) (5,050) (5,050) (5,050) 
Rest .. Capital Donatio 1,997 0 1,997 0 

Cart. Gift Ann. 49,610 49,610 

Cash Flow: 

I have continued to borrow from our designated reserves in lieu of using our lines of credit. We 
continue to need around $500,000 at the end of the month which we then replenish once our income 
from Medicaid is received at the beginning of the month. In September, we were not able to 
replenish these funds but needed another $500,000 to end the month. We continue to borrow on our 
real estate line for the purchase and renovation of Helderberg Ave. We have submitted an application 
to get into a pool bond fund for the mortgage. We are anticipating a January closing. Cash flow 
continues to be variable each month depending upon our income and our spending. 

Rates: 

State Education: We have just received our prospective rate for 2014-15. Normally this rate is not 
received until in the Spring. The gross rate is going up approximately 3%. There was a 3.8% cost of 
living adjustment but it does not apply to our property costs. Unlike last year, the trend this year was 
not limited to direct care costs but was for the direct and indirect costs of 2012-13 minus the property 
costs. This rate will be effective retroactive to July I, 2014. I hope to get the billing out for this week 
for the retroactive portion of the year (July to October) and then bill November at the new rate. We 
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plan on increasing staff salaries retroactively to September 1st now that we know we have a trend 
factor and the cash should become available by December. 

OPWDD: We now know that there will be a 2% trend factor for Direct Care employees effective 
January 1,2015. There should be another 2% trend on April 1, 2015 for Direct Care and Clinical 
employees. Thus we will receive in this fiscal year approximately 1.5% on the Direct Care and 1/2 of 
1 % on clinical. There were no funds included for administration or support staff. We plan on 
implementing a 2% increase for non school staff in January. CMS has approved the rate 
rationalization process. They are now looking at a rate rationalization process for Pre-Vocational 
Services, Hourly Respite, Free Standing Respite, and Family Care. We will be affected by the Pre
Vocational Services rate and the Hourly Respite rates. These rates will be effective January 1, 2015. 
They have also cancelled our OPTS contracts. Our rates will drop down to the base rates for the rate 
rationalization process in January. They will provide some limited assistance funds (25% of the gap) 
for six months to help bridge the gap until the next round of rate rationalization next July. 

Major Concerns: We have good start to the year. We anticipate a reduction in our respite rate for 
our recreation and family support programs. We do not know yet what the impact will be of the new 
rate rationalization process on the pre-vocational program but the process is similar to the Day 
Habilitation process, which was cost neutral for us. 
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Wildwood Programs Balance Sheet Comparison 11/26/14 

1----.-----........ -------....--.-----------.. -.. --.--.-.·-io73i!i4--··----io!jiji4------·-"iO!3i/i4-·· .-.-.. "io73ijij------9}3ri/jX······l 
I A F d' 11 I IWW 11 IWW i ssets oun' ation Programs ota WW Tota ota ! 
I Operating Cash 114,898 1,677,115 1,792,013 1,539,168 1,307,949 

I Prope~ty & Plant Funds 476,104 476,104 546,669 476,079 
IRestricted Funds 354,812 773,748 1,128,560 1,757,689 966,500 
Res Bond Rest Funds, 03,10,11 115,615 115,615 126,892 116,503 
Latham 2006 Bond Rest Funds 317,624 317,624 335,945 317,624 
Investments Assets 267,169 15,333 282,502 239,560 282,502 

Endowment Funds 5,459,130 256,810 5,715,940 4,883,038 5,710,655 
Cur Due To/From Foundation -24,290 24,290 0 0 0 
,Cur Due from Cloud Services 16,977 16,977 16,977 
i AccountsReceivables 4,703,478 4,703,478 4,364,919 4,967,695 

I Prepaid Expenses 29,385 241,105 270,489 214,997 266,743 

! Total Current Assets 6,201,105 8,618,199 14,819,303 14,008,877 14,429,228 ! 
!Loans & Pledges Receivables 163,741 163,741 179,761 162,943 

iTotal Improved Land Value 2,682,064 2,682,064 2,645,543 2,682,064 
ITotal Building Value 22,516,024 22,516,024 22,296,974 22,478,474 

Total Equipment and Vehicle 6,813 3,697,781 3,704,594 3,523,015 3,704,594 

Accumulated Depree. & Amort. (1,398) -16,042,301 -16,043,699 -14,819,402 -15,928,597 

INet Fixed Assets 169,156 12,853,567 13,022,723 13,825,891 13,099,477i 
Total Assets .. 6,370,261 21,471,765 27,842,026 27,834,768 27,528,705. 

Liabilities 
Accounts Payable 0 2,223,451 2,223,451 1,313,364 1,566,888 
. Pension Payable 399,320 399,320 437,567 300,548 

IAccrued Expenses 5,678 979,780 985,458 1,503,724 1,570,591 

IDebt Service Res Fund Payable 163,333 163,333 158,363 126,250 

:2006 Latham Debt Servie Payable 0 0 18,257 0 
! Deferred Revenue 51,500 305,350 356,850 367,157 376,647 

Grant Deferred Revenue 301 301 0 301 

Line of Credit 0 0 0 
,Total Current Liabilities 57,178 4,071,534 4,128,712 3,798,432 3,941,226! 
Long Term Payable 280,000 280,000 161,568 280,000 

Total Vehicle Loans 495,327 495,327 342,542 512,867 

iResidential Bonds & Mortgages 1,380,335 1,380,335 1,576,079 1,395,664 

2006 Latham Bonds Payable 2,611,667 2,611,667 2,765,000 2,625,000 

12007 Curry Rd Bonds Payable 4,046,667 4,046,667 4,481,667 4,083,750 

12007 CR SWAP Liability 887,042 887,042 935,424 887,042 

iTotal Long Term Liabilities ° 9,701,037 9,701,037 10,262,280 9,784,324\ 
: Total Liabilities 57,178 13,772,571 13,829,749 14,060,712 13,725,549 ; 

!Fund Balance 6,313,083 7,699,194 14,012,277 13,774,056 13,803,156 i 
i Ratios 
ILiquidity Ratio Target> 2.0 2.12 3.59 3.69 3.66 

NetWorking Capital 6,143,927 4,546,664 10,690,591 10,210,445 10,488,003 

Solvency Ratio Target < 50% 0.90% 64.14% 49.67% 50.51% 49.86% 
Receivable Collect Target 45 days 53 52 48 55 

l12~S::ash_!~~~ > 60 days 28 89 89 82 
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Wildwood Programs Balance Sheet Comparison 11/26/14 

I Assets Total WW Total WW Total WW Total WW Total WW i 

IOperatinK Cash 1,792,013 1,539,168 1,333,305 2,773,131 527,189 

Property & Plant Funds 476,104 546,669 588,151 486,289 428,7521 

Restricted Funds 1,128,560 1,757,689 1,616,542 1,634,817 1,204,0281 , 

Res Bond Rest Funds, 03,10,11 115,615 126,892 145,626 157,936 137,858 1 

Latham 2006 Bond Rest Funds 317,624 335,945 333,253 306,217 302,173 1 

I Curry Rd 2007 Bond Rest Funds 0 0 0 0 oj 
I Investments Assets 282,502 239,560 203,781 165,317 164,7751 

iEndowment Funds 5,715,940 4,883,038 4,623,735 2,625,080 
l 

2,734,7341 

I Cur Due To/From Foundation 0 0 0 0 
01 

iCur Due from Goud Services 16,977 

I AccountsReceivables 4,703,478 4,364,919 4,100,189 4,240,588 4,941,8881 

I Prepaid Expenses 270,489 214,997 220,982 251,886 218,070i 

!Total Current Assets 14,819,303 14,008,877 13,165,565 12,641,260 10,659,467' 

I Loans & Pledges Receivables 163,741 179,761 376,433 722,401 1,401,5241 

Total Improved Land Value 2,682,064 2,645,543 2,661,694 2,654,619 2,620,027 1 

Total Building Value 22,516,024 22,296,974 22,263,202 22,104,311 21,637,174i 

I Total Equipment and Vehicle 3,704,594 3,523,015 3,651,549 3,490,452 2,828,144! 

I Accumulated Deprec. & Amort. -16,043,699 -14,819,402 -13,891,316 -12,623,877 -11,458,772! 

iNet Fixed Assets 13,022,723 13,825,891 15,061,563 16,347,907 17,028,097! 

! Total Assets 27,842,026 27,834,768 28,227,127 28,989,167 27,687,5641 

I Liabilities 
I 

Accounts Payable 2,223,451 1,313,364 1,117,680 1,453,479 1,369,612 

,PenSion Payable 399,320 437,567 430,203 430,971 393,764 

Accrued Expenses 985,458 1,503,724 1,411,587 1,242,860 1,103,704 

IDebt Service Res Fund Payable 163,333 158,363 233,333 0 0 

i2006 Latham Debt Servie Payable 0 18,257 0 0 0 

[Deferred Revenue 356,850 367,157 315,407 354,847 494,863 

/Grant Deferred Revenue 301 0 0 11,648 4,600 

iLine of Credit 0 0 0 0 0 

Total Current Liabilities 4,128,712 3,798,432 3,508,210 3,493,804 3,510,103 

Long Term Payable 280,000 161,568 0 30,805 382,777 

ITotalVehicle Loans 495,327 342,542 440,139 . 454,771 413,016 

Residential Bonds & Mortgages 1,380,335 1,576,079 1,771,304 1,961,064 1,568,928 

!2006 Latham Bonds Payable 2,611,667 2,765,000 2,911,667 3,053,333 3,190,000 

i2007 Curry Rd Bonds P~able 4,046,667 4,481,667 4,806,667 5,715,000 6,430,000 

12007 CR SWAP Liability 887,042 935,424 1,340,684 901,573 1,091,427 

ITotal Long Term Liabilities 9,701,037 10,262,280 11,270,460 12,116,547 13,076,148 

!Total Liabilities 13,829,749 14,060,712 14,778,670 15,610,351 16,586,251 

i Fund Balance 14,012,277 13,774,056 13,448,457 13,378,816 11,101,313 

I Ratios 
~ 

I Liquid!!JRatio TarKet > 2.0 3.59 3.69 3.75 3.62 3.04 

Net Working Capital 10,690,591 10,210,445 9,657,355 9,147,456 7,149,364 

Solvency Ratio Target < 50% 49.67% 50.51% 52.36% 53.85% 59.91% 

Receivable Collect Target 45 days 52 48 45 47 57 

!2~~~~~11 T'.lEKe!.?:._Ei.9._ day~ __ ._ ... 89 89 82 78 51 
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APPENDIX C-IX 

YOUNG ADULT INSTITUTE, INC. 

UNAUDITED FINANCIAL INFORMATION 

(AS OF OCTOBER 31, 2014) 
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Operating revenues 

Operating expenses 

Young Adult Institute, Inc. 

Statement of Activities - Unaudited 

Four Months Ended Ocotober 31, 2014 

Change in unrestricted net assets from operations 

Nonoperating revenues 

Change in unrestricted net assets 

Net assets - begiIllling of year 

Net assets - end of year (Exhibit A) 

$ 56,639,780 

53,162,628 

3,477,152 

.. 531,~J4 

4,008,966 

21.735,090 
,. _ ..... · ••• _.,.~ •••• N«."'. 

$ ?~ .. ?1_4 ~O 5 6. 
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Current assets 

Cash and cash equivalents 

Investments 
Medicaid 
New York State 

New York City 

Client fees 
Private Pay 
Medicare 

Young Adult Institute, Inc. 

Balance Sheet - Unaudited 

October 3 1, 2014 

ASSETS 

Prepaid expenses and other receivables 

Total current assets 

Bond issuance costs net 

Fixed assets - net 

Assets limited as to use 

Deferred charges 

Other assets 

Total assets 

Current liabilities 

LIABILITIES AND NET ASSETS 

Accounts payable and accrued expenses 

Due to New York State 

Notes and mortgages payable 

Capital lease obligations 

Other current liabilities 
Total current liabilities 

Due to New York State 

Notes and mortgages payable 

Capital lease obligations 

Other non current liabilities 

Total liabil ities 

Net Assets (Exhibit B) 

U nrestri cted 

Temporarily restricted 

Total Net Assets 

Total liabilities and net assets 

$ 10,060,765 
18,329,693 
15,864,697 
2,404,914 

254,668 
207,072 
390,484 
297,846 

4,031,254 
51,841,393 

1,898,371 
34,014,035 

4,366,769 
4,511,023 

.. .~, 8 5 3, 4.~.?. 

$ 1 1,643,955 
17,655,075 

1 ,980,930 
1,926,467 

__ 1?~5,997 
35,152,424 

579,798 

28,342,277 
8,624,164 

__ ."}~_~.~300 
_.]5,740,963 

25,364,733 
379.3~3 

................ ~ ?!?~4..~9._?? 
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Appendix D 

D-1 
 

 

CERTAIN DEFINITIONS 

The following are definitions of certain of the terms defined in the Resolution, the Series 2015A Resolution 
or the Loan Agreements and used in this Official Statement. 

Account means each account created and established in any fund under the Resolution as created and 
established pursuant to the Applicable Series Resolution, including each Project Loan Account and each Debt 
Service Account. 

Accounts Receivable means all of a Participant’s accounts receivable derived from the use or operation of 
any of its properties, including the Project Property, but excluding Pledged Revenues. 

Act means the Dormitory Authority Act (being Chapter 524 of the Laws of 1944 of the State, as amended, 
and constituting Title 4 of Article 8 of the Public Authorities Law), as amended from time to time, including, but not 
limited to, Chapter 471 of the Laws of 2009, the Health Care Financing Consolidation Act and as incorporated 
thereby the New York State Medical Care Facilities Finance Act, being Chapter 392 of the Laws of New York 1973, 
as amended, McKinney’s Unconsolidated Laws, Sections 7411 to 7432, inclusive. 

Administration Agreement means the Administration Agreement, dated as of February 1, 2015, among 
the Authority, the Program Facilitator and the Participants. 

Allocable Portion means with respect to a Series of Bonds, an Applicable Participant’s proportionate share 
of certain obligations arising under such Series of Bonds from time to time and under the Applicable Loan 
Agreement, particularly with respect to the Debt Service Reserve Fund Requirement, if any, the Arbitrage Rebate 
Fund and Costs of Issuance, in each case corresponding to the principal amount of the Applicable Loan made to 
such Participant by the Authority with proceeds of such Series of Bonds and determined by the Applicable Series 
Resolution or Applicable Bond Series Certificate; provided, however, that with respect to the payment of principal, 
Sinking Fund Installments and Redemption Price, if any, of and interest on such Series of Bonds, Allocable Portion 
shall mean that portion of each such payment designated in Exhibit D attached to the Applicable Loan Agreement as 
being allocable to such Participant, as the same may be adjusted from time to time to reflect any prepayments of the 
Applicable Loan by or on behalf of such Participant. 

Annual Administrative Fee means the annual fee for the general administrative expenses of the Authority 
in the amount or percentage stated in each of the Loan Agreements relating to the Loans made thereunder. 

Applicable means  

(i) with respect to a particular Loan or Project referred to in the Resolution, the Loan and the Project 
established and undertaken with respect to a particular Participant and particular Project as described in a particular 
Loan Agreement; 

(ii) with respect to any Account, the Account established with respect to a particular Participant in 
connection with such Participant’s Allocable Portion of a particular Series of Bonds; 

(iii) with respect to any Series Resolution, the Series Resolution relating to a particular Projects or 
Projects and/or a particular Series of Bonds; 

(iv) with respect to any Series of Bonds, the Series of Bonds issued under a Series Resolution for a 
particular Project or Projects for the particular Participant or Participants; 

(v) with respect to any Loan Agreement, the Loan Agreement entered into by and between a particular 
Participant and the Authority, relating to a particular Project or Projects for such Participant financed or refinanced 
with such Participant’s Allocable Portion of a particular Series of Bonds; 
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(vi) with respect to a Bond Series Certificate, such certificate authorized pursuant to a particular Series 
Resolution; 

(vii) with respect to any Supplemental Resolution, any such Resolution supplementing a particular 
Series Resolution; 

(viii) with respect to a Participant, the Participant undertaking the obligations set forth in the Applicable 
Loan Agreement; 

(ix) with respect to a Paying Agent, the Paying Agent accepting the responsibility to perform the 
obligations set forth therefor with respect to a particular Series of Bonds;  

(x) with respect to Revenues, the Revenues pledged to the payment of a particular Series of Bonds 
pursuant to the Resolution and an Applicable Series Resolution; 

(xi) with respect to Pledged Revenues, the Pledged Revenues pledged by the Participants as security 
for their respective obligations under the Applicable Loan Agreements; and 

(xii) with respect to a Facility Provider, the Facility Provider that has provided a Reserve Fund Facility 
with respect to a particular Series of Bonds. 

Arbitrage Rebate Fund means the fund so designated and established by a Series Resolution pursuant to 
the Resolution. 

Authority means the Dormitory Authority of the State of New York, a body corporate and politic 
constituting a public benefit corporation of the State created by the Act, or any body, agency or instrumentality of 
the State which shall hereafter succeed to the rights, powers, duties and functions of the Authority. 

Authority Fee means a fee payable to the Authority upon the issuance of any Series of Bonds authorized 
under the Resolution in an amount set forth in the Applicable Series Resolution, unless otherwise provided in the 
Applicable Series Resolution or Applicable Bond Series Certificate. 

Authorized Newspaper means The Bond Buyer or any other newspaper of general circulation printed in 
the English language and customarily published at least once a day for at least five (5) days (other than legal 
holidays) in each calendar week in the Borough of Manhattan, City and State of New York, designated by the 
Authority. 

Authorized Officer means (i) in the case of the Authority, the Chair, the Vice Chair, the Executive 
Director, the Deputy Executive Director, the Chief Financial Officer, the Treasurer, any Assistant Treasurer, the 
Managing Director of Public Finance and Portfolio Monitoring, the Managing Director of Construction, the General 
Counsel, the Secretary and any Assistant Secretary, and when used with reference to any act or document also 
means any other person authorized by a resolution or the by-laws of the Authority to perform such act or execute 
such document; (ii) in the case of any Participant, the person or persons authorized by a resolution or the by-laws of 
such Participant to perform any act or execute any document; (iii) in the case of the Trustee, the President, a Vice 
President, an Assistant Vice President, a Corporate Trust Officer, a Trust Officer or an Assistant Trust Officer of the 
Trustee, and when used with reference to any act or document also means any other person authorized to perform 
any act or sign any document by or pursuant to a resolution of the Board of Directors of such Trustee or the by-laws 
of such Trustee; and (iv) in the case of any Insurer, the person or persons authorized by a resolution or bylaws of the 
Insurer to perform any act or execute any document. 

Balloon Indebtedness means with respect to a Participant (i) long-term Indebtedness, or short-term 
Indebtedness which is intended to be refinanced upon or prior to its maturity (and which short-term Indebtedness is 
subject to a commercially reasonable binding commitment for such refinancing) so that such short-term 
Indebtedness will be outstanding, in the aggregate, for more than one year as certified in a certificate of an 
Authorized Officer of such Participant delivered to the Authority and the Trustee, twenty-five percent (25%) or 
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more of the initial principal amount of which matures (or is payable at the option of the holder) in any twelve month 
period, or (ii) long-term Indebtedness, or short-term Indebtedness which is intended to be refinanced upon or prior to 
its maturity (and which short-term Indebtedness is subject to a commercially reasonable binding commitment for 
such refinancing) so that such short-term Indebtedness will be outstanding, in the aggregate, for more than one year 
as certified in a certificate of an Authorized Officer of such Participant delivered to the Authority and the Trustee, 
twenty-five percent (25%) or more of the initial principal amount of which is payable at the option of the holder in 
any twelve month period, if such twenty-five percent (25%) or more is not to be amortized to below twenty-five 
percent (25%) by mandatory redemption prior to such twelve month period, or (iii) any portion of an issue of long-
term Indebtedness which, if treated as a separate issue of Indebtedness would meet the test set forth in clause (i) of 
this definition and which Indebtedness is designated as Balloon Indebtedness in a certificate of an Authorized 
Officer of such Participant delivered to the Authority and the Trustee stating that such portion shall be deemed to 
constitute a separate issue of Balloon Indebtedness. 

Bond or Bonds means the InterAgency Council Pooled Loan Program Revenue Bonds and any of the 
bonds of the Authority authorized pursuant to the Resolution and issued pursuant to an Applicable Series 
Resolution. 

Bond Counsel means an attorney or a law firm, appointed by the Authority with respect to a particular 
Series of Bonds, having a national reputation in the field of municipal law whose opinions are generally accepted by 
purchasers of municipal bonds. 

Bond Series Certificate means a certificate of an Authorized Officer of the Authority fixing terms, 
conditions and other details of Bonds of a Series in accordance with the delegation of power to do so under a Series 
Resolution. 

Bond Year means, unless otherwise provided in an Applicable Series Resolution or Applicable Bond 
Series Certificate, a period of twelve (12) consecutive months beginning July 1 in any calendar year and ending on 
June 30 of the succeeding calendar year. 

Bondholder, Holder of Bonds, Owner or Holder or any similar term, when used with reference to a Bond 
or Bonds of a Series, means the registered owner of any Outstanding Bonds of such Series. 

Book Entry Bond means any Bond issued hereunder in book entry form pursuant to the Resolution. 

Business Day means, unless otherwise defined with respect to Bonds of a Series in an Applicable Series 
Resolution or Applicable Bond Series Certificate, any day other than a Saturday, Sunday or a day on which the 
Trustee is authorized by law to remain closed. 

Code means the Internal Revenue Code of 1986, as amended, and the applicable regulations thereunder. 

Contract Documents means any general contract or agreement for the construction of a Project, notice to 
bidders, information for bidders, form of bid, general conditions, supplemental general conditions, general 
requirements, supplemental general requirements, bonds, plans and specifications, addenda, change orders, and any 
other documents entered into or prepared by or on behalf of an Applicable Participant relating to the construction of 
a Project, and any amendments to the foregoing. 

Contribution Amounts means amounts received by a Participant and deposited in the Applicable Project 
Loan Account of the Project Loan Fund or the Applicable Debt Service Account of the Debt Service Fund pursuant 
to the Applicable Loan Agreement, which amounts shall constitute Revenues. 

Cost or Costs of Issuance means the item or items of expense incurred in connection with the 
authorization, sale and issuance of Bonds authorized under the Resolution, which items of expense shall include, but 
not be limited to, document printing and reproduction costs, filing and recording fees, costs of credit ratings, initial 
fees and charges of the Trustee, legal fees and charges, professional consultants’ fees, fees and charges for 
execution, transportation and safekeeping of such Bonds, premiums, fees and charges for Municipal Bond Insurance 
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Policies for such Bonds or for Mortgage Insurance Policies, costs and expenses of refunding such Bonds and other 
costs, charges and fees, including those of the Authority, in connection with the foregoing. 

Cost or Costs of the Project means, with respect to an Applicable Project or any portion thereof, costs and 
expenses or the refinancing of costs and expenses determined by the Authority to be necessary in connection 
therewith, including, but not limited to, (i) costs and expenses of the acquisition of the title to (including premiums 
and other charges in connection with obtaining title insurance) or other interest in real property, including 
easements, rights-of-way and licenses, (ii) costs and expenses incurred for labor and materials and payments to 
contractors, builders and materialmen for the acquisition, construction, reconstruction, rehabilitation, renovation, 
repair and improvement of such Project, (iii) the cost of surety bonds and insurance of all kinds that may be required 
or necessary prior to completion of such Project, which is not paid by a contractor or otherwise provided for, (iv) the 
costs and expenses for design, test borings, surveys, estimates, plans and specifications and preliminary 
investigations therefor, and for supervising construction of such Project, (v) costs and expenses required for the 
acquisition and installation of equipment or machinery, (vi) all other costs which the Applicable Participant shall be 
required to pay for the acquisition, construction, reconstruction, rehabilitation, renovation, repair, improvement and 
equipping of such Project, (vii) any sums required to reimburse the Applicable Participant or the Authority for 
advances made by either of them for any of the above items or for other costs incurred and for work done by either 
of them in connection with such Project (including interest on moneys borrowed from parties other than such 
Applicable Participant), (viii) interest on the Bonds of a Series prior to, during and for a reasonable period after 
completion of the acquisition, construction, reconstruction, rehabilitation, renovation, repair, improvement or 
equipping of such Project, and (ix) fees, expenses and liabilities of the Authority incurred in connection with such 
Project or pursuant to the Resolution, to the Applicable Series Resolution or to any Applicable Loan or Applicable 
Loan Agreement. 

Debt Service Account means each of the respective accounts so designated, created and established in the 
Applicable Debt Service Fund pursuant to the Applicable Series Resolution. 

Debt Service Fund means the fund so designated, created and established for a Series of Bonds by an 
Applicable Series Resolution pursuant to the Resolution. 

Debt Service Reserve Fund means a reserve fund, if any, for the payment of the principal and Sinking 
Fund Installments of and interest on a Series of Bonds, so designated, created and established by the Authority by or 
pursuant to an Applicable Series Resolution. 

Debt Service Reserve Fund Requirement means the amount of moneys required to be deposited in the 
Debt Service Reserve Fund, if any, established with respect to a Series of Bonds as determined in accordance with 
the Applicable Series Resolution or Applicable Bond Series Certificate. 

Defaulted Allocable Portion means with respect to an event of default on a particular Series of Bonds 
pursuant to the Resolution, that portion of each maturity of such Series of Bonds then Outstanding that corresponds 
to a principal installment on a defaulting Participant’s Applicable Loan under the terms of the Applicable Loan 
Agreement, in each case as determined by the Trustee in the manner set forth in the Resolution.  

Defeasance Security means  

(i) a Government Obligation of the type described in clauses (i), (ii) or (iii) of the definition 
of Government Obligation; 

(ii) a Federal Agency Obligation described in clauses (i) or (ii) of the definition of Federal 
Agency Obligation; and 

(iii) an Exempt Obligation, provided such Exempt Obligation (a) is not subject to redemption 
prior to maturity other than at the option of the holder thereof or as to which irrevocable instructions have 
been given to the trustee of such Exempt Obligation by the obligor thereof to give due notice of redemption 
and to call such Exempt Obligation for redemption on the date or dates specified in such instructions and 
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such Exempt Obligation is not otherwise subject to redemption prior to such specified date other than at the 
option of the holder thereof, (b) is secured as to principal and interest and redemption premium, if any, by a 
fund consisting only of cash or Government Obligations, which fund may be applied only to the payment 
of such principal of and interest and redemption premium, if any, on such Exempt Obligation on the 
maturity date thereof or the redemption date specified in the irrevocable instructions referred to in clause 
(a) above, (c) as to which the principal of and interest on the direct obligations of the United States of 
America which have been deposited in such fund, along with any cash on deposit in such fund, are 
sufficient to pay the principal of and interest and redemption premium, if any, on such Exempt Obligation 
on the maturity date or dates thereof or on the redemption date or dates specified in the irrevocable 
instructions referred to in clause (a) above, and (d) is rated by at least two nationally recognized statistical 
rating services in the highest rating category for such Exempt Obligation; 

provided, however, that (1) such term shall not include any interest in a unit investment trust or mutual fund or 
(2) any obligation that is subject to redemption prior to maturity other than at the option of the holder thereof. 

Excess Earnings means, with respect to an Applicable Series of Bonds, the amount equal to the rebatable 
arbitrage and any income attributable to the rebatable arbitrage as required by the Code. 

Exempt Obligation means: 

(i) an obligation of any state or territory of the United States of America, any political 
subdivision of any state or territory of the United States of America, or any agency, authority, public 
benefit corporation or instrumentality of such state, territory or political subdivision, the interest on which 
is excludable from gross income under Section 103 of the Code, which is not a “specified private activity 
bond” within the meaning of Section 57(a)(5) of the Code and which, at the time an investment therein is 
made or such obligation is deposited in any fund or account under the Resolution, is rated, no lower than 
the second highest rating category for such obligation by at least two Rating Services; and 

(ii) a share or interest in a mutual fund, partnership or other fund registered under the 
Securities Act of 1940, as amended, and operated in accordance with Rule 2a-7 of the Investment Company 
Act of 1940, as amended, whose objective is to maintain a constant share value of $1.00 and which, at the 
time such investment is rated, no lower than the second highest rating category for such obligation by at 
least two Rating Services. 

Facility Provider means the issuer of a Reserve Fund Facility. 

Federal Agency Obligation means: 

(i) an obligation issued by any federal agency or instrumentality rated no lower than the 
second highest rating category for such obligation by at least two Rating Services; 

(ii) an obligation the principal of and interest on which are fully insured or guaranteed as to 
payment by a federal agency or instrumentality, and which is rated no lower than the second highest rating 
category for such obligation by at least two Rating Services; 

(iii) a certificate or other instrument which evidences the beneficial ownership of, or the right 
to receive all or a portion of the payment of the principal of or interest on, any of the foregoing; and 

(iv) a share or interest in a mutual fund, partnership or other fund registered under the 
Securities Act of 1933, as amended, and operated in accordance with Rule 2a-7 of the Investment Company 
Act of 1940, as amended, wholly comprised of any of the foregoing obligations and whose objective is to 
maintain a constant share value of $1.00. 

Fiscal Year means the duly adopted fiscal year of a Participant. 
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Fitch means Fitch Ratings, a corporation organized and existing under the laws of the State of Delaware, 
and its successors and assigns. 

Government Obligation means: 

(i) a direct obligation of the United States of America; 

(ii) an obligation the principal of and interest on which are fully insured or guaranteed as to 
payment by the United States of America; 

(iii) a certificate or other instrument which evidences the beneficial ownership of, or the right 
to receive all or a portion of the payment of the principal of or interest on, any of the foregoing; and 

(iv) a share or interest in a mutual fund, partnership or other fund registered under the 
Securities Act of 1933, as amended, and operated in accordance with Rule 2a-7 of the Investment Company 
Act of 1940, as amended, wholly comprised of any of the foregoing obligations and whose objective is to 
maintain a constant share value of $1.00. 

Governmental Requirements means any present and future laws, rules, orders, ordinances, regulations, 
statutes, requirements and executive orders applicable to the Project or any Project Property, of the United States, 
the State and any political subdivision thereof, and any agency, department, commission, board, bureau or 
instrumentality of any of them, now existing or hereafter created, and having or asserting jurisdiction over the 
Project or any Project Property or any part of either. 

Gross Proceeds means, with respect to an Applicable Series of Bonds, unless inconsistent with the 
provisions of the Code, (i) amounts received by the Authority from the sale of such Series of Bonds (other than 
amounts used to pay underwriters’ fees and other expenses of issuing such Series of Bonds), (ii) amounts treated as 
transferred proceeds of such Series of Bonds in accordance with the Code, (iii) amounts treated as proceeds under 
the provisions of the Code relating to invested sinking funds, including any necessary allocation between two or 
more Series of Bonds in the manner required by the Code, (iv) amounts in the Debt Service Reserve Fund, if any, 
established with respect to such Series of Bonds, (v) securities or obligations pledged by the Authority or the 
Participant as security for payment of debt service on such Bonds, (vi) amounts received with respect to obligations 
acquired with Gross Proceeds, (vii) amounts used to pay debt service on such Series of Bonds, and (viii) amounts 
received as a result of the investment of Gross Proceeds at a yield equal to or less than the yield on such Series of 
Bonds as such yield is determined in accordance with the Code. 

Indebtedness means with respect to a Participant, without duplication, (i) all obligations of such 
Participant recorded or required to be recorded as liabilities on the balance sheets thereof for the payment of moneys 
incurred or assumed by such Participant as determined in accordance with generally accepted accounting principles 
consistently applied (exclusive of reserves such as those established for deferred taxes) and (ii) all contingent 
obligations in respect of, or to purchase or otherwise acquire or service, indebtedness of other persons, including but 
not limited to guarantees and endorsements (other than for purposes of collection in the ordinary course of business) 
of indebtedness of other persons, obligations to reimburse issuers of letters of credit or equivalent instruments for 
the benefit of any person, and contingent obligations to repurchase property theretofore sold by such contingent 
obligor.  For the purposes of calculating Indebtedness for any period with respect to any Balloon Indebtedness, the 
Participant may, at its option, by a certificate of an Authorized Officer of such Participant delivered to the Authority 
and the Trustee at the end of each Fiscal Year, direct that such Indebtedness may be calculated assuming that (i) the 
principal of such Indebtedness that is not amortized is amortized on a level debt service basis from the date of 
calculation thereof over a term not to exceed thirty (30) years, and (ii) interest is calculated at (A) the actual rate (if 
such rate is not variable or undeterminable) or (B) if such rate is variable or undeterminable, an assumed rate 
derived from The Bond Buyer Thirty-year Revenue Bond Index published immediately prior to the date of 
calculation, as certified in a certificate of an Authorized Officer of such Participant delivered to the Authority and 
the Trustee; provided that if such index is at such time not being published a comparable index reasonably 
acceptable to the Authority and the Trustee may be used. 
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Insurance Consultant means a person or firm which is qualified to survey risks and to recommend 
insurance coverage for a Participant’s facilities and services and organizations engaged in like operations and which 
is selected by the Applicable Participant. 

Intercept Agreement means each letter dated the date of issuance of the Bonds from the Applicable 
Participant to OPWDD, as acknowledged by OPWDD, as may be amended and supplemented from time to time, 
regarding the deduction, withholding and/or payment of public funds by OPWDD, in an amount required by the 
Applicable Loan Agreement to the Authority or the Trustee. 

Governmental Requirements means any present and future laws, rules, orders, ordinances, regulations, 
statutes, requirements and executive orders applicable to the Project or any Project Property, of the United States, 
the State and any political subdivision thereof, and any agency, department, commission, board, bureau or 
instrumentality of any of them, now existing or hereafter created, and having or asserting jurisdiction over the 
Project or any Project Property or any part of either. 

Investment Agreement means an agreement for the investment of moneys with a Qualified Financial 
Institution. 

Letter of Credit means, with respect to an Applicable Series of Bonds, an irrevocable letter of credit, or as 
appropriate, a confirmation or confirming letter of credit, issued in favor of the Authority or the Trustee, as the case 
may be, in form and substance satisfactory to the Authority or the Trustee, as the case may be, which is issued by a 
Qualified Financial Institution, and is accompanied by a legal opinion or opinions addressing the enforceability 
thereof. 

Loan means each loan made by the Authority to a Participant pursuant to the provisions of the Resolution, 
the Applicable Series Resolution and the Applicable Loan Agreement relating thereto in an amount equal to the 
Participant’s Allocable Portion of the principal amount of a Series of Bonds.  Each Loan shall relate to a particular 
Project or Projects for a particular Participant including amounts required to pay such Participant’s Allocable 
Portion of the Costs of Issuance, Costs of the Project related to such Loan and the Debt Service Reserve Fund 
Requirement, if any, established for such Series of Bonds. 

Loan Agreement or Loan Agreements mean each of the Loan Agreements or other agreement, between 
the Authority and the Applicable Participant in connection with each Loan made under the Resolution, as the same 
may from time to time be amended, supplemented or otherwise modified as permitted by the Resolution and by the 
Loan Agreement. 

Loan Repayments means the scheduled monthly payments of principal of and interest on the Loan paid by 
a Participant pursuant to the Applicable Loan Agreement. 

Management Consultant means a nationally recognized accounting or management consulting firm or 
other similar firm, experienced in reviewing and assessing operations of organizations similar to the Participants, 
acceptable to the Authority. 

Moody’s means Moody’s Investors Service, Inc., a corporation organized and existing under the laws of 
the State of Delaware, and its successors and assigns. 

Mortgage means, collectively, any fee or leasehold mortgage or mortgages granted by any of the 
Participants, or a party related to any Participant, to the Authority in connection with the granting of a particular 
Loan under the Resolution, in form and substance satisfactory to the Authority, on the Mortgaged Property 
mortgaged in connection therewith, as security for the performance of said Participant’s obligations under the 
Applicable Loan Agreement, as such Mortgage may be amended or modified as provided in such Loan Agreement. 

Mortgaged Property means the land or interest therein described in a Mortgage and the buildings and 
improvements thereon or thereafter erected thereon and the fixtures, furnishings and equipment owned by the 
Applicable Participant and now or hereafter located therein or thereon. 
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Non-PPA Expenses means with respect to a Participant, all operating and nonoperating expenses of such 
Participant other than PPA Expenses. 

Non-PPA Facility means with respect to a Participant, any facility of such Participant which is, or was, not 
subject to the Prior Property Approval process incorporated in New York State Codes, Rules and Regulations, Title 
14, Parts 681, 686 and 690, as amended from time to time. 

Non-PPA Indebtedness means with respect to a Participant, any Indebtedness incurred by such Participant 
to finance, in whole or in part, a Non-PPA Facility.  Indebtedness incurred by such Participant with respect to a 
facility only a portion of which constitutes a Non-PPA Facility shall constitute Non-PPA Indebtedness to the extent 
such Indebtedness financed the Non-PPA Facility portion of such facility. 

Non-PPA Revenues means with respect to a Participant, all operating and nonoperating revenues of such 
Participant other than PPA Revenues. 

Official Statement means an official statement or other offering document relating to and in connection 
with the sale of any Bonds of a Series. 

OPWDD means the New York State Office for People with Developmental Disabilities (formerly known 
as the New York State Office of Mental Retardation and Developmental Disabilities). 

Outstanding, when used in reference to an Applicable Series of Bonds means, as of a particular date, all 
Bonds of such Series authenticated and delivered under the Resolution and under the Applicable Series Resolution 
except:  (i) any such Bond cancelled by the Trustee at or before such date; (ii) any such Bond or Bonds deemed to 
have been paid in accordance with the Resolution; and (iii) any such Bond or Bonds in lieu of or in substitution for 
which another such Bond shall have been authenticated and delivered pursuant to the Resolution. 

Participant or Participants collectively means each or all of the not-for-profit members of the Program 
Facilitator for whose benefit the Authority shall have issued Bonds under the Resolution and with whom the 
Authority shall have executed one or more Loan Agreements as particularly defined in the Applicable Series 
Resolution. 

Paying Agent means, with respect to a Series of Bonds, the Trustee and any other bank or trust company 
and its successor or successors, appointed pursuant to the provisions of the Resolution or of the Applicable Series 
Resolution, the Applicable Bond Series Certificate or any other resolution of the Authority adopted prior to 
authentication and delivery of such Bonds for which such Paying Agent or Paying Agents shall be so appointed. 

Permitted Collateral means: 

(i) Government Obligations described in clauses (i) or (ii) of the definition of Government 
Obligations; 

(ii) Federal Agency Obligations described in clauses (i) or (ii) of the definition of Federal 
Agency Obligations; 

(iii) commercial paper that (a) matures within two hundred seventy (270) days after its date of 
issuance, (b) is rated in the highest short term rating category by at least one Rating Service and (c) is 
issued by a domestic corporation whose unsecured senior debt is rated by at least one nationally recognized 
statistical rating service no lower than in the second highest rating category;  

(iv) financial guaranty agreements, surety or other similar bonds or other instruments of an 
insurance company (a) that has an equity capital of at least $125,000,000, (b) is rated by Bests Insurance 
Guide or a nationally recognized statistical rating service in the highest rating category, and (c) which 
regularly deals in such agreements, bonds or instruments; and 
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(v) bankers’ acceptances that (a) mature within three hundred sixty-five (365) days after its 
date of issuance, and (b) are issued by a bank rated in the highest short term rating category by at least one 
Rating Service. 

Permitted Encumbrances means with respect to a Participant, (i) the Applicable Loan Agreement; (ii) the 
Resolutions; (iii) the Mortgage, if any; (iv) any instrument recorded pursuant to the Loan Agreement; (v) any 
encumbrances or matters set forth in the Applicable Loan Agreement, including matters referred to in any title 
insurance policy described in the Loan Agreement and accepted by the Authority; (vi) any mortgage or other lien or 
encumbrance in connection with any additional Bonds issued under the Resolution approved in writing by the 
Authority; (vii) liens for real estate taxes, assessments, levies and other governmental charges, the payment of which 
is not in default; (viii) utility, access and other easements and rights-of-way, restrictions and exceptions that will not 
interfere with or impair the Participant’s use of its Project Property; (ix) such minor defects, irregularities, 
encumbrances, easements, rights-of-way (including agreements with any railroad the purpose of which is to service 
a railroad siding) and clouds on title as normally exist with respect to property similar in character to the Project 
Property and as do not, in the opinion of counsel acceptable to the Authority, either singly or in the aggregate, 
materially impair the property affected thereby for the purpose for which it was acquired and operated under this 
Loan Agreement; (x) any mechanics’, workmen’s, repairmen’s, materialmen’s, contractors’, warehousemen’s, 
carriers’, suppliers’ or vendors’ lien or right in respect thereof if payment is not yet due and payable, all if and to the 
extent permitted by the Mortgage, if any; (xi) any subordinate mortgage granted as security for bonds issued by the 
Authority or another issuer of bonds after the date of issuance of the Bonds, up to an amount approved by OPWDD 
pursuant to the PPA process, for the purpose of financing the cost of renovating, constructing, equipping or 
completing a Project of a Project Property, and any loan agreement, or any related company lease and installment 
sale agreement between the Participant and the issuer of such bonds leasing or selling such Project Property, any 
indenture of trust between such issuer and a trustee with respect to such bonds, or any building loan agreement 
among such the Participant and a trustee, in each case in connection with such financing; and (xii) any other 
encumbrances or matters approved in writing by the Authority after the date of delivery of the Bonds. 

Permitted Investments means: 

(i) Government Obligations;  

(ii) Federal Agency Obligations; 

(iii) Exempt Obligations;  

(iv) uncollateralized certificates of deposit that are fully insured by the Federal Deposit 
Insurance Corporation and issued by a banking organization authorized to do business in the State; 

(v) collateralized certificates of deposit that are (a) issued by a banking organization 
authorized to do business in the State that has an equity capital of not less than $125,000,000, whose 
unsecured senior debt, or debt obligations fully secured by a letter or credit, contract, agreement or surety 
bond issued by it, are rated by at least one nationally recognized statistical rating service in at least the 
second highest rating category, and (b) fully collateralized by Permitted Collateral;  

(vi) Investment Agreements that are fully collateralized by Permitted Collateral; and 

(vii) Permitted Collateral of the type described in clauses (iii) and (v) of the definition of 
Permitted Collateral.  

Person means an individual, corporation, firm, association, partnership, trust or other legal entity or group 
of entities, including a governmental entity or any agency or political subdivision thereof. 

Pledged Revenues means the Public Funds attributable to the Applicable Project and/or the Project 
Property.. 
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PPA Expenses means with respect to a Participant, all operating and nonoperating expenses properly 
incurred by such Participant with respect to a PPA Facility in accordance with the Prior Property Approval received 
by such Participant with respect to such PPA Facility. 

PPA Facility means with respect to a Participant, any facility of such Participant which was, or will be, 
approved by OPWDD pursuant to the Prior Property Approval process incorporated in New York State Codes, 
Rules and Regulations, Title 14, Parts 681, 686 and 690, as amended from time to time. 

PPA Revenues means with respect to a Participant, revenues received by such Participant with respect to a 
PPA Facility intended to amortize the PPA Expenses incurred with respect to such PPA Facility. 

Prior Pledges means, with respect to the Bonds of the Applicable Series and any Applicable Loan made 
under a Loan Agreement, any liens, pledges, charges, encumbrances and security interests made and given by a 
Participant to secure prior obligations of such Participant as described in such Loan Agreement. 

Program Facilitator means Interagency Council of Developmental Disabilities Agencies, Inc., as program 
facilitator under the Administration Agreement, and its successors in such capacity. 

Project or Projects means, with respect to each Participant and each Loan under the Resolution, the 
acquisition, financing, refinancing, construction, reconstruction, renovation, development, improvement, expansion 
and equipping of certain educational, administrative, day program and residential facilities to be located in the State, 
which may include more than one part, financed in whole or in part from the proceeds of the sale of an Applicable 
Series of Bonds or any portion thereof, as more particularly described and designated the Applicable Series 
Resolution. 

Project Loan Account means each of the respective accounts or subaccounts so designated, created and 
established in the Applicable Project Loan Fund by an Applicable Series Resolution. 

Project Loan Fund means the fund so designated and established for a Series of Bonds by an Applicable 
Series Resolution. 

Project Property or Series 2015A Facility means the administrative, educational and residential facilities 
owned or leased by a Participant including real and personal property located thereat, as more particularly described 
in the Applicable Loan Agreement. 

Public Funds means all moneys appropriated, apportioned or otherwise payable to a Participant by the 
Federal government, any agency thereof, the State, any agency of the State, a political subdivision, as defined in 
Section 100 of the General Municipal Law, any social services district in the State or any governmental entity, 
including OPWDD pursuant to each Prior Property Approval with respect to the Applicable Project Property. 

Purchased Bonds means Bonds of a Series purchased by or at the direction of an Applicable Participant 
pursuant to the provisions of the Applicable Series Resolution or Applicable Bond Series Certificate as authorized 
by the Resolution. 

Qualified Financial Institution means any of the following entities that has an equity capital of at least 
$125,000,000 or whose obligations are unconditionally guaranteed by an affiliate or parent having an equity capital 
of at least $125,000,000: 

(i) a securities dealer, the liquidation of which is subject to the Securities Investors 
Protection Corporation or other similar corporation, and (a) that is on the Federal Reserve Bank of New 
York list of primary government securities dealers and (b) whose senior unsecured long term debt is at the 
time an investment with it is made is rated by at least one Rating Service no lower than in the second 
highest rating category, or, in the absence of a rating on long term debt, whose short term debt is rated by at 
least one Rating Service no lower than in the highest rating category for such short term debt; 
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(ii) a bank, a trust company, a national banking association, a corporation subject to 
registration with the Board of Governors of the Federal Reserve System under the Bank Holding Company 
Act of 1956 or any successor provisions of law, a federal branch pursuant to the International Banking Act 
of 1978 or any successor provisions of law, a domestic branch or agency of a foreign bank which branch or 
agency is duly licensed or authorized to do business under the laws of any state or territory of the United 
States of America, a savings bank, a savings and loan association, an insurance company or association 
chartered or organized under the laws of the United States of America, any state of the United States of 
America, whose unsecured long term debt or debt obligations fully secured by a letter or credit, contract, 
agreement or surety bond issued by it, is, at the time an investment with it is made, rated by at least one 
Rating Service no lower than in the second highest rating category; 

(iii) a corporation affiliated with or which is a subsidiary of any entity described in (i) or (ii) 
above or which is affiliated with or a subsidiary of a corporation which controls or wholly owns any such 
entity or which is a subsidiary of a foreign insurance company, whose senior unsecured long term debt or 
debt obligations fully secured by a letter or credit, contract, agreement or surety bond issued by it, is, at the 
time an investment with it is made, rated by at least one Rating Service no lower than in the second highest 
rating category; 

(iv) the Government National Mortgage Association or any successor thereto, the Federal 
National Mortgage Association or any successor thereto, the Student Loan Marketing Association or any 
successor thereto, or any other federal agency or instrumentality approved by the Authority; or 

(v) a corporation whose obligations, including any investments of any moneys held 
hereunder purchased from such corporation, are insured by an insurer that meets the applicable rating 
requirements set forth above. 

Rating Service means each of Fitch, Moody’s and S&P, in each case, which has assigned a rating to 
Outstanding Bonds of the Applicable Series at the request of the Authority, or their respective successors and 
assigns. 

Record Date means, unless otherwise defined with respect to Bonds of a Series in an Applicable Series 
Resolution or Applicable Bond Series Certificate, the fifteenth (15th) day (whether or not a Business Day) of the 
calendar month next preceding an interest payment date. 

Redemption Price means, when used with respect to a Series of Bonds, the principal amount of such 
Bonds plus the applicable premium, if any, payable upon redemption thereof pursuant to the Resolution or to the 
Applicable Series Resolution or Applicable Bond Series Certificate; provided, however, when used with respect to 
an extraordinary mandatory redemption of a Defaulted Allocable Portion of a Series of Bonds, Redemption Price 
shall have the meaning set forth in the Resolution. 

Refunding Bonds means all Bonds, whether issued in one or more Series of Bonds, authenticated and 
delivered on original issuance pursuant to the Resolution, and any Bonds thereafter authenticated and delivered in 
lieu of or in substitution for such Bonds. 

Reserve Fund Facility means a surety bond, insurance policy or Letter of Credit authorized by or pursuant 
to a Series Resolution establishing a Debt Service Reserve Fund to be delivered in lieu of or substitution of all or a 
portion of the moneys otherwise required to be held in such Debt Service Reserve Fund. 

Resolution means this InterAgency Council Pooled Loan Program Revenue Bond Resolution, as the same 
may be from time to time amended or supplemented by Supplemental Resolutions in accordance with the terms and 
provisions hereof. 

Revenues mean, with respect to a particular Series of Bonds, all payments received or receivable by the 
Authority (including Contribution Amounts and Public Funds) pursuant to each of the Applicable Loan Agreements, 
which payments are to be paid to the Trustee, except (i) payments to such Trustee for the administrative costs and 



Appendix D 

D-12 
 

expenses or fees of such Trustee, (ii) payments to such Trustee for deposit to the Arbitrage Rebate Fund, and (iii) the 
Annual Administrative Fee. 

S&P means Standard & Poor’s Ratings Service, a division of The McGraw Hill Corporation, a corporation 
organized and existing under the laws of the State, and its successors and assigns. 

Serial Bonds means the Bonds so designated in an Applicable Series Resolution or an Applicable Bond 
Series Certificate. 

Series means all of the Bonds authenticated and delivered on original issuance and pursuant the Resolution 
and an Applicable Series Resolution, and any Bonds of such Series thereafter authenticated and delivered in lieu of 
or in substitution for such Bonds pursuant to the Resolution, regardless of variations in maturity, interest rate, 
Sinking Fund Installments or other provisions. 

Series Resolution means a resolution of the members of the Authority authorizing the issuance of a Series 
of Bonds, adopted by the Authority pursuant to the Resolution. 

Series 2015A Resolution means the Authority’s Series Resolution Authorizing Up to $44,000,000 
InterAgency Council Pooled Loan Program Revenue Bonds, Series 2015A adopted by the Authority on November 
12, 2014, as the same may be amended, supplemented or otherwise modified pursuant to the terms thereof. 

Sinking Fund Installment means, with respect to any Series or Subseries of Bonds, as of any date of 
calculation and with respect to any Bonds of such Series or Subseries, so long as any such Bonds are Outstanding, 
the amount of money required by the Applicable Series Resolution or the Applicable Bond Series Certificate to be 
paid on a single future July 1 for the retirement of any Outstanding Bonds of such Series which mature after such 
future July 1, but does not include any amount payable by the Authority by reason only of the maturity of such 
Bond, and such future July 1 is deemed to be the date when such Sinking Fund Installment is payable and the date of 
such Sinking Fund Installment and said Outstanding Bonds are deemed to be Bonds entitled to such Sinking Fund 
Installment. 

State means the State of New York. 

Subseries means the grouping of Bonds of a Series established by the Authority pursuant to the Applicable 
Series Resolution or the Applicable Bond Series Certificate. 

Supplemental Resolution means any resolution of the members of the Authority amending or 
supplementing the Resolution, any Series Resolution or any Supplemental Resolution adopted and becoming 
effective in accordance with the terms of the Resolution. 

Term Bonds means, with respect to Bonds of a Series, the Bonds so designated in an Applicable Series 
Resolution or an Applicable Bond Series Certificate and payable from Sinking Fund Installments. 

Total Debt Service Coverage Ratio means with respect to a Participant, the ratio for the applicable Fiscal 
Year of Total Net Revenues Available for Debt Service to Total Maximum Annual Debt Service. 

Total Maximum Annual Debt Service means with respect to a Participant, the greatest amount required 
in the then current or any future Fiscal Year to pay the debt service on any outstanding Indebtedness of such 
Participant; provided, however, that any Indebtedness secured solely by a security interest in its Accounts 
Receivable in accordance with such Participant’s rate covenant set forth in the Applicable Loan Agreement shall not 
be included in “Indebtedness” for the purposes of this definition; provided further that the debt service for the final 
year of amortization of any Indebtedness shall not be included for purposes of this definition to the extent that such 
debt service is payable from any funded reserve(s) established with and held by a Person other than such Participant. 

Total Net Revenues Available for Debt Service means with respect to a Participant, for any Fiscal Year, 
the excess of Revenues, including the proceeds of business interruption insurance, over the Expenses accrued or 
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paid by such Participant for such Fiscal Year as determined and reported by the independent certified public 
accountants of such Participant in its most recently audited financial statements.  For purposes of this definition, as 
determined in accordance with generally accepted accounting principles, consistently applied, (i) extraordinary 
items shall be excluded from Revenues and Expenses, (ii) depreciation, amortization and current interest expenses 
shall be excluded from Expenses, and (iii) if the Indebtedness to be incurred or guaranteed is with respect to the 
refinancing of a Project, then “current interest expenses” for purposes of clause (ii) above and such Participant’s 
additional Indebtedness covenant set forth in the Applicable Loan Agreement shall include the bona fide loan 
payments made by such Participant with respect to such Project Property in the Fiscal Year for which the 
determination is made. 

Trustee means a bank or trust company appointed as Trustee for a Series of Bonds pursuant to an 
Applicable Series Resolution or an Applicable Bond Series Certificate delivered hereunder and having the duties, 
responsibilities and rights provided for herein with respect to such Series, and its successor or successors and any 
other bank or trust company which may at any time be substituted in its place pursuant hereto. 
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SUMMARY OF CERTAIN PROVISIONS OF THE SERIES 2015 LOAN AGREEMENTS 

The following is a brief summary of certain provisions of one Series 2015 Loan Agreement (or “Loan 
Agreement”), and the summarized provisions are identical to each Loan Agreement.  This summary does not purport 
to be complete and reference is made to the Loan Agreements for full and complete statements of such and all 
provisions.  Defined terms used herein shall have the meaning ascribed to them in Appendix D. 

Duration of the Loan Agreement 

The Loan Agreement shall remain in full force and effect until the Participant’s Allocable Portion of the 
Bonds is no longer Outstanding, the Applicable Loan made under the Loan Agreement is no longer outstanding and 
until all other payments, expenses and fees payable under the Loan Agreement by the Participant shall have been 
made or provision made for the payment thereof; provided, however, that the liabilities and the obligations of the 
Participant under the Loan Agreement shall nevertheless survive any such termination.  Upon such termination, the 
Authority shall promptly deliver such documents as may be reasonably requested by the Participant to evidence such 
termination and the discharge of the Participant’s duties under the Loan Agreement, including the release or 
surrender of any security interests granted by the Participant to the Authority pursuant to the Loan Agreement. 

(Section 48) 

Construction of the Project 

The Participant agrees that, if the Project has not been completed, whether or not there are sufficient 
moneys available to it under the provisions of the Resolution and the Series Resolution and under the Loan 
Agreement, the Participant shall complete the acquisition, design, construction, reconstruction, rehabilitation, 
renovation and improving or otherwise providing and furnishing and equipping of the Project, substantially in 
accordance with the Contract Documents related to such Project.  Subject to the conditions of the Loan Agreement, 
the Authority will, to the extent of moneys available in the Applicable Project Loan Account of the Project Loan 
Fund, cause the Participant to be reimbursed for, or pay, any costs and expenses incurred by the Participant which 
constitute Costs of the Project, provided such costs and expenses are approved by the Authority, which approval 
shall not be unreasonably withheld. 

(Section 5) 

Amendment of Project; Sale or Conveyance of Project; Assignment of Loan Agreement; Cost Increases; 
Additional Bonds 

The Project may be amended by agreements supplementing the Loan Agreement by and between the 
Authority and the Participant, to decrease, increase or otherwise modify the scope thereof.  Any such increase may 
provide for the addition of any further acquisition, design, construction, reconstruction, rehabilitation, renovation, 
improving, or otherwise providing, furnishing and equipping of the Project which the Authority is authorized to 
undertake. 

Except for Permitted Encumbrances, the Participant covenants that it shall not (nor permit any other Person 
to) transfer, sell, encumber or convey any interest in the Project or the Project Property or any part thereof or interest 
therein, including development rights, without the prior written consent of the Authority, which consent shall be 
accompanied by (i) an agreement by the Participant to comply with all terms and conditions of such consent and (ii) 
an opinion of Bond Counsel stating that the change will not have an effect on the tax-exempt status with respect to 
interest on the Subseries 2015A-1 Bonds or any portion thereof the proceeds of which have been applied to make the 
Applicable Loan under the Loan Agreement for federal income taxation purposes.  As a condition to such approval, 
the Authority may require that the Participant pay to the Trustee for deposit in the Applicable Debt Service Account 
of the Debt Service Fund an amount not to exceed the principal amount of the Applicable Loan outstanding relating 
to a Project Property at the date of such transfer, sale or conveyance, as such amount is determined by the Authority 
based upon the applicable amortization schedule set forth in the Loan Agreement.  Notwithstanding the foregoing, 
the Participant may remove equipment, furniture or fixtures in the Project or which comprise a part of the Project 
provided that the Participant substitutes equipment, furniture or fixtures having a value and utility at least equal to 
the equipment, furniture or fixtures removed or replaced. 
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The Participant covenants that it shall not sell, assign or transfer, nor shall it be released from, any of its 
obligations under the Loan Agreement without the prior written consent of the Authority, which consent shall be 
accompanied by (i) an agreement by the Participant and the assignee to comply with all terms and conditions of such 
consent and (ii) an opinion of Bond Counsel stating that the assignment will not have an effect on the tax-exempt 
status with respect to interest on the Subseries 2015A-1 Bonds or any portion thereof the proceeds of which have 
been applied to make the Applicable Loan under the Loan Agreement for federal income taxation purposes.  In 
connection with any such assignment and assumption, the Participant and assignee shall execute and deliver such 
documents, certificates and agreements as may be required by the Authority, including but not limited to documents, 
certificates and agreements regarding the deduction, withholding and/or payment of Pledged Revenues in the 
amount required by the Loan Agreement. 

Notwithstanding any other provision of the Loan Agreement, so long as there exists no Event of Default 
under the Loan Agreement, nor any event which upon the giving of notice or the passage of time or both, would 
constitute an Event of Default, in the event that the Project Property consists of two or more separate and distinct 
facilities, the Participant may, upon written notice to the Authority and the Trustee and compliance with the 
following, effect the release of a Project Property from the Loan Agreement and, if a Mortgaged Property, the lien of 
the Mortgage.  Upon receipt of such notice, the Authority and the Trustee shall, at the sole cost and expense of the 
Participant, execute and deliver any and all instruments necessary or appropriate to so release and remove such 
Project Property from the Loan Agreement and if a Mortgaged Property, the lien of the Mortgage; provided, that, no 
such release shall be effected unless (i) the Participant shall cause Bonds allocable to such Project Property to cease 
to be Outstanding (either through the redemption or the defeasance provisions of the Resolution) and (ii) there shall 
be delivered to the Authority an opinion of Bond Counsel stating that such release will not have an effect on the tax-
exempt status with respect to interest on the Subseries 2015A-1 Bonds or any portion thereof the proceeds of which 
have been applied to make the Applicable Loan under the Loan Agreement for federal income taxation purposes. 

Notwithstanding any other provision of the Loan Agreement, so long as there exists no Event of Default 
under the Loan Agreement, nor any event which upon the giving of notice or the passage of time or both, would 
constitute an Event of Default, in the event that (y) the Project Property consists of two or more separate and distinct 
facilities, and (z) the Participant shall have paid in full the Bonds allocable to a Project Property according to the 
applicable amortization schedule attached to the Loan Agreement, the Participant may, upon written notice to the 
Authority and the Trustee, effect the release of such fully amortized Project Property from the Loan Agreement and, 
if a Mortgaged Property, the lien of the Mortgage.  Upon receipt of such notice, the Authority and the Trustee shall, 
at the sole cost and expense of the Participant, execute and deliver any and all instruments necessary or appropriate 
to so release and remove such Project Property from the Loan Agreement and if a Mortgaged Property, the lien of 
the Mortgage. 

The Participant shall provide such moneys or an irrevocable letter of credit or other security in such form as 
may be acceptable to the Authority as in the reasonable judgment of the Authority may be required to pay the cost of 
completing the Project in excess of the moneys, letter of credit or other security in the Applicable Project Loan 
Account of the Project Loan Fund established for such Project.  Such moneys, letter of credit or other security shall 
be paid or be available to the Trustee for deposit in the Applicable Project Loan Account of the Project Loan Fund 
within thirty (30) days of receipt of notice from the Authority that such moneys or other security are required. 

No Contract Documents shall be entered into after the date of execution and delivery of the Loan 
Agreement and no material modification, addition or amendment to the Contract Documents shall be made after the 
date of the execution and delivery of the Loan Agreement, including without limitation change orders materially 
affecting the scope or nature of the Project or where the cost of implementing the change exceeds $50,000, without 
the prior written approval of the Authority, which approval shall not be unreasonably withheld.  The Participant 
agrees to furnish or cause to be furnished to the Authority copies of all change orders regardless of amount, upon the 
request of the Authority therefor. 

The Authority, upon request of the Participant, may, but shall not be required to, issue Bonds to provide 
moneys required for the cost of completing the Project in excess of the moneys in the Applicable Project Loan 
Account of the Project Loan Fund.  Nothing contained in the Loan Agreement or in the Resolutions shall be 
construed as creating any obligation upon the Authority to issue Bonds for such purpose, it being the intent to 
reserve to the Authority full and complete discretion to decline to issue such Bonds.  The proceeds of any additional 
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Bonds shall be deposited and applied as specified in the Series Resolution authorizing such Bonds or the Bond 
Series Certificate relating to such Bonds. 

(Section 6) 

Financial Obligations of the Participant; General and Unconditional Obligation; Voluntary Payments 

Except to the extent that moneys are available therefor under the Resolution or the Series Resolution or 
under the Loan Agreement, including, without limitation, moneys in the Applicable Debt Service Account of the 
Debt Service Fund, but excluding moneys from the Participant’s Allocable Portion of the Debt Service Reserve 
Fund (except as set forth in the Loan Agreement) and excluding interest accrued but unpaid on investments held in 
the Applicable Debt Service Account of the Debt Service Fund, the Participant unconditionally agrees to pay, so 
long as the Loan is outstanding, to or upon the order of the Authority or, with respect to paragraph (d) below, the 
Program Facilitator from its general funds or any other moneys legally available to it: 

(a) On or before the date of delivery of the Bonds, the Authority Fee in the amount set forth in the 
Loan Agreement; 

(b) On or before the date of delivery of the Bonds, such amount, if any, as in the reasonable judgment 
of the Authority is necessary to pay the Participant’s Allocable Portion of the Costs of Issuance of such Bonds, and 
the Participant’s Allocable Portion of the other costs in connection with the issuance of such Bonds; 

(c) The Participant shall make Loan Repayments on the dates and in the amounts as set forth in the 
Loan Agreement; provided, however, if moneys on deposit in the Participant’s Applicable Debt Service Account of 
the Debt Service Fund and in the Participant’s Allocable Portion of the Debt Service Reserve Fund are in an amount 
sufficient to pay the principal of and interest on the Participant’s Allocable Portion of the Bonds Outstanding, no 
further Loan Repayments need be made by the Participant; 

(d) The fees of the Program Facilitator to be paid by the Participant pursuant to the Administration 
Agreement; 

(e) At least forty-five (45) days prior to any date on which the Redemption Price or purchase price of 
Bonds previously called for redemption or contracted to be purchased is to be paid exclusive of Bonds to be 
redeemed or purchased pursuant to Sinking Fund Installments, the Participant’s Allocable Portion of the amount 
required to pay the Redemption Price or purchase price of such Bonds; 

(f) The Annual Administrative Fee, through the final maturity date of the Bonds or until such Bonds 
are no longer Outstanding, as set forth in the Loan Agreement; 

(g) Promptly after notice from the Authority, but in any event not later than fifteen (15) days after 
such notice is given, the amount set forth in such notice as payable to the Authority (i) for the Participant’s 
Allocable Portion of the Authority Fee then unpaid, (ii) to reimburse the Authority for payments made by it pursuant 
to the penultimate paragraph under this heading and any expenses or liabilities incurred by the Authority pursuant to 
provisions of the Loan Agreement as described under the headings “Covenant as to Insurance” and “Taxes and 
Assessments” below and other provisions of the Loan Agreement relating to indemnity by the Participant, (iii) to 
reimburse the Authority for the Participant’s Allocable Portion of any external costs or expenses incurred by it 
attributable to the issuance of the Bonds of a Series, (iv) to reimburse the Authority for any external costs or 
expenses incurred by it attributable to the financing or construction of the Project, including, but not limited to, costs 
and expenses of insurance and auditing, (v) for the costs and expenses incurred by the Authority to compel full and 
punctual performance by the Participant of all the provisions of the Loan Agreement, of the Intercept Agreement, of 
the Resolution or of the Series Resolution in accordance with the terms of the Loan Agreement and thereof, and 
(vi) for the Participant’s Allocable Portion of the fees and expenses of the Trustee and any Paying Agent in 
connection with performance of their duties under the Resolution or the Series Resolution; 

(h) Promptly upon demand by the Authority (a copy of which demand shall be furnished to the 
Trustee), all amounts required to be paid by the Participant as a result of an acceleration pursuant to the Loan 
Agreement; and 
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(i) Promptly upon demand by the Authority, the difference between the amount on deposit in the 
Participant’s Allocable Portion of the Arbitrage Rebate Fund or otherwise available therefor under the Resolution 
for the payment of any rebate required by the Code to be made and the Participant’s Allocable Portion of the amount 
required to be rebated to the Department of the Treasury of the United States of America in accordance with the 
Code in connection with the Bonds, and any fees or expenses incurred by the Authority in connection therewith 
including those of any rebate analyst or consultant engaged by the Authority. 

Subject to the provisions of the Loan Agreement and of the Resolution or the Series Resolution, the 
Participant shall receive a credit against the amount required to be paid by the Participant during a Bond Year 
pursuant to paragraph (c) above on account of a Sinking Fund Installment if, prior to the date notice of redemption is 
given pursuant to the Resolution with respect to Bonds to be redeemed through a Sinking Fund Installment payable 
on the next succeeding July 1, the Participant delivers to the Trustee for cancellation one or more Bonds of the 
Series and maturity to be so redeemed on such July 1.  The amount of the credit shall be equal to the principal 
amount of the Bonds so delivered. 

The Authority directs the Participant, and the Participant agrees, to make the payments required by 
paragraphs (c), (e) and (h) above directly to the Trustee for deposit in the Applicable Debt Service Account of the 
Debt Service Fund and application in accordance with the Resolution or the Series Resolution, the payments 
required by paragraph (b) above directly to the Trustee for deposit in the Applicable Project Loan Account of the 
Project Loan Fund or other fund established under the Resolution or the Series Resolution, as directed by the 
Authority, the payments required by paragraph (i) above directly to the Trustee for deposit in the Arbitrage Rebate 
Fund, and the payments required by paragraphs (a), (f) and (g) above directly to the Authority. 

Notwithstanding the foregoing, to the extent the Authority shall have received payment of Pledged 
Revenues on account of the payments required by paragraphs (c), (e), (h) and (i) above, such amounts received shall 
be credited against any payments due from the Participant with respect to its obligations under the Loan Agreement 
and are Revenues which shall be paid by the Authority to the Trustee.  To the extent the Authority shall have 
received Pledged Revenues on account of the payments required by paragraphs (a), (f) and (g) above, such amounts 
received shall be credited against any payments due from the Participant with respect to its obligations under the 
Loan Agreement, and shall be retained by the Authority. 

Notwithstanding any provision in the Loan Agreement or in the Resolution or the Series Resolution to the 
contrary (except as otherwise specifically provided for in provisions described under this heading), (i) all moneys 
paid by the Participant to the Trustee pursuant to paragraphs (c), (e) and (h) above (other than moneys received by 
the Trustee pursuant to the Resolution which shall be retained and applied by the Trustee for its own account) shall 
be received by the Trustee as agent for the Authority in satisfaction of the Participant’s indebtedness to the 
Authority with respect to the interest on and principal or Redemption Price of the Bonds to the extent of such 
payment and (ii) the transfer by the Trustee of any moneys (other than moneys described in clause (i) of this 
subdivision) held by it in the Applicable Project Loan Account of the Project Loan Fund to the Applicable Debt 
Service Account of the Debt Service Fund in accordance with the applicable provisions of the Loan Agreement or of 
the Resolution shall be deemed, upon such transfer, receipt by the Authority from the Participant of a payment in 
satisfaction of the Participant’s indebtedness to the Authority with respect to the Participant’s Applicable Portion of 
the Redemption Price of the Bonds to the extent of the amount of moneys transferred.  Immediately after receipt or 
transfer of such moneys, as the case may be, by the Trustee, the Trustee shall hold such moneys in trust in 
accordance with the applicable provisions of the Resolution for the sole and exclusive benefit of the Bondholders, 
regardless of the actual due date or payment date of any payment to the Bondholders, except in respect to the 
payment to the Participant by the Trustee as provided for in the Resolution. 

The obligations of the Participant to make payments or cause the same to be made under the Loan 
Agreement shall be absolute and unconditional and the amount, manner and time of making such payments shall not 
be decreased, abated, postponed or delayed for any cause or by reason of the happening or non-happening of any 
event, irrespective of any defense or any right of set-off, recoupment or counterclaim which the Participant may 
otherwise have against the Authority, the Trustee or any Bondholder for any cause whatsoever including, without 
limiting the generality of the foregoing, failure of the Participant to complete the Project or the completion thereof 
with defects, failure of the Participant to occupy or use the Project, any declaration or finding that the Bonds of any 
Series are or the Resolution or the Series Resolution is invalid or unenforceable or any other failure or default by the 
Authority or the Trustee; provided, however, that nothing in the Loan Agreement shall be construed to release the 
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Authority from the performance of any agreements on its part therein contained or any of its other duties or 
obligations, and in the event the Authority shall fail to perform any such agreement, duty or obligation, the 
Participant may institute such action as it may deem necessary to compel performance or recover damages for non-
performance.  Notwithstanding the foregoing, the Authority shall have no obligation to perform its obligations under 
the Loan Agreement to cause advances to be made to reimburse the Participant for, or to pay, the Costs of the 
Project beyond the extent of moneys in the Applicable Project Loan Account of the Project Loan Fund established 
for such Project. 

The Loan Agreement and the obligation of the Participant to make payments thereunder are general 
obligations of the Participant. 

The Authority, for the convenience of the Participant, shall furnish to the Participant statements of the due 
date, purpose and amount of payments to be made pursuant to the Loan Agreement.  The failure to furnish such 
statements shall not excuse non-payment of the amounts payable under the Loan Agreement at the time and in the 
manner provided thereby. 

The Authority shall have the right in its sole discretion to make on behalf of the Participant any payment 
required pursuant to the provisions of the Loan Agreement as described under this heading which has not been made 
by the Participant when due; provided, that notice of such payment is immediately made to the Participant.  No such 
payment by the Authority shall limit, impair or otherwise affect the rights of the Authority under the provisions of 
the Loan Agreement described under the heading “Defaults and Remedies” below arising out of the Participant’s 
failure to make such payment and no payment by the Authority shall be construed to be a waiver of any such right or 
of the obligation of the Participant to make such payment. 

The Participant, if there is not then an Event of Default under the Loan Agreement, shall have the right to 
make voluntary payments in any amount to the Trustee.  In the event of a voluntary payment, the amount so paid 
shall be deposited in accordance with the written directions of the Authority in the Applicable Debt Service Account 
of the Debt Service Fund or held by the Trustee for the payment of Bonds or portions thereof in accordance with the 
Resolution.  Upon any voluntary payment by the Participant or any deposit in the Applicable Debt Service Account 
of the Debt Service Fund made as described in the fifth paragraph above, the Authority agrees to direct the Trustee 
in writing to purchase or redeem Bonds or portions thereof in accordance with the Resolution or to give the Trustee 
irrevocable written instructions in accordance with defeasance provisions of the Resolution; provided, however, that 
in the event such voluntary payment is in the sole judgment of the Authority sufficient to prepay the Loan under the 
Loan Agreement and to pay all other amounts then due thereunder, and to purchase or redeem the Participant’s 
Allocable Portion of the Bonds Outstanding, or to pay or provide for the payment of the Participant’s Allocable 
Portion of the Bonds Outstanding in accordance with defeasance  provisions of the Resolution, the Authority agrees, 
in accordance with the instructions of the Participant, to direct the Trustee in writing to purchase or redeem the 
Participant’s Allocable Portion of the Bonds Outstanding, or to cause the Participant’s Allocable Portion of the 
Bonds Outstanding to be paid or to be deemed paid in accordance with defeasance provisions of the Resolution. 

Notwithstanding anything in the Loan Agreement or in the Resolution to the contrary, the Participant’s 
Loan Repayment schedule set forth in the Loan Agreement may be amended from time to time by the Participant 
and the Authority to reflect changes in the Participant’s Allocable Portion of the Bonds Outstanding caused by 
voluntary payments by the Participant, early redemptions, legal defeasances or otherwise.  At the time of any such 
amendment, the Participant’s Loan Repayments set forth in the amended schedule will be recalculated in the same 
manner as when the Bonds were originally issued while accounting for the change to the Participant’s Allocable 
Portion of the Bonds Outstanding. 

(Section 9) 

Debt Service Reserve Fund 

The Participant agrees that it will at all times maintain on deposit in the Debt Service Reserve Fund an 
amount at least equal to the Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement as set 
forth in the Loan Agreement, provided that the Participant shall be required to deliver moneys or Permitted 
Investments to the Trustee for deposit in the Debt Service Reserve Fund as a result of a deficiency in such Fund 
within (5) days after the notice required by the Series Resolution is received. 
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The Participant may deliver to the Trustee a Reserve Fund Facility for all or any part of the Participant’s 
Allocable Portion of the Debt Service Reserve Fund Requirement in accordance with and to the extent permitted by 
the Series Resolution.  Whenever a Reserve Fund Facility has been delivered to the Trustee and the Participant is 
required to restore the Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement, it shall 
reimburse directly, or pay to the Authority an amount sufficient to reimburse, the Facility Provider in order to cause 
the Reserve Fund Facility provided by the Participant or Participant’s Allocable Portion of the Reserve Fund Facility 
to be restored to the amount of the Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement or 
shall then deliver additional moneys or Permitted Investments necessary to restore the Debt Service Reserve Fund to 
the Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement. 

The delivery to the Trustee of Permitted Investments or Reserve Fund Facility from time to time made by 
the Participant pursuant to the Loan Agreement as described under this heading shall constitute a pledge thereof, and 
shall create a security interest therein, for the benefit of the Authority to secure performance of the Participant’s 
obligations under the Loan Agreement and for the benefit of the Trustee to secure the performance of the obligations 
of the Authority under the Resolution.  The Participant authorizes the Authority pursuant to the Resolution to pledge 
such Permitted Investments or Reserve Fund Facility to secure payment of the principal, Sinking Fund Installments, 
if any, and Redemption Price of, and interest on, the Bonds, whether at maturity, upon acceleration or otherwise, and 
the fees and expenses of the Trustee, and to make provision for and give directions with respect to the custody, 
reinvestment and disposition thereof in any manner not inconsistent with the terms of the Loan Agreement and of 
the Resolution or the Series Resolution. 

All Permitted Investments deposited with the Trustee pursuant to the Loan Agreement as described under 
this heading, other than United States Treasury Certificates of Indebtedness State and Local Government Series 
(“SLGs”) (subject to provisions for registration thereof), and the principal thereof and the interest, dividends or other 
income payable with respect thereto shall be payable to bearer or to the registered owner.  All such Permitted 
Investments in registered form shall be registered in the name of the Trustee (in its fiduciary capacity) or its 
nominee.  Record ownership of all such Permitted Investments shall be transferred promptly following their delivery 
to the Trustee into the name of the Trustee (in its fiduciary capacity) or its nominee.  The Participant appoints the 
Trustee its lawful attorney-in-fact for the purpose of effecting such registrations and transfers. 

The Participant agrees that upon each delivery to the Trustee of Permitted Investments, whether initially or 
upon later delivery or substitution, the Participant shall deliver to the Authority and the Trustee a certificate of an 
Authorized Officer of the Participant to the effect that the Participant warrants and represents that the Permitted 
Investments delivered by the Participant (i) are on the date of delivery thereof free and clear of any lien, pledge, 
charge, security interest or other encumbrance or any statutory, contractual or other restriction that would be 
inconsistent with or interfere with or prohibit the pledge, application or disposition thereof as contemplated by the 
Loan Agreement, by the Series Resolution or by the Resolution and (ii) are pledged under the Loan Agreement 
pursuant to appropriate corporate action of the Participant duly had and taken. 

Prior to the initial delivery of Permitted Investments (other than moneys) to the Trustee pursuant to the 
Loan Agreement as described under this heading, and upon any later delivery or substitution, the Participant will, at 
its cost and expense, provide to the Authority and the Trustee a written opinion of counsel satisfactory to the 
Authority to the effect that the Participant has full corporate power and authority to pledge such Permitted 
Investments as security in accordance with the Loan Agreement, such Permitted Investments have been duly 
delivered by the Participant to the Trustee, such delivery creates a valid and binding pledge and security interest 
therein in accordance with the terms thereof and of the Resolution, and nothing has come to the attention of such 
counsel that would lead it to believe that the Permitted Investments delivered by the Participant are not free and 
clear of all liens, pledges, encumbrances and security interests or are subject to any statutory, contractual or other 
restriction which would invalidate or render unenforceable the pledge and security interest therein, or the application 
or disposition thereof, contemplated by the Loan Agreement or by the Resolution. 

(Section 10) 

Security Interest in Pledged Revenues 

As security for the payment of all liabilities and the performance of all obligations of the Participant 
pursuant to the Loan Agreement, the Participant does continuously pledge, grant a security interest in, and assign to 
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the Authority the Pledged Revenues, together with the Participant’s right to receive and collect the Pledged 
Revenues and the proceeds of the Pledged Revenues. This pledge, grant of a security interest in and assignment of 
the Pledged Revenues shall be subordinate only to the Prior Pledges. 

The Participant represents and warrants that no part of the Pledged Revenues or any right to receive or 
collect the same or the proceeds thereof is subject to any lien, pledge, security interest or assignment, other than the 
Prior Pledges, and that the Pledged Revenues assigned pursuant to the Loan Agreement are legally available to 
provide security for the Participant’s performance thereunder.  The Participant agrees that it shall not hereafter 
create or permit the creation of any pledge, assignment, encumbrance, restriction, security interest in or other 
commitment of or with respect to the Pledged Revenues which is prior or equal to the pledge made by the Loan 
Agreement as described under this heading. 

(Section 11) 

Collection of Pledged Revenues 

Commencing on the date on which the Bonds are first issued and continuing until the Loan is no longer 
outstanding, the Participant shall deliver (or cause to be delivered) to the Trustee for deposit in the Applicable Debt 
Service Account of the Debt Service Fund all Pledged Revenues (other than the amounts subject to the Prior 
Pledges) within ten (10) days following the Participant’s receipt thereof unless and until there is on deposit in the 
Applicable Debt Service Account of the Debt Service Fund an amount at least equal to the Participant’s Loan 
Repayment in the amount and on the date set forth in the Loan Agreement.  In the event that, pursuant to remedies 
provision of the Loan Agreement, the Authority notifies the Participant that account debtors are to make payments 
directly to the Authority or to the Trustee such payments shall be so made notwithstanding anything contained in the 
Loan Agreement as described in this paragraph, but the Participant shall continue to deliver to the Trustee for 
deposit in the Applicable Debt Service Account of the Debt Service Fund any payments received by the Participant 
with respect to the Pledged Revenues (other than such amounts as are subject to the Prior Pledges). 

Notwithstanding anything to the contrary in the paragraph above, in the event that, on or prior to the tenth 
(10th) day of any month, the Participant makes a payment to or upon the order of the Trustee, from its general funds 
or from any other money legally available to it for such purpose, for deposit in Applicable Debt Service Account of 
the Debt Service Fund in the amount which the Participant is required to pay to the Trustee pursuant to the Loan 
Agreement regarding Loan Repayments, the Participant shall not be required solely by virtue of the Loan Agreement 
as described in the paragraph above, to deliver Pledged Revenues to the Trustee for deposit in the Applicable Debt 
Service Account of the Debt Service Fund with respect to the amount due to be paid on the tenth (10th) day of such 
month; provided that, nothing contained in this paragraph shall abrogate the obligations of the Participant under the 
Loan Agreement as described in the last two paragraphs under this heading. 

Any Pledged Revenues collected by the Participant that are not required to be paid to the Trustee pursuant 
to the Loan Agreement as described under this heading or under the remedies provisions of the Loan Agreement, 
including any amounts to make up any deficiencies in any funds or accounts established pursuant to the Resolution 
or the Series Resolution, shall be free and clear of the security interest granted by the Loan Agreement and may be 
disposed of by the Participant for any of its corporate purposes provided that (a) no Event of Default, or event which 
with the passage of time or giving of notice, or both, would become an Event of Default, has occurred and is 
continuing or (b) there has not occurred a drawing of funds from the Debt Service Reserve Fund that has not been 
repaid by the Participant as required by the Loan Agreement or the Series Resolution. 

The Participant agrees to direct the payment of Pledged Revenues, otherwise payable to the Participant, to 
the Authority for deposit in the Debt Service Fund.  Pursuant to the Act and the Intercept Agreement, the Participant 
has assigned and pledged to the Authority the Pledged Revenues subject to the Prior Pledges.  In addition to the 
Intercept Agreement, the Participant agrees to execute and deliver, from time to time, such additional documents as 
may be required by the Authority, the Trustee, OPWDD, the State, a political subdivision (as defined in Section 100 
of the General Municipal Law), or any social services district in the State, to authorize or implement such payment 
of Pledged Revenues to the Authority or the Trustee in an amount sufficient to pay all amounts required to be paid 
under the Loan Agreement.  The Participant further acknowledges that OPWDD and all State and local officers are 
authorized and required to pay any such Pledged Revenues so assigned and pledged to the Authority in accordance 
with the Loan Agreement.  The Authority may periodically file a certificate with OPWDD, the State, a political 
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subdivision (as defined in Section 100 of the General Municipal Law), or any social services district in the State 
setting forth the amount of Pledged Revenues required to be paid to satisfy the obligations of the Participant under 
the Loan Agreement, which certificate may be amended by the Authority from time to time.  Copies of said 
certificate and any amendments thereto filed pursuant to this paragraph shall be delivered to the Trustee and the 
Participant. 

Unless and until an event described in the Loan Agreement as described in the second paragraph above 
shall have occurred, the Authority waives its right to collect those amounts payable to the Authority pursuant to the 
Loan Agreement as described in the paragraph above.  Upon the occurrence of an event described in Loan 
Agreement as described in the second paragraph above, the Authority may, in addition to all other remedies 
available to it pursuant to the Loan Agreement, cause the Pledged Revenues (subject to the Prior Pledges) to be 
deducted, withheld or paid directly to the Authority or the Trustee, as appropriate, in an amount sufficient to make 
all payments required to be made by the Participant under the Loan Agreement. 

(Section 12) 

Mortgage; Lien on Fixtures and Equipment 

With respect to each Project Property which is owned by the Participant, at or before the delivery by the 
Authority of the Bonds, the Participant shall execute and deliver to the Authority the Mortgage, in recordable form, 
mortgaging the Mortgaged Property to the Authority, subject only to Permitted Encumbrances.  As further security 
for the obligations and liabilities of the Participant under the Loan Agreement, the Participant shall grant the 
Authority a security interest in such fixtures, furnishings and equipment owned by the Participant which then are or 
thereafter will be located in or on any Mortgaged Property, together with all proceeds thereof and substitutions 
therefor.  Such security interest in such fixtures, furnishings and equipment shall be subject only to Permitted 
Encumbrances. 

With respect to each Project Property which is leased by the Participant, the Participant grants by the Loan 
Agreement the Authority a security interest in all furnishings and equipment located in or on or used or to be used in 
connection with the Project Property, excepting and excluding therefrom any furnishings and equipment held or 
used by the Participant as a lessee and any furnishings and equipment during the time when such furnishings and 
equipment are covered by perfected purchase money security interests in third parties.  With respect to such 
furnishings and equipment in which a security interest is granted by the Loan Agreement, the Loan Agreement 
constitutes a “security agreement” within the meaning of the Uniform Commercial Code.  Upon the occurrence of 
an Event of Default under the Loan Agreement, the Authority, in addition to any other rights and remedies which it 
may have, shall have and may exercise immediately and without demand, any and all rights and remedies granted to 
a secured party upon default under the Uniform Commercial Code. 

Prior to any assignment of the Mortgage to the Trustee in accordance with the terms of the Resolution, the 
Authority, without the consent of the Trustee or the Holders of Bonds, may consent to the amendment, modification, 
termination, subordination or satisfaction of the Mortgage and of any security interest in fixtures or equipment 
located in or on or used in connection with the Mortgaged Property and the property subject to the Mortgage or 
security interest may be released from the lien thereof, all upon such terms and conditions as the Authority may 
reasonably require.  Notwithstanding the foregoing, the Participant may remove fixtures or equipment from the 
Mortgaged Property provided that the Participant shall replace such fixtures or equipment with fixtures or equipment 
having equivalent value and utility. 

(Section 13) 

Warranty as to Title; Encumbrances; Title Insurance 

The Participant warrants and represents to the Authority that (i) it has good and marketable title to the 
Project and all Project Property, free and clear of liens and encumbrances, except Permitted Encumbrances, so as to 
permit it to have quiet enjoyment and use thereof for purposes of the Loan Agreement and the Participant’s 
programs and (ii) the Participant has such rights of way, easements or other rights in land as may be reasonably 
necessary for ingress and egress to and from the Project and all Project Property, for proper operation and utilization 
of such Project and such Project Property and for utilities required to serve such Project and such Project Property, 
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together with such rights of way, easements or other rights in, to and over land as may be necessary for construction 
by the Participant of each such Project. 

The Participant covenants that title to the Project and all Project Property shall be kept free from any 
encumbrances, liens or commitments of any kind, other than Permitted Encumbrances. 

The Participant warrants, represents and covenants that (i) the Project and all Project Property are and shall 
be serviced by all necessary utilities (including, to the extent applicable, without limitation, electricity, gas, water, 
sewer, steam, heating, air-conditioning and ventilation), and (ii) to the extent applicable, such Project and Project 
Property shall have its own separate and independent means of access, apart from any other property owned by the 
Participant or others.  Such access, however, may be through common roads or walks owned by the Participant used 
also for other parcels owned by the Participant. 

(Section 14) 

Consent to Pledge and Assignment by the Authority 

The Participant consents to and authorizes the assignment, transfer or pledge by the Authority to the 
Trustee of the Authority’s rights to receive the payments required to be made pursuant to the Loan Agreement as 
described in paragraphs (c), (e), and (h) under the heading “Financial Obligations of the Participant; General and 
Unconditional Obligations; Voluntary Payments” above, any or all security interests granted by the Participant under 
the Loan Agreement, including without limitation the security interest in the Pledged Revenues and the Permitted 
Investments delivered pursuant to the Loan Agreement and all funds and accounts established by the Resolution 
(other than the Arbitrage Rebate Fund) and pledged under the Resolution in each case to secure any payment or the 
performance of any obligation of the Participant under the Loan Agreement or arising out of the transactions 
contemplated by the Loan Agreement whether or not the right to enforce such payment or performance shall be 
specifically assigned by the Authority to the Trustee.  The Participant further agrees that the Authority may pledge 
and assign to the Trustee any and all of the Authority’s rights and remedies under the Loan Agreement.  Upon any 
pledge and assignment by the Authority to the Trustee authorized by the Loan Agreement, the Trustee shall be fully 
vested with all of the rights of the Authority so assigned and pledged and may thereafter exercise or enforce, by any 
remedy provided therefor thereby or by law, any of such rights directly in its own name.  Any such pledge and 
assignment shall be limited to securing the Participant’s obligations to make all payments required by the Loan 
Agreement and to performing all other obligations required to be performed by the Participant thereunder.  Any 
realization upon any pledge made or security interest granted by the Loan Agreement shall not, by operation of law 
or otherwise, result in cancellation or termination thereof or the obligations of the Participant thereunder. 

The Participant covenants, warrants and represents that it is duly authorized by all applicable laws, its 
charter or certificate of incorporation and by-laws to enter into the Loan Agreement, to incur the indebtedness 
contemplated by the Loan Agreement, to pledge, grant a security interest in and assign to the Authority and the 
Trustee, for the benefit of the Bondholders, the Pledged Revenues and the Permitted Investments delivered pursuant 
to the Loan Agreement in the manner and to the extent provided therein and in the Resolution.  The Participant 
further covenants, warrants and represents that any and all pledges, security interests in and assignments to the 
Authority and the Trustee for the benefit of the Bondholders, granted or made pursuant to the Loan Agreement are 
and shall be free and clear of any pledge, lien, charge, security interest or encumbrance prior thereto, or of equal 
rank therewith, other than the Prior Pledges and the Permitted Encumbrances, and that all corporate action on the 
part of the Participant and any parties related thereto, to that end has been duly and validly taken.  The Participant 
further covenants that the provisions of the Loan Agreement are and shall be valid and legally enforceable 
obligations of the Participant in accordance with their terms.  The Participant further covenants that it shall at all 
times, to the extent permitted by law, defend, preserve and protect the pledge, security interest in and assignment of 
the Pledged Revenues, Permitted Investments and Reserve Fund Facility delivered pursuant to the Loan Agreement 
and all of the rights of the Authority and Trustee for the benefit of the Bondholders under the Loan Agreement, 
under the Series Resolution, under the Resolution and under the Intercept Agreement against all claims and demands 
of all persons whomsoever.  The Participant further covenants, warrants and represents that the execution and 
delivery of the Loan Agreement and of the Intercept Agreement, and the consummation of the transactions 
contemplated and compliance with the provisions thereof, including, but not limited to, the assignment as security or 
the granting of a security interest in the Permitted Investments delivered to the Trustee pursuant to the Loan 
Agreement, do not violate, conflict with or result in a breach of any of the terms or provisions of, or constitute a 
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default under, the charter or certificate of incorporation or by-laws of the Participant (or any party related thereto) or 
any indenture or mortgage, or any trusts, endowments or other commitments or agreements to which the Participant 
(or any party related thereto) is party or by which it or any of its or their properties are bound, or any existing law, 
rule, regulation, judgment, order, writ, injunction or decree of any governmental authority, body, agency or other 
instrumentality or court having jurisdiction over the Participant, any party related thereto or any of its or their 
properties. 

(Section 15) 

Tax-Exempt Status 

The Participant represents that (i) it is an organization described in Section 501(c)(3) of the Code, or 
corresponding provisions of prior law, and is not a “private foundation,” as such term is defined under Section 
509(a) of the Code, (ii) it has received a letter or other notification from the Internal Revenue Service to that effect, 
(iii) such letter or other notification has not been modified, limited or revoked, (iv) it is in compliance with all terms, 
conditions and limitations, if any, contained in such letter or other notification, (v) the facts and circumstances 
which form the basis of such letter or other notification as represented to the Internal Revenue Service continue to 
exist, and (vi) it is exempt from federal income taxes under Section 501(a) of the Code.  The Participant agrees that 
(a) it shall not perform any act or enter into any agreement which shall adversely affect such federal income tax 
status and shall conduct its operations in the manner which will conform to the standards necessary to qualify the 
Participant as an organization within the meaning of Section 501(c)(3) of the Code or any successor provision of 
federal income tax law and (b) it shall not perform any act, enter into any agreement or use or permit the Project and 
the Project Property to be used in any manner, or for any trade or business or other non-exempt use unrelated to the 
purposes of the Participant, which could adversely affect the exclusion of interest on the Subseries 2015A-1 Bonds 
from federal gross income pursuant to Section 103 of the Code. 

(Section 16) 

Use of the Project; Restrictions on Religious Use 

The Participant agrees that, unless in the opinion of Bond Counsel the Project may be occupied or used 
other than as required by the Loan Agreement as described under this heading, at least ninety-five percent (95%) of 
the Project shall be occupied or used primarily by the Participant or members of the staff of the Participant or 
residents of the Project, as applicable, for activities related to the tax-exempt purposes of the Participant, or, on a 
temporary basis, persons connected with activities incidental to the operations of the Participant, subject to and 
consistent with the requirements of the Loan Agreement as described under this heading. 

Subject to the rights, duties and remedies of the Authority under the Loan Agreement, the Participant shall 
have sole and exclusive control of, possession of and responsibility for (i) the Project and all Project Property, (ii) 
the operation of the Project and all Project Property and supervision of the activities conducted therein or in 
connection with any part thereof, and (iii) the maintenance, repair and replacement of the Project and all Project 
Property. 

The Participant agrees that with respect to the Project or any portion thereof, so long as such Project or 
portion thereof exists and unless and until such Project or portion thereof is sold for the fair market value thereof, 
such Project or any portion thereof shall not be used for sectarian religious instruction or as a place of religious 
worship or in connection with any part of a program of a school or department of divinity for any religious 
denomination; provided, however, that the foregoing restriction shall not prohibit the free exercise of any religion; 
and, further provided, however, that if at any time hereafter, in the opinion of Bond Counsel, the then applicable law 
would permit the Project or a portion thereof to be used without regard to the above stated restriction, said restriction 
shall not apply to such Project and each portion thereof.  The Authority and its agents may conduct such inspections 
as the Authority deems necessary to determine whether the Project or any portion of real property thereof financed 
by Bonds is being used for any purpose proscribed by the Loan Agreement.  The Participant further agrees that prior 
to any disposition of any portion of the Project for less than fair market value, it shall execute and record (or cause to 
be executed and recorded) in the appropriate real property records an instrument subjecting, to the satisfaction of the 
Authority, the use of such portion of such Project to the restriction that (i) so long as such portion of such Project 
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(and, if included in such Project, the real property on or in which such portion of such Project is situated) shall exist 
and the Bonds allocable to such Project remain Outstanding and (ii) until such portion of such Project is sold or 
otherwise transferred to a Person who purchases the same for the fair market value thereof at the time of such sale or 
transfer, such portion of such Project shall not be used for sectarian religious instruction or as a place of religious 
worship or used in connection with any part of the program of a school or department of divinity of any religious 
denomination.  The instrument containing such restriction shall further provide that such restriction may be enforced 
at the instance of the Authority or the Attorney General of the State, by a proceeding in any court of competent 
jurisdiction, by injunction, mandamus or by other appropriate remedy.  The instrument containing such restriction 
shall also provide that if at any time thereafter, in the opinion of Bond Counsel, the then applicable law would 
permit such portion of such Project, or, if included in such Project, the real property on or in which such portion is 
situated, to be used without regard to the above stated restriction, then said restriction shall be without any force or 
effect.  For the purposes of this heading an involuntary transfer or disposition of the Project or a portion thereof, 
upon foreclosure or otherwise, shall be considered a sale for the fair market value thereof. 

(Sections 20 and 21) 

Covenant as to Insurance 

The Participant agrees to maintain or cause to be maintained insurance with insurance companies or by 
means of self-insurance, insurance of such type, against such risks and in such amounts as are customarily carried by 
organizations located in the State of a nature similar to that of the Participant, which insurance shall include property 
damage, fire and extended coverage, public liability and property damage liability insurance in amounts estimated to 
indemnify the reasonably anticipated damage, loss or liability, subject to reasonable deductible provisions. The 
Participant shall at all times also maintain worker’s compensation coverage and disability benefits insurance 
coverage as required by the laws of the State. 

(Section 23) 

Damage or Condemnation 

In the event of a taking of the Project or the Project Property or any portion thereof by eminent domain or 
of condemnation, damage or destruction affecting all or part of the Project or the Project Property, then and in such 
event the entire proceeds of any insurance, condemnation or eminent domain award shall be paid upon receipt 
thereof by the Participant or the Authority to the Trustee for deposit in the Applicable Project Loan Account of the 
Project Loan Fund, and 

(a) if within 120 days from the receipt by the Authority of actual notice or knowledge of such 
occurrence, the Participant and the Authority agree in writing that the Project, the Project Property or the affected 
portion thereof shall be repaired, replaced or restored, the Participant shall proceed to repair, replace or restore the 
Project, the Project Property or the affected portion thereof, including all fixtures, furniture, equipment and effects, 
to its original condition insofar as possible with such changes and additions as shall be appropriate to the needs of 
the Participant and approved in writing by the Authority.  The funds required for such repair, replacement or 
restoration shall be paid from time to time as the work progresses, subject to such conditions and limitations as the 
Authority may reasonably impose, from the proceeds of insurance, condemnation or eminent domain awards 
received by reason of such occurrence or from funds to be provided by the Participant; or 

(b) if no agreement for the repair, restoration or replacement of the Project, the Project Property or the 
affected portion thereof shall be reached by the Authority and the Participant within such 120 day period, all 
respective proceeds (other than the proceeds of builders’ risk insurance which shall be deposited pursuant to the 
Resolution and the Series Resolution) shall be transferred from the Applicable Project Loan Account of the Project 
Loan Fund in which such proceeds were deposited to the Applicable Debt Service Account of the Debt Service Fund 
for the redemption at par, at the option of the Authority, of Bonds on any future interest payment date. 

(Section 24) 
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Taxes and Assessments 

The Participant shall pay or cause to be paid when due at its own expense, and hold the Authority harmless 
from, all taxes, assessments, water and sewer charges and other impositions, if any, which may be levied or assessed 
upon the Project or the Project Property or any part thereof, and upon all ordinary costs of operating, maintaining, 
renovating, repairing and replacing the Project and the Project Property and its equipment.  The Participant shall file 
or cause to be filed exemption certificates as required by Governmental Requirements.  The Participant agrees to 
exhibit to the Authority within ten (10) days after written demand by the Authority, certificates or receipts issued by 
the appropriate authority showing full payment of all taxes, assessments, water and sewer charges and other 
impositions; provided, however, that the good faith contest of such impositions shall be deemed to be complete 
compliance with the requirements of the Loan Agreement if the Participant deposits with the Authority the full 
amount of such contested impositions.  Notwithstanding the foregoing, the Authority, in its sole discretion, after 
notice in writing to the Participant, may pay (such payment shall be made under protest if so requested by the 
Participant) any such charges, taxes and assessments if, in the reasonable judgment of the Authority, the Project or 
the Project Property, or any part thereof, would be in substantial danger by reason of the Participant’s failure to pay 
such charges, taxes and assessments of being sold, attached, forfeited, foreclosed, transferred, conveyed, assigned or 
otherwise subjected to any proceeding, equitable remedy, lien, charge, fee or penalty that would impair (i) the 
interests or security of the Authority under the Loan Agreement, under the Series Resolution, under the Resolution 
or under the Mortgage; (ii) the ability of the Authority to enforce its rights under the Loan Agreement or thereunder; 
(iii) the ability of the Authority to fulfill the terms of any covenants or perform any of its obligations under the Loan 
Agreement, under the Series Resolution or under the Resolution; or (iv) the ability of the Participant to fulfill the 
terms of the covenants or perform any of its obligations under the Loan Agreement, under the Series Resolution, and 
the Participant agrees to reimburse the Authority for any such payment, with interest thereon from the date payment 
was made by the Authority at a rate equal to the highest rate of interest payable on any investment held for the Debt 
Service Fund on the date such payment was made by the Authority. 

(Section 25) 

Reports Relating to the Project or the Project Property, Financial Information and Financial Covenants 

The Participant shall, if and when requested by the Authority, render to the Authority and the Trustee 
reports with respect to all repairs, replacements, renovations, and maintenance made to the Project or the Project 
Property.  In addition, the Participant shall, if and when requested by the Authority, render such other reports 
concerning the condition of the Project or the Project Property as the Authority may request.  The Participant shall 
also furnish annually, not later than one hundred and eighty (180) days after the end of the Participant’s Fiscal Year, 
to the Trustee, the Program Facilitator, the Underwriter, the Authority and to such other parties as the Authority may 
reasonably designate, including rating services, copies of its financial statements audited by an independent public 
accountant selected by the Participant and acceptable to the Authority and prepared in conformity with generally 
accepted accounting principles applied on a consistent basis, except that such audited financial statements may 
contain such changes as are concurred in by such accountants, and such other statements, reports and schedules 
describing the finances, operation and management of the Participant and such other information as may be 
reasonably required by the Authority.  The Trustee shall have no obligation or duty to review any financial 
statements (audited or otherwise) filed with it and shall not be deemed to have notice of the content of such 
statements or a default based on such content and shall have no obligation or duty to verify the accuracy of such 
statements. 

Furthermore, the Participant shall also furnish annually, not later than one hundred and eighty (180) days 
after the end of the Participant’s Fiscal Year, to the Authority, the Underwriter and the Trustee a certificate of an 
Authorized Officer of the Participant stating whether the Participant is in compliance with the provisions the Loan 
Agreement. 

The Participant covenants that it has maintained in its current Fiscal Year and it will maintain in each Fiscal 
Year subsequent to the date of delivery of the Loan Agreement Total Net Revenues Available for Debt Service 
sufficient to produce in each Fiscal Year a Total Debt Service Coverage Ratio of not less than 1.00 to 1.00; 
provided, however, that failure by the Participant in any Fiscal Year to demonstrate compliance with the Total Debt 
Service Coverage Ratio shall not constitute an Event of Default under the Loan Agreement if the Participant delivers 
to the Authority, the Underwriter and the Trustee, by the last day of the next succeeding Fiscal Year, a certificate of 
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an Authorized Officer of the Participant along with a schedule or schedules demonstrating compliance with the 
Total Debt Service Coverage Ratio for a rolling 12-month period ending no earlier than 90 days after the end of the 
Fiscal Year for which the Participant is unable to demonstrate compliance. 

The Participant may not incur any additional Indebtedness (including, but not limited to, guarantees or 
derivatives in the form of credit default swaps or total-rate-of-return swaps or similar instruments), without the prior 
written consent of the Authority, except for the following: 

(a) Indebtedness (other than for working capital, other than installment purchase payments payable 
under installment sale agreements and other than rents payable under lease agreements) incurred in the ordinary 
course of the Participant’s business for its current operations including the maintenance and repair of its property, 
advances from third party payors and obligations under reasonably necessary employment contracts, 

(b) Indebtedness in the form of rentals under leases which are not required to be capitalized in 
accordance with generally accepted accounting principles in effect on the date of issuance of the Bonds, 

(c) Indebtedness in which recourse to the Participant for repayment is expressly limited to proceeds 
from the sale, lease or foreclosure of any tangible property of the Participant other than the Project Property, 

(d) Non-PPA Indebtedness to the extent that the Participant has delivered to the Authority and the 
Trustee a certificate signed by the Participant’s chief executive officer or chief financial officer demonstrating a 
Total Debt Service Coverage Ratio of not less than 1.25 to 1.00 for the most recent Fiscal Year for which audited 
financial statements exist.  In preparing its calculations of the required ratios, the Participant’s representative or the 
independent certified public accountant, as applicable, shall include the proposed debt service requirements with 
respect to the Non-PPA Indebtedness to be issued, 

(e) Indebtedness to finance a PPA Facility, and 

(f) short-term Indebtedness for working capital purposes, provided, however, that such Indebtedness 
may, to the extent secured by the Participant’s Accounts Receivables, be secured by no more than ninety percent 
(90%) of the Participant’s Accounts Receivables. 

(Section 26) 

Defaults and Remedies 

As used in the Loan Agreement, the term “Event of Default” shall mean: 

(a) the Participant shall default in the timely payment of any amount payable pursuant to the Loan 
Agreement as described under the heading “Financial Obligations of the Participant; General and Unconditional 
Obligation; Voluntary Payments” or in the payment of any other amounts required to be delivered or paid in 
accordance with the Loan Agreement, the Series Resolution or the Resolution or in the timely payment of any 
amount payable pursuant to any loan agreement with the Authority or any agreement with any lender with respect to 
the Project Property or Public Funds, and such default continues for a period in excess of seven (7) days; 

(b) the Participant shall default in the due and punctual performance of any other covenant contained 
in the Loan Agreement (except as set forth in paragraph (d) below) and such default continues for thirty (30) days 
after written notice requiring the same to be remedied shall have been given to the Participant by the Authority or 
the Trustee; 

(c) as a result of any default in payment or performance required of the Participant under the Loan 
Agreement or any Event of Default under the Loan Agreement, whether or not declared, continuing or cured, the 
Authority shall be in default in the payment or performance of any of its obligations under the Resolution or an 
“event of default” (as defined in the Resolution) shall have been declared under the Resolution so long as such 
default or event of default shall remain uncured or the Trustee or Holders of the Bonds shall be seeking the 
enforcement of any remedy under the Resolution as a result thereof; 
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(d) the Participant shall have violated the applicable provisions of regulations or the covenants set 
forth in the Loan Agreement with respect to compliance with all Government Requirements or shall fail to continue 
to operate the Project Property as a certified program for the developmentally disabled in accordance with a valid 
operating certificate duly issued by OPWDD, and the Participant, subsequent to 15 days after written notice shall 
have been given to the Participant by OPWDD or the Authority requiring the same to be remedied, fails to remedy 
such violation or such failure to operate such certified program; 

(e) the Participant shall (i) be generally not paying its debts as they become due, (ii) file, or consent 
by answer or otherwise to the filing against it of, a petition under the United States Bankruptcy Code or under any 
other bankruptcy or insolvency law of any jurisdiction, (iii) make a general assignment for the benefit of its 
creditors, (iv) consent to the appointment of a custodian, receiver, trustee or other officer with similar powers of 
itself or of any substantial part of its property, (v) be adjudicated insolvent or be liquidated or (vi) take corporate 
action for the purpose of any of the foregoing; 

(f) a court or governmental authority of competent jurisdiction shall enter an order appointing, 
without consent by the Participant, a custodian, receiver, trustee or other officer with similar powers with respect to 
it or with respect to any substantial part of its property, or an order for relief shall be entered in any case or 
proceeding for liquidation or reorganization or otherwise to take advantage of any bankruptcy or insolvency law of 
any jurisdiction, or ordering the dissolution, winding-up or liquidation of the Participant, or any petition for any such 
relief shall be filed against the Participant and such petition shall not be dismissed within ninety (90) days; 

(g) the charter or certificate of incorporation of the Participant shall be suspended or revoked; 

(h) a petition to dissolve the Participant shall be filed by the Participant with the legislature of the 
State or other governmental authority having jurisdiction over the Participant; 

(i) an order of dissolution of the Participant shall be made by the legislature of the State or other 
governmental authority having jurisdiction over the Participant, which order shall remain undismissed or unstayed 
for an aggregate of thirty (30) days; 

(j) a petition shall be filed with a court having jurisdiction for an order directing the sale, disposition 
or distribution of all or substantially all of the property belonging to the Participant which petition shall remain 
undismissed or unstayed for an aggregate of ninety (90) days; 

(k) an order of a court having jurisdiction shall be made directing the sale, disposition or distribution 
of all or substantially all of the property belonging to the Participant, which order shall remain undismissed or 
unstayed for an aggregate of thirty (30) days; 

(l) a final judgment for the payment of money, which in the judgment of the Authority will adversely 
affect the rights of the Bondholders, shall be rendered against the Participant and at any time after forty-five (45) 
days from the entry thereof, (i) such judgment shall not have been discharged or (ii) the Participant shall not have 
taken and be diligently prosecuting an appeal therefrom or from the order, decree or process upon which or pursuant 
to which such judgment shall have been granted or entered, and shall not have caused, within thirty (30) days, the 
execution of or levy under such judgment, order, decree or process for the enforcement thereof, to have been stayed 
pending determination of such appeal; or 

(m) the Participant shall default in the payment of any indebtedness or guaranty aggregating at least 
$500,000 when due, or shall default in the performance of any other obligations in connection with any indebtedness 
or guaranty aggregating at least $500,000 which default entitles the holder of such indebtedness or guaranty to 
accelerate the Participant’s obligations thereunder. 

Upon the occurrence of an Event of Default the Authority may take any one or more of the following 
actions: 

(a) declare all sums payable by the Participant under the Loan Agreement immediately due and 
payable;  
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(b) direct the Trustee to withhold any and all payments, advances and reimbursements from the 
proceeds of the Loan or the Applicable Project Loan Account of the Project Loan Fund or otherwise to which the 
Participant may otherwise be entitled under the Loan Agreement and in the Authority’s sole discretion, apply any 
such proceeds or moneys for such purposes as are authorized by the Resolution; 

(c) withhold any or all further performance under the Loan Agreement; 

(d) maintain an action against the Participant under the Loan Agreement to recover any sums payable 
by the Participant or to require its compliance with the terms of the Loan Agreement; 

(e) permit, direct or request the Trustee to liquidate all or any portion of the assets comprising the 
Participant’s Allocable Portion of the Debt Service Reserve Fund by selling the same at public or private sale in any 
commercially reasonable manner and apply the proceeds thereof and any dividends or interest received on 
investments thereof to the payment of the principal, Sinking Fund Installments, if any, or Redemption Price of and 
interest on the Participant’s Allocable Portion of the Bonds, or any other obligation or liability of the Participant or 
the Authority arising herefrom, from the Series Resolution or from the Resolution; 

(f) realize upon any security interest which the Authority may then have in the pledge and assignment 
of the Pledged Revenues and the rights to receive the same, whether pursuant to the Intercept Agreement or 
otherwise, all to the extent provided in the Loan Agreement as described under the headings “Security Interest in 
Pledged Revenues” and “Collection of Pledged Revenues” above, by any one or more of the following actions: (i) 
enter the Project or the property of the Participant and examine and make copies of the financial books and records 
of the Participant relating to the Pledged Revenues and, to the extent of the assigned Pledged Revenues, take 
possession of all checks or other orders for payment of money and moneys in the possession of the Participant 
representing Pledged Revenues or proceeds thereof; (ii) [Reserved]; (iii) [Reserved]; (iv) require the Participant to 
deposit all moneys, checks or other orders for the payment of money which represent Pledged Revenues in an 
amount equal to the Pledged Revenues assigned under the Loan Agreement within five (5) Business Days after 
receipt of written notice of such requirement, and thereafter as received, into a fund or account to be established for 
such purpose by the Authority, provided that the moneys in such fund or account shall be applied by the Authority to 
the payment of any of the obligations of the Participant under the Loan Agreement including the fees and expenses 
of the Authority; and provided further that the Authority in its sole discretion may authorize the Participant to make 
withdrawals from such fund or account for its corporate purposes; and provided further that the requirement to make 
such deposits shall cease and the balance of such fund or account shall be paid to the Participant when all Events of 
Default under the Loan Agreement by the Participant have been cured; (v) forbid the Participant to extend, 
compromise, compound or settle any accounts receivable or contract rights which represent any unpaid assigned 
Pledged Revenues, or release, wholly or partly, any Person liable for the payment thereof (except upon receipt of the 
full amount due) or allow any credit or discount thereon; (vi) endorse in the name of the Participant any checks or 
other orders for the payment of money representing any unpaid assigned Pledged Revenues or the proceeds thereof; 
and (vii) follow the procedures for the collection of Pledged Revenues as provided in the Act and in the Loan 
Agreement as described under the heading “Collection of Pledged Revenues” above; 

(g) if applicable and to the extent permitted by law, (i) enter upon the Project and complete the 
construction of such Project in accordance with the plans and specifications with such changes therein as the 
Authority may deem appropriate and employ watchmen to protect such Project, all at the risk, cost and expense of 
the Participant, consent to such entry being given by the Participant; (ii) at any time discontinue any work 
commenced in respect of the construction of the Project or change any course of action undertaken by the 
Participant and not be bound by any limitations or requirements of time whether set forth in the Loan Agreement or 
otherwise; (iii) assume any construction contract made by the Participant in any way relating to the construction of 
the Project and take over and use all or any part of the labor, materials, supplies and equipment contracted for by the 
Participant, whether or not previously incorporated into the construction of the Project; and (iv) in connection with 
the construction of the Project undertaken by the Authority pursuant to the provisions of this paragraph (g), (x) 
engage builders, contractors, architects, engineers and others for the purpose of furnishing labor, materials and 
equipment in connection with the construction of the Project, (y) pay, settle or compromise all bills or claims which 
may become liens against the Project or against any moneys of the Authority applicable to the construction of the 
Project, or which have been or may be incurred in any manner in connection with completing the construction of the 
Project or for the discharge of liens, encumbrances or defects in the title to the Project or against any moneys of the 
Authority applicable to the construction of the Project, and (z) take or refrain from taking such action under the 
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Loan Agreement as the Authority may from time to time determine.  The Participant shall be liable to the Authority 
for all sums paid or incurred for construction of the Project whether the same shall be paid or incurred pursuant to 
the provisions of this paragraph (g) or otherwise, and all payments made or liabilities incurred by the Authority 
under the Loan Agreement of any kind whatsoever shall be paid by the Participant to the Authority upon demand.  
The Participant irrevocably constitutes and appoints the Authority its true and lawful attorney-in-fact to execute, 
acknowledge and deliver any instruments and to do and perform any acts in the name and on behalf of the 
Participant for the purpose of exercising the rights granted to the Authority by this subparagraph during the term of 
the Loan Agreement; 

(h) request OPWDD, in accordance with applicable statutes and regulations, to enter the Project, or 
replace the Participant with another operator, to take possession without judicial action of all real property contained 
in such Project and all personal property located in or on or used in connection with the Project, including 
furnishings and equipment thereon, and further including Pledged Revenues and cause to be operated thereon a 
certified program for the developmentally disabled within the Project Property in accordance with a valid operating 
certificate duly issued by OPWDD; 

(i) require the Participant to engage, at the Participant’s expense, a Management Consultant to review 
the rates, operations and management of the Participant and any other matter deemed appropriate by the Authority 
and make recommendations with respect to such rates, operations, management and other matters; and 

(j) take any legal or equitable action necessary to enable the Authority to realize on its liens under the 
Loan Agreement, under the Mortgage, or by law, including foreclosure of the Mortgage, and any other action or 
proceeding permitted by the terms of the Loan Agreement, by the Mortgage or by law. 

All rights and remedies in the Loan Agreement given or granted to the Authority are, to the extent 
permitted by law, cumulative, non-exclusive and in addition to any and all rights and remedies that the Authority 
may have or may be given by reason of any law, statute, ordinance or otherwise, and no failure to exercise or delay 
in exercising any remedy shall effect a waiver of the Authority’s right to exercise such remedy thereafter. 

At any time before the entry of a final judgment or decree in any suit, action or proceeding instituted on 
account of any Event of Default or before the completion of the enforcement of any other remedies under the Loan 
Agreement, the Authority may annul any declaration made pursuant to paragraph (a) above and its consequences if 
such Events of Default shall be cured.  No such annulment shall extend to or affect any subsequent default or impair 
any right consequent thereto. 

In the event of an Event of Default under the Loan Agreement as described in paragraph (d), (e), (f), (g), 
(h), (i), (j), (k) or (l) above shall have occurred and be continuing with respect to the Participant, or in the event that 
OPWDD shall have revoked the Participant’s license to operate as a qualified operator, the Participant shall exercise 
best efforts in accordance with all applicable laws and regulations, to facilitate the continued availability of its 
respective facilities for the benefit of its clients and patients including but not limited to cooperating with any 
OPWDD qualified service provider  in order to permit such service provider to assume the Participant’s liabilities 
and obligations to provide benefits to such clients and patients.  In furtherance of such purposes the Participant 
agrees to cooperate with all State regulatory agencies and acknowledges that the Authority’s enforcement of such 
cooperation constitutes an exercise of the police powers of the State for the public good of the citizens of the State. 

(Section 29) 

Arbitrage 

The Participant covenants that it shall take no action, nor shall it consent to the taking of any action, nor 
shall it fail to take any action or consent to the failure to take any action, the making of any investment or the use of 
the Loan, which would cause the Subseries 2015A-1 Bonds of any Series to be “arbitrage bonds” within the 
meaning of Section 148(a) of the Code, and any proposed or final regulations thereunder as are applicable to the 
Subseries 2015A-1 Bonds at the time of such action, investment or use.  The Participant (or any related person, as 
defined for purposes of Section 148 of the Code) shall not, pursuant to an arrangement, formal or informal, purchase 
Subseries 2015A-1 Bonds in an amount related to the amount of any obligation to be acquired from the Participant 
by the Authority, unless the Authority and the Trustee shall receive an opinion of Bond Counsel to the effect that the 
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purchase by the Participant or by a related person of Subseries 2015A-1 Bonds will not cause interest on the 
Subseries 2015A-1 Bonds to be included in the gross income of the owners of such Subseries 2015A-1 Bonds for 
purposes of federal income taxation.  The Participant will, on a timely basis, provide the Authority with all 
necessary information and funds not in the Authority’s possession, to enable the Authority to comply with the 
arbitrage and rebate requirements of the Code as identified in the Resolution.  The Participant shall be required to 
pay for any consultant or report necessary to satisfy any such arbitrage and rebate requirement.  The Participant 
covenants that it will not take any action or fail to take any action which would cause any representation or warranty 
of the Participant contained in the tax certificate then to be untrue and shall comply with all covenants and 
agreements of the Participant contained in the tax certificate, in each case to the extent required by and otherwise in 
compliance with such tax certificate.  In the event that the Authority is notified in writing that the Subseries 2015A-
1 Bonds or any transaction pertaining thereto is the subject of any Internal Revenue Service or Securities and 
Exchange Commission investigation, suit or order, it shall promptly give notice thereof to the Participant.  In the 
event that the Participant is notified in writing that the Subseries 2015A-1 Bonds or any transaction pertaining 
thereto is the subject of any Internal Revenue Service or Securities and Exchange Commission investigation, suit or 
order, it shall promptly give notice thereof to the Authority.  Upon the occurrence of such an event, the Participant 
and the Authority shall fully cooperate with one another and participate in all aspects of the conduct of the response 
thereto. 

(Section 40) 
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SUMMARY OF CERTAIN PROVISIONS OF THE RESOLUTIONS 

The following is a brief summary of certain provisions of the Resolution and the Series 2015A Resolution 
(collectively, the “Resolutions”).  This summary does not purport to be complete and reference is made to the 
Resolutions for full and complete statements of such and all provisions.  Defined terms used herein shall have the 
meanings ascribed to them in Appendix A or in the body of this Official Statement. 

Resolution and Bonds Constitute a Contract 

It is the intent of the Resolution to authorize the issuance by the Authority, from time to time, of its 
InterAgency Council Pooled Loan Program Revenue Bonds in one or more Series, each such Series to be authorized 
by a separate Series Resolution and, inter alia, to be separately secured from each other Series of Bonds. Each such 
Series of Bonds shall be separate and apart from any other Series of Bonds authorized by a different Series 
Resolution and the Holders of Bonds of such Series shall not be entitled to the rights and benefits conferred upon the 
Holders of Bonds of any other Series of Bonds by the respective Series Resolution authorizing such Series of Bonds. 
With respect to each Series of Bonds, in consideration of the purchase and acceptance of any and all of the Bonds of 
a Series authorized to be issued under the Resolution and under a Series Resolution by those who shall hold or own 
the same from time to time, the Resolution and any Applicable Series Resolution shall be deemed to be and shall 
constitute a contract among the Authority, the Trustee and the Holders from time to time of the Bonds of such 
Series, and the pledge and assignment made in the Resolution and the covenants and agreements set forth to be 
performed by or on behalf of the Authority shall be for the equal and ratable benefit, protection and security of the 
Holders of any and all of the Bonds of such Series, all of which, regardless of the time or times of their issuance or 
maturity, shall be of equal rank without preference, priority or distinction of any Bonds of such Series over any other 
Bonds of such Series except as expressly provided in the Resolution or permitted by the Resolution or by a Series 
Resolution. 

(Section 1.03) 

Assignment of Certain Rights and Remedies to the Trustee: Assignment of Mortgages 

With respect to each Series of Bonds, as security for the payment of the principal, Sinking Fund 
Installments, if any, and Redemption Price of, and interest on, the Outstanding Bonds of such Series and for the 
performance of each other obligation of the Authority under the Resolution and under an Applicable Series 
Resolution, the Authority may grant, pledge and assign to the Trustee all of the Authority’s estate, right, title, 
interest and claim in, to and under any and all of the Applicable Loan Agreements and any Applicable Mortgage, 
together with all rights, powers, security interests, privileges, options and other benefits of the Authority under any 
such Loan Agreement and such Mortgage, including, without limitation, the immediate and continuing right to 
receive, enforce and collect (and to apply the same in accordance herewith and with the Applicable Series 
Resolution) all Revenues, insurance proceeds, sales proceeds and other payments and other security now or hereafter 
payable to or receivable by the Authority under any such Loan Agreement or Mortgage, and the right to make all 
waivers and agreements in the name and on behalf of the Authority, as agent and attorney-in-fact, and to perform all 
other necessary and appropriate acts under any such Loan Agreement or Mortgage, subject to the following 
conditions:  (a) that the Holders of such Bonds shall not be responsible or liable in any manner or to any extent for 
the performance of any of the covenants or provisions thereof to be performed by the Authority; (b) that, unless and 
until the Trustee is assigned such Loan Agreement or Mortgage, and further, unless and until (i) an “Event of 
Default” (as defined in such Loan Agreement) shall have occurred and be continuing under such Loan Agreement, 
and (ii) the Trustee in its discretion shall so elect by instrument in writing delivered to the Authority and the 
Applicable Participant, the Trustee shall not be responsible or liable in any manner or to any extent for the 
performance of any of the covenants or provisions contained in such Loan Agreement or Mortgage to be performed 
by the Authority (except to the extent of actions undertaken by the Trustee in the course of its performance of any 
such covenant or provision); and (c) that such Mortgage may not be assigned by any party thereto without the 
written consent of the other parties thereto except to such Trustee as permitted by the Resolution; provided, 
however, that any grant, pledge and assignment of moneys, revenues, accounts, rights or other property of a 
Participant made with respect to such Loan Agreement or Mortgage pursuant to this paragraph shall secure only the 
payment of the amounts payable under such Loan Agreement and Mortgage.  Until such time as such Loan 
Agreement and Mortgage are assigned to the Trustee and the Trustee shall make the election provided for in this 
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paragraph, the Authority shall remain liable to observe and perform all the conditions and covenants in such Loan 
Agreement or Mortgage to be observed and performed by it. 

Upon the happening of (a) any withdrawal from any Participant’s Allocable Portion of the Debt Service 
Reserve Fund, if any, securing such Participant’s Allocable Portion of the Applicable Series of Bonds which has not 
been restored to such Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement within thirty 
(30) days after notice given in accordance with the Applicable Series Resolution has been received by the Authority, 
or (b) the occurrence of an event of default specified in paragraph (d) of under the caption “Events of Default“ in this 
Appendix F, the Authority shall assign to the Trustee for the benefit of the Bondholders of the Applicable Series all 
of its right, title and interest in and to the Mortgage, if any, of said non-performing Participant and in and to the 
rights of the Authority under the Applicable Loan Agreement to exercise any of the remedies provided thereby for 
the enforcement of the obligations of such Participant to make the payments thereunder, including the right to 
declare the indebtedness and all Loan Repayments thereunder immediately due and payable and to foreclose the lien 
of such Mortgage, as applicable; provided, however, that the Authority may retain the right to the payment of the 
fees, costs and expenses of the Authority payable pursuant to the Applicable Loan Agreement, the right to the 
indemnities provided thereby, the right to the payments, if any, required to be made pursuant to such indemnities 
and the right to exercise any of the remedies available thereunder for the enforcement of the obligations of such 
Participant, the rights to which have been retained by the Authority.  Such assignment shall be made by the 
execution and delivery to the Trustee of documents of assignment in form and substance reasonably acceptable to 
the Trustee.  If prior to the foreclosure of any such Mortgage, such Debt Service Reserve Fund has been restored to 
its Debt Service Reserve Fund Requirement, the Trustee shall, upon the request of the Authority, reassign to the 
Authority all right, title and interest in and to such Loan Agreement and said Mortgage assigned to it pursuant to this 
paragraph.  Any such reassignment shall be made by the execution and delivery to the Authority of documents of 
reassignment in form and substance reasonably acceptable to the Authority.   

In the event the Authority grants, pledges and assigns to the Trustee any of its rights as provided in above, 
the Trustee shall accept such grant, pledge and assignment, which acceptance shall be evidenced in writing and 
signed by an Authorized Officer of the Trustee.. 

 (Section 1.04) 

Additional Obligations 

The Authority reserves the right to issue bonds, notes or any other obligations or otherwise incur 
indebtedness pursuant to other and separate resolutions or agreements of the Authority, so long as such bonds, notes 
or other obligations are not, or such other indebtedness is not, except as provided in the Resolution, entitled to a 
charge, lien or right prior or equal to the charge or lien created by the Resolution and pursuant to a Series 
Resolution, or prior or equal to the rights of the Authority and Holders of Bonds of the Applicable Series of Bonds 
provided by the Resolution or with respect to the moneys pledged under the Resolution or pursuant to a Series 
Resolution. 

(Section 2.05) 

Pledge of Revenues 

Subject to the provisions of the first paragraph under the caption “Limitation on Revenues and Security 
Available for Payments After Certain Defaults; Priority of Payments After Default; Cancellation and Replacement 
of Certain Bonds” in this Appendix F, the proceeds from the sale of a Series of Bonds, the Applicable Revenues, the 
Authority’s security interest in the Applicable Pledged Revenues and all funds and accounts authorized by the 
Resolution and established pursuant to an Applicable Series Resolution, other than the Arbitrage Rebate Fund, are 
by the Resolution, subject to the terms of the Applicable Series Resolution, pledged and assigned to the Trustee as 
security for the payment of the principal, Sinking Fund Installments, if any, and Redemption Price of and interest on 
such Series of Bonds and as security for the performance of any other obligation of the Authority under the 
Resolution and under the Applicable Series Resolution, all in accordance with the provisions of the Resolution and 
the terms of the Applicable Series Resolution.  Unless otherwise provided in the Applicable Series Resolution, the 
pledge made by the Resolution shall relate only to the Bonds of a Series authorized by the Applicable Series 
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Resolution and no other Series of Bonds and such pledge shall not secure any other Series of Bonds.  The pledge 
made by the Resolution is valid, binding and perfected from the time when the pledge attaches and the proceeds of 
the sale of such Series of Bonds, the Applicable Revenues, the Authority’s security interest in the Applicable 
Pledged Revenues and all funds and accounts authorized by the Resolution and established pursuant to the 
Applicable Series Resolution which are pledged by the Resolution shall immediately be subject to the lien of such 
pledge without any physical delivery thereof or further act, and the lien of such pledge shall be valid, binding and 
perfected as against all parties having claims of any kind in tort, contract or otherwise against the Authority 
irrespective of whether such parties have notice thereof.  No instrument by which such pledge is created nor any 
financing statement need be recorded or filed.  Subject to the provisions of the first paragraph under the caption 
“Limitation on Revenues and Security Available for Payments After Certain Defaults; Priority of Payments After 
Default; Cancellation and Replacement of Certain Bonds” in this Appendix F, each Series of Bonds shall be special 
obligations of the Authority payable solely from and secured by a pledge of the proceeds from the sale of such 
Series of Bonds, the Applicable Revenues, the Authority’s security interest in the Applicable Pledged Revenues and 
the funds and accounts established by the Resolution and pursuant to the Applicable Series Resolution, which pledge 
shall constitute a first lien thereon, subject only, with respect to such Applicable Pledged Revenues, to the Prior 
Pledges. 

(Section 5.01) 

Establishment of Funds and Accounts 

Unless otherwise provided by the Applicable Series Resolution, the following funds are authorized to be 
established and shall be held and maintained for each Series of Bonds by the Trustee separate and apart from any 
other funds and accounts established and maintained pursuant to any other Series Resolution: 

Project Loan Fund; 
Debt Service Fund; and 
Arbitrage Rebate Fund. 

In addition to the funds and accounts listed above, the Series 2015A Resolution establishes a Debt Service 
Reserve Fund to be held and maintained by the Trustee with respect to the Series 2015A Bonds. 

Accounts and subaccounts within each of the foregoing funds may from time to time be established in 
accordance with an Applicable Series Resolution, an Applicable Bond Series Certificate or upon the direction of the 
Authority, including in the Project Loan Fund, separate Project Loan Accounts, and in the Debt Service Fund, 
separate Debt Service Accounts, in each case, for each Applicable Participant and Loan.  All moneys at any time 
deposited in any fund, account or subaccount created and pledged by the Resolution or by a Series Resolution or 
required by the Resolution or thereby to be created shall be held in trust for the benefit of the Holders of the 
Applicable Series of Bonds, but shall nevertheless be disbursed, allocated and applied solely for the uses and 
purposes provided herein, unless otherwise provided in the Applicable Series Resolution. 

All references in the Resolution to the Project Loan Fund, the Debt Service Fund, the Arbitrage Rebate 
Fund or the Debt Service Reserve Fund shall mean the particular Project Loan Fund, Debt Service Fund, Arbitrage 
Rebate Fund or Debt Service Reserve Fund designated and established by the Authority with respect to a particular 
Series of Bonds in the Applicable Series Resolution or in the Applicable Bond Series Certificate as authorized by 
the Resolution. 

(Section 5.02 of the Resolution and Section 5.01 of the Series 2015A Resolution) 



Appendix F 

F-4 
 

Application of Bond Proceeds and Allocation Thereof.   

Upon the receipt of proceeds from the sale of a Series of Bonds, the Authority shall apply such proceeds as 
specified herein and in the Applicable Series Resolution or the Applicable Bond Series Certificate. 

Accrued interest, if any, received upon the delivery of a Series of Bonds shall be deposited in the 
Applicable Debt Service Account in Debt Service Fund unless all or any portion of such amount is to be otherwise 
applied as specified in the Applicable Series Resolution or the Applicable Bond Series Certificate. 

(Section 5.03) 

Application of Moneys in the Project Loan Fund 

The Authority shall apply moneys in each of the Project Loan Accounts established in the Project Loan 
Fund for the purpose of making Loans to the Participants in accordance with the Loan Agreements.  Proceeds of 
each such Loan shall be held in a separate Project Loan Account established with respect to each Applicable 
Participant and shall be disbursed for the purposes as set forth in the Applicable Series Resolution, the Applicable 
Bond Series Certificate or Applicable Loan Agreement.  The Allocable Portion of the Debt Service Reserve Fund 
Requirement, if any, and of the Costs of Issuance funded from proceeds of a Series of Bonds shall be accounted for 
separately for each Participant, and the total amount of the Loan to each Participant shall include such Allocable 
Portions.  In addition, the Authority shall remit to the Trustee and the Trustee shall deposit in the Applicable Project 
Loan Account in the Project Loan Fund any moneys paid or instruments payable to the Authority derived from 
insurance proceeds or condemnation awards from any Applicable Project. 

Except as otherwise provided in the Resolution and the Applicable Series Resolution or the Applicable 
Bond Series Certificate, moneys deposited in a Project Loan Account in the Project Loan Fund shall be used only to 
pay the Costs of Issuance of the Applicable Series of Bonds and the Costs of the Project or Projects with respect to 
which such Applicable Series of Bonds were issued. 

Payments for Costs of a Project shall be made by the Trustee upon receipt of, and in accordance with, a 
certificate or certificates of the Authority stating the names of the payees, the purpose of each payment in terms 
sufficient for identification and the respective amounts of each such payment.  Such certificate or certificates shall 
be substantiated by a certificate filed with the Authority signed by an Authorized Officer of the Applicable 
Participant, describing in reasonable detail the purpose for which moneys were used and the amount thereof, and 
further stating that such purpose constitutes a necessary part of the Costs of such Project except that payments to pay 
interest on an Applicable Series of Bonds shall be made by the Trustee upon receipt of, and in accordance with, the 
direction of an Authorized Officer of the Authority directing the Trustee to transfer such amount from the 
Applicable Project Loan Account in the Project Loan Fund to the Applicable Debt Service Account in the Debt 
Service Fund. 

Any proceeds of insurance, condemnation or eminent domain awards received by the Trustee, the 
Authority or a Participant with respect to a particular Project or the Mortgaged Property shall be deposited in the 
Applicable Project Loan Account in the Project Loan Fund and, if necessary, such fund may be reestablished for 
such purpose and, if such proceeds are not used to repair, restore or replace such Project, transferred to the 
Applicable Debt Service Account of the Debt Service Fund for the redemption of the Applicable Series of Bonds or 
such portion thereof which corresponds to the Allocable Portion of the principal of and interest on the Loan made to 
fund such Project. 

Each Project shall be deemed to be complete (a) upon delivery to the Authority and the Trustee of a 
certificate signed by an Authorized Officer of the Applicable Participant, which certificate shall be delivered as soon 
as practicable after the date of completion of such Project or (b) upon delivery to the Applicable Participant and the 
Trustee of a certificate of the Authority, which certificate may be delivered at any time after completion of such 
related Project.  Each such certificate shall state that such Project has been completed substantially in accordance 
with the plans and specifications, if any, applicable to such Project and that such Project is ready for occupancy, and, 
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in the case of a certificate of an Authorized Officer of such Applicable Participant, shall specify the date of 
completion. 

Upon receipt by the Trustee of the certificate relating to the completion of a Project, the moneys, if any, 
then remaining in the Applicable Project Loan Account, after making provision in accordance with the direction of 
the Authority for the payment of the Allocable Portion of the Costs of Issuance of the Applicable Series of Bonds 
and Costs of a Project then unpaid with respect to the Applicable Loan, shall be paid by the Trustee as follows and 
in the following order of priority: 

FIRST:  Upon the direction of the Authority, to the Arbitrage Rebate Fund, the amount set forth in 
such direction which shall be an amount equal to such Participant’s Allocable Portion of Arbitrage Rebate 
due to the United States Federal Government with respect to such Loan and the Applicable Series of 
Bonds; 

SECOND:  To the Debt Service Reserve Fund, if any, established in connection with the 
Applicable Series of Bonds, such amount as shall be necessary to make the amount on deposit in such Fund 
equal to such Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement established 
therefor; and 

THIRD:  Any balance remaining, to the Applicable Debt Service Account in the Debt Service 
Fund for the redemption or purchase, in accordance with this Resolution and the Applicable Series 
Resolution or Applicable Bond Series Certificate, of the Bonds of the Applicable Series or any portion 
thereof which corresponds to such Participant’s Allocable Portion of the principal and interest on such 
Bonds. 

 (Section 5.04) 

Deposit of Revenues and Allocation Thereof.   

The Revenues and any other moneys which, by the provisions of each of the Loan Agreements are required 
to be deposited in separate Debt Service Accounts established in the Debt Service Fund with respect to each Loan 
made to a Participant, shall be deposited to the credit of the Applicable Debt Service Account of the Debt Service 
Fund.   

To the extent not required to pay an Applicable Participant’s Allocable Portion with respect to its Loan of 
(a) the interest becoming due on the Outstanding Bonds of the Applicable Series on the next succeeding interest 
payment date of such Bonds; (b)(i) in the case of amounts deposited in the respective Debt Service Account during 
the period from the beginning of each Bond Year until December 31 thereof, the amount necessary to pay one-half 
(1/2) of the principal and Sinking Fund Installments becoming due on the Outstanding Bonds of the Applicable 
Series on the next succeeding July 1; and (ii) in the case of amounts deposited in the respective Debt Service 
Accounts after December 31 in a Bond Year and until the end of such Bond Year, the amount necessary to pay the 
principal and Sinking Fund Installments becoming due on the Outstanding Bonds of the Applicable Series on such 
July 1; and (c) moneys which are required or have been set aside for the redemption of Bonds of the Applicable 
Series, then moneys (other than Contribution Amounts) in each of the respective Debt Service Accounts of the Debt 
Service Fund shall, with respect to each Applicable Participant and Applicable Loan, be paid by the Trustee, on or 
before the Business Day preceding each interest payment date for the Applicable Series of Bonds, as follows and in 
the following order of priority: 

FIRST:  To reimburse, pro rata, each Applicable Facility Provider which has issued a Reserve 
Fund Facility for moneys advanced thereunder relating to such Participant’s Allocable Portion of the Debt 
Service Reserve Fund, if any, established with respect to such Applicable Series of Bonds, including 
interest thereon, in proportion to the respective amounts advanced by each such Facility Provider; 

SECOND:  To the Debt Service Reserve Fund, if any, (i) the amount, if any, necessary to make 
such Participant’s Allocable Portion with respect to the Applicable Loan of the amount on deposit therein 
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equal to the Debt Service Reserve Fund Requirement established with respect to the Applicable Series of 
Bonds, and (ii) a portion of earnings accruing on amounts held in the Debt Service Fund as the Authority 
shall determine to be necessary together with other amounts and investments held in the Debt Service 
Reserve Fund to amortize the portion of the Applicable Series of Bonds, the proceeds of which have been 
credited to the Debt Service Reserve Fund; and 

THIRD:  To the Authority, unless otherwise paid, such amounts as are payable to the Authority 
relating to such Participant’s Allocable Portion with respect to the Applicable Loan of: (i) expenditures of 
the Authority for fees and expenses of auditing, and fees and expenses of the Trustee and Applicable 
Paying Agent, all as required hereby, (ii) all other expenditures reasonably and necessarily incurred by the 
Authority in connection with the financing of the particular Project relating to such Loan, including 
expenses incurred by the Authority to compel full and punctual performance of all the provisions of the 
Applicable Loan Agreement or Mortgage in accordance with the terms thereof, and (iii) the Annual 
Administrative Fee of the Authority; but only upon receipt by the Trustee of a certificate of the Authority, 
stating in reasonable detail the amounts payable to the Authority pursuant to this paragraph THIRD. 

After making the above required payments with respect to each Applicable Participant and Applicable 
Loan, any balance remaining in each of the respective Debt Service Accounts (except for Contribution Amounts 
which shall remain in such accounts) on the immediately succeeding July 1 shall be paid by the Trustee upon and in 
accordance with the direction of the Authority to the Applicable Participants in the respective amounts set forth in 
such direction, free and clear of any pledge, lien, encumbrance or security interest created hereby or by the 
Applicable Loan Agreements.  The Trustee shall notify the Authority and such Participants promptly after making 
the payments required above of any balance remaining in the Debt Service Fund on the immediately succeeding July 
1. 

Notwithstanding the above provisions under this caption “Deposit of Revenues and Allocation Thereof” or 
of the provisions under the caption “Debt Service Fund” below in this Appendix F, the Authority may, at any time 
subsequent to July 1 of any Bond Year but in no event less than forty-five (45) days prior to the succeeding July 1 
on which a Sinking Fund Installment is scheduled to be due, direct the Trustee to purchase, with moneys on deposit 
in the Debt Service Fund, at a price not in excess of par plus interest accrued and unpaid to the date of such 
purchase, Term Bonds of an Applicable Series to be redeemed from such Sinking Fund Installment.  Any such Term 
Bond so purchased and any Term Bonds purchased by any Applicable Participant and delivered to the Trustee in 
accordance with any Loan Agreement shall be cancelled upon receipt thereof by the Trustee and evidence of such 
cancellation shall be given to the Authority.  The principal amount of such Term Bond so cancelled shall be credited 
against the principal payment due on the Applicable Loan with respect to such Sinking Fund Installment on such 
first day of July; provided that such Term Bond is cancelled by the Trustee prior to the date on which notice of 
redemption is given. 

(Section 5.05) 

Debt Service Fund 

(a) The Trustee shall on or before the Business Day preceding each interest payment date for Bonds 
of an Applicable Series pay, from each of the respective Debt Service Accounts of the Debt Service Fund, to itself 
and any other Paying Agent for the benefit of the Bondholders: 

(i) the interest due on all Outstanding Bonds of an Applicable Series on such interest 
payment date; 

(ii) the principal amount due on all Outstanding Bonds of an Applicable Series on such 
interest payment date; 

(iii) the Sinking Fund Installments, if any, due on all Outstanding Bonds of an Applicable 
Series on such interest payment date; and 
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(iv) moneys required for the redemption of Bonds of an Applicable Series in accordance with 
the Resolution. 

The amounts paid out pursuant to the provisions of the Resolution summarized herein shall be irrevocably 
pledged to and applied to such payments.  Contribution Amounts with respect to an Applicable Participant and 
Applicable Loan shall be applied only to the payment of such Participant’s Allocable Portion of the principal and 
Sinking Fund Installments due on Outstanding Bonds of an Applicable Series pursuant to subdivision (ii), (iii) and 
(iv) above. 

 (Section 5.06)  

Application of Moneys in the Debt Service Fund for Redemption of Bonds.   

Moneys delivered to the Trustee, which by the provisions of the Applicable Loan Agreement, the 
Applicable Series Resolution or the Resolution are to be applied to the redemption of a Participant’s Allocable 
Portion of a Series of Bonds, shall upon receipt by the Trustee be deposited to the credit of the Applicable Debt 
Service Account in the Debt Service Fund for such purpose.  

In accordance with the Resolution, in the event that on any interest payment date the amount in any Debt 
Service Account of the Debt Service Fund, exclusive of amounts therein deposited for the redemption of the 
Applicable Series of Bonds, shall be less than the amounts respectively required for payment of an Applicable 
Participant’s Allocable Portion of interest on such Outstanding Bonds, for the payment of an Applicable 
Participant’s Allocable Portion of principal of such Outstanding Bonds or for the payment of Sinking Fund 
Installments of such Outstanding Bonds due and payable on such interest payment date, the Trustee shall apply 
moneys in the Applicable Debt Service Account of the Debt Service Fund deposited therein for the redemption of 
such Bonds (other than moneys required to pay the Redemption Price of any such Outstanding Bonds theretofore 
called for redemption or to pay the purchase price of such Outstanding Bonds theretofore contracted to be 
purchased, including in both cases accrued interest on such Bonds to the date of redemption or purchase) first, to the 
payment of interest on such Bonds, and, second, to the payment of the principal or Sinking Fund Installments of 
such Bonds, respectively. 

Subject to the provisions of the preceding paragraph, moneys in the Debt Service Fund to be used for 
redemption of Bonds of an Applicable Series shall be applied by the Trustee to the purchase of such Outstanding 
Bonds at purchase prices not exceeding the Redemption Price applicable on the next interest payment date on which 
such Bonds are redeemable, plus accrued interest to such date, at such times, at such purchase prices and in such 
manner as the Authority shall direct. 

Notwithstanding the provisions of the preceding paragraph, if the amount in a Debt Service Account (other 
than moneys on deposit therein required to pay the Applicable Participant’s Allocable Portion of the Redemption 
Price of any Outstanding Bonds of the Applicable Series theretofore called for redemption or to pay such Applicable 
Participant’s Allocable Portion of the purchase price of such Outstanding Bonds theretofore contracted to be 
purchased, including in both cases accrued interest on such Bonds to the date of redemption or purchase) shall at any 
time be sufficient to make provision for the payment of the Allocable Portion of the Outstanding Bonds of an 
Applicable Series relating to such Applicable Participant’s Loan at the maturity or redemption date thereof, the 
Authority may request the Trustee to take such action as is required by the Resolution to deem certain of such Bonds 
or portions thereof to have been paid within the meaning of the Resolution.  The Trustee, upon receipt of such 
request, the irrevocable instructions required by the Resolution and irrevocable instructions of the Authority to 
purchase Defeasance Obligations sufficient to make any deposit required thereby, shall comply with such request. 

(Section 5.07)  
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Debt Service Reserve Fund 

(a) The Debt Service Reserve Fund shall be maintained at an amount equal to the Debt Service 
Reserve Fund Requirement established therefor in the Bond Series Certificate.  The Trustee shall deposit to the 
credit of each account established in the Debt Service Reserve Fund such proceeds of the sale of the Series 2015A 
Bonds or Permitted Investments in an amount sufficient to satisfy each Applicable Series 2015A Participant’s 
Allocable Portion of the Debt Service Reserve Fund Requirement as set forth in the Applicable Bond Series 
Certificate.  An Applicable Series 2015A Participant’s Allocable Portion of a Debt Service Reserve Fund, together 
with any interest thereon, shall be replenished in accordance with the Applicable Loan Agreement following 
application thereof pursuant to paragraph (b) below. 

In lieu of or in substitution for moneys or Permitted Investments otherwise required to be deposited in the 
Debt Service Reserve Fund, the Authority may deposit or cause to be deposited with the Trustee a Reserve Fund 
Facility for the benefit of the Holders of the Series 2015A Bonds for all or any part of the Debt Service Reserve 
Fund Requirement or any Applicable Series 2015A Participant’s Allocable Portion thereof; provided that if such 
Reserve Fund Facility consists of a surety bond or insurance policy, any such Reserve Fund Facility shall be issued 
by an insurance company or association duly authorized to do business in the State (i) the claims paying ability of 
which is rated the highest rating accorded by a nationally recognized insurance rating agency or (ii) obligations 
supported by a Reserve Fund Facility issued by such company or association are rated at the time such Reserve Fund 
Facility is delivered, without regard to qualification of such rating by symbols such as “+” or “-” or numerical 
notation, in the highest rating category by Moody’s and S&P or, if Outstanding Bonds of a Series are not rated by 
Moody’s and S&P by whichever of said rating services that then rates Outstanding Bonds; and provided, further, 
that if the Reserve Fund Facility consists of a Letter of Credit, such Letter of Credit shall be issued by a bank, a trust 
company, a national banking association, a corporation subject to registration with the Board of Governors of the 
Federal Reserve System under the Bank Holding Company Act of 1956 or any successor provision of law, a federal 
branch pursuant to the International Banking Act of 1978 or any successor provision of law or a domestic branch or 
agency of a foreign bank which branch or agency is duly licensed or authorized to do business under the laws of any 
state or territory of the United States of America, the unsecured or uncollateralized long term debt obligations of 
which, or long term obligations secured or supported by a Letter of Credit issued by such person, are rated at the 
time such Letter of Credit is delivered, without regard to qualification of such rating by symbols such as “+” or “-” 
or numerical notation, in at least the second highest rating category by Moody’s and S&P or, if the Outstanding 
Series 2015A are not rated by Moody’s and S&P by whichever of said rating services that then rates the Outstanding 
Series 2015A Bonds.. 

In addition to the conditions and requirements set forth above, no Reserve Fund Facility shall be deposited 
in full or partial satisfaction of the Debt Service Reserve Fund Requirement unless the Trustee shall have received 
prior to such deposit (i) an opinion of counsel acceptable to the Authority to the effect that such Reserve Fund 
Facility has been duly authorized, executed and delivered by the Facility Provider thereof and is valid, binding and 
enforceable in accordance with its terms, and (ii) in the event such Facility Provider is not a domestic entity, an 
opinion of foreign counsel in form and substance satisfactory to the Authority. 

Each Reserve Fund Facility shall be payable (upon the giving of such notice as may be required thereby) on 
any date on which moneys are required to be withdrawn from the Debt Service Reserve Fund and such withdrawal 
cannot be made without (i) if the Reserve Fund Facility consists of a Letter of Credit, drawing upon the Letter of 
Credit, or (ii) if the Reserve Fund Facility consists of a surety bond or insurance policy, obtaining payment under 
such surety bond or insurance policy. 

For the purposes of this section and, in computing the amount on deposit in the Debt Service Reserve Fund, 
a Reserve Fund Facility shall be valued at the amount available to be drawn or payable thereunder on the date of 
computation. 

Except as otherwise provided in the Resolutions, moneys and investments held for the credit of the Debt 
Service Reserve Fund in excess of the Debt Service Reserve Fund Requirement shall be transferred to the 
Applicable Debt Service Account of the Debt Service Fund and applied in accordance with the Resolution. 
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If, upon a valuation, the value of all moneys, Permitted Investments and Reserve Fund Facilities held for 
the credit of an Applicable Series 2015A Participant’s Allocable Portion of a Debt Service Reserve Fund is less than 
such Applicable Series 2015A Participant’s Allocable Portion of the Debt Service Reserve Fund Requirement, the 
Trustee shall immediately notify the Authority, each Applicable Facility Provider and the Applicable Series 2015A 
Participant of such deficiency.  Such Applicable Series 2015A Participant shall, as soon as practicable, but in no 
event later than five (5) days after receipt of such notice, deliver to the Trustee money or Permitted Investments the 
value of which is sufficient to increase the Applicable Series 2015A Participant’s Allocable Portion of the Debt 
Service Reserve Fund to the Debt Service Reserve Fund Requirement. 

(b) In the event that on the fourth (4th) Business Day preceding any interest payment date the amount 
on deposit in an Applicable Debt Service Account of a Debt Service Fund shall be insufficient to pay the Applicable 
Series 2015A Participant’s Allocable Portion of, respectively, interest on the Outstanding Series 2015A Bonds, 
principal of such Outstanding Bonds, Sinking Fund Installments of such Outstanding Bonds due and payable on 
such interest payment date or the purchase price or Redemption Price of such Outstanding Bonds theretofore 
contracted to be purchased or called for redemption, plus accrued interest thereon to the date of purchase or 
redemption, the Trustee shall transfer funds from the Applicable Debt Service Reserve Account of the Debt Service 
Reserve Fund to the Applicable Debt Service Account of the Debt Service Fund in such amounts as shall be 
necessary to provide for such payments.  The Trustee shall notify each Applicable Facility Provider, if any, of any 
withdrawal from the Debt Service Reserve Fund. 

A Series 2015A Participant’s Allocable Portion of the Debt Service Reserve Fund shall also be applied to 
the extraordinary mandatory redemption of the Allocable Portion of the Series 2015A Bonds upon the acceleration 
of such Series 2015A Participant’s Loan pursuant to the Applicable Loan Agreement. 

Upon the exercise by a Series 2015A Participant of its option to prepay its Loan under the Applicable Loan 
Agreement and upon final maturity of a Participant’s Allocable Portion of the Series 2015A Bonds, the Trustee shall 
transfer such Applicable Participant’s Allocable Portion of the Debt Service Reserve Fund to the Applicable Debt 
Service Account of the Debt Service Fund for application to payment of the portion of principal of and interest on 
the Applicable Subseries of Series 2015A Bonds which (i) which correspond to the principal of and interest on the 
Loan so prepaid or (ii) so maturing. 

(c) The Trustee, as promptly as practicable (i) after the end of each calendar month, (ii) upon the 
request of the Authority, (iii) upon the request of a Series 2015A Participant, but not more frequently than once a 
calendar month, and (iv) at such other times as may be necessary in connection with a withdrawal and deposit made 
pursuant to the Series 2015A Resolution or the Resolution, shall compute the value of the assets in the Debt Service 
Reserve Fund, in the case of the requirement under (i) above, on the last day of each such month, in the case of a 
request pursuant to (ii) or (iii) above, at the date of such request, or, in the case of a withdrawal and deposit, at the 
date of such withdrawal and deposit, and notify the Authority and such Series 2015A Participant as to the results of 
such computation and the amount by which the value of the assets in the Debt Service Reserve Fund exceeds or is 
less than the Debt Service Reserve Fund Requirement. 

 (Sections 5.03, 5.04 and 5.05  of the Series 2015A Resolution) 

Arbitrage Rebate Fund 

The Trustee shall deposit to the Applicable Account in the Arbitrage Rebate Fund any moneys delivered to 
it by each of the Applicable Participants for deposit therein and, notwithstanding any other provisions of the 
Resolution, shall transfer to the Arbitrage Rebate Fund, in accordance with the directions of the Authority, moneys 
on deposit in any other funds held by such Trustee under the Resolution at such times and in such amounts as shall 
be set forth in such directions. 

Moneys on deposit in the Arbitrage Rebate Fund shall be applied by the Trustee in accordance with the 
direction of the Authority to make payments to the Department of the Treasury of the United States of America at 
such times and in such amounts as the Authority shall determine to be required by the Code to be rebated to the 
Department of the Treasury of the United States of America.  Moneys which the Authority determines to be in 
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excess of the amount required to be so rebated shall be deposited to the Debt Service Fund in accordance with the 
directions of the Authority.. 

If and to the extent required by the Code, the Authority shall periodically, at such times as may be required 
to comply with the Code, determine the amount of Excess Earnings with respect to an Applicable Series of Bonds 
and direct the Trustee to (i) transfer from the Applicable Account of any other of the funds held by the Trustee under 
and deposit to the Arbitrage Rebate Fund, all or a portion of the Excess Earnings with respect to such Series of 
Bonds and (ii) pay out of the Arbitrage Rebate Fund to the Department of the Treasury of the United States or 
America the amount, if any, required by the Code to be rebated thereto. 

(Section 5.08) 

Application of Moneys in Certain Funds for Retirement of Bonds 

Notwithstanding any other provisions of the Resolution, if, upon the computation of assets in the 
Applicable Debt Service Account of the Debt Service Fund, the Applicable Project Loan Account of the Project 
Loan Fund and of an Applicable Participant’s Allocable Portion of the Debt Service Reserve Fund, if applicable, the 
amounts held therein are sufficient to pay the principal or Redemption Price of a Participant’s Allocable Portion of 
all Outstanding Bonds of the Applicable Series and the interest accrued and to accrue on such Bonds to the next date 
of redemption when all such Bonds shall be redeemable, the Trustee shall so notify the Authority and the Applicable 
Participant.  Upon receipt of such notice, the Authority may request the Trustee to redeem Outstanding Bonds of the 
Applicable Series in an amount which corresponds to such Participant’s Allocable Portion thereof.  The Trustee 
shall, upon receipt of such request in writing by the Authority, proceed to redeem or provide for the redemption of 
such Outstanding Bonds in the manner provided for redemption of such Bonds hereby and by the Applicable Series 
Resolution as provided in Article IV hereof. 

(Section 5.09) 

Security for Deposits 

All moneys held under the Resolution by the Trustee shall be continuously and fully secured, for the 
benefit of the Authority and the Holders of a Series of Bonds, by direct obligations of the United States of America 
or obligations the principal of and interest on which are guaranteed by the United States of America of a market 
value equal at all times to the amount of the deposit so held by the Trustee; provided, however, (a) that if the 
securing of such moneys is not permitted by applicable law, then in such other manner as may then be required or 
permitted by applicable State or federal laws and regulations regarding the security for, or granting a preference in 
the case of, the deposit of trust funds, and (b) that it shall not be necessary for the Trustee or any Paying Agent to 
give security for the deposit of any moneys with it or them pursuant to the Resolution and held in trust for the 
payment of the principal, Sinking Fund Installments, if any, or Redemption Price of or interest on a Series of Bonds, 
or for the Trustee to give security for any moneys which shall be represented by obligations purchased or other 
investments made under the provisions hereof as an  investment of such moneys. 

(Section 6.01) 

Investment of Funds and Accounts 

(a) Money held under the Resolution by the Trustee, and, if there is an Event of Default, under an 
Applicable Loan Agreement, if permitted by law, shall, as nearly as may be practicable, be invested by the Trustee, 
upon direction of the Authority given or confirmed in writing (which direction shall specify the amount thereof to be 
so invested), in Government Obligations, Federal Agency Obligations or Exempt Obligations; provided, however, 
that each such investment shall permit the money so deposited or invested to be available for use at the times at 
which the Authority reasonably believes such money will be required for the purposes hereof. 

(b) Except as may be otherwise provided in a Series Resolution, in lieu of the investment of moneys 
in obligations authorized in paragraph (a) above, the Trustee shall, to the extent permitted by law, upon direction of 
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the Authority given or confirmed in writing, invest moneys in the Project Loan Fund and the Debt Service Reserve 
Fund, if applicable, and any account held therein in any Permitted Investment; provided, however, that each such 
investment shall permit the money so deposited or invested to be available for use at the times at which the 
Authority reasonably believes such money will be required for the purposes hereof, provided, further, that (a) any 
Permitted Collateral required to secure any Permitted Investment shall have a market value, determined by the 
Trustee or its agent periodically, but no less frequently than weekly, at least equal to the amount deposited or 
invested including interest accrued thereon, (b) the Permitted Collateral shall be deposited with and held by the 
Trustee or an agent of the Trustee approved by an Authorized Officer of the Authority, and (c) the Permitted 
Collateral shall be free and clear of claims of any other person. 

(c) Permitted Investments purchased as an investment of money in any fund or account held by the 
Trustee under the provisions of the Resolution shall be deemed at all times to be a part of such fund or account and 
the income or interest earned, profits realized or losses suffered by a fund or account due to the investment thereof 
shall be retained in, credited or charged, as the case may be, to such fund or account. 

(d) Except as may otherwise be provided in a Series Resolution, in computing the amount in any fund 
or account held by the Trustee under the provisions of the Resolution, each Permitted Investment shall be valued at 
par or the market value thereof, plus accrued interest, whichever is lower, except that investments held in the Debt 
Service Reserve Fund, if any, shall be valued at par or the cost thereof, plus accrued interest, whichever is lower. 

(e) Notwithstanding anything in the Resolution to the contrary, the Authority, in its discretion, may 
direct the Trustee to, and the Trustee shall, sell, present for redemption or exchange any investment held by the 
Trustee pursuant the Resolution and the proceeds thereof may be reinvested as provided in the Resolution 
summarized herein.  Except as otherwise provided in the Resolution, the Trustee shall sell at the best price 
obtainable, or present for redemption or exchange, any investment held by it pursuant to the Resolution whenever it 
shall be necessary in order to provide money to meet any payment or transfer from the fund or account in which 
such investment is held.  The Trustee shall advise the Authority and the Applicable Participants in writing, on or 
before the fifteenth (15th) day of each calendar month, of the amounts required to be on deposit in each fund and 
account hereunder and of the details of all investments held for the credit of each fund and account in its custody 
under the provisions of the Resolution as of the end of the preceding month and as to whether such investments 
comply with the provisions of paragraphs (a), (b) and (c) above.  The details of such investments shall include the 
par value, if any, the cost and the current market value of such investments as of the end of the preceding month.  
The Trustee shall also describe all withdrawals, substitutions and other transactions occurring in each such fund and 
account in the previous month. 

(f) Except with respect to Bonds the interest on which was intended to be included in gross income 
under Section 103 of the Code, no part of the proceeds of a Series of Bonds or any other funds or accounts of the 
Authority shall be used directly or indirectly to acquire any securities or investments the acquisition of which would 
cause any Bond to be an “arbitrage bond” within the meaning of Section 148(a) of the Code. 

(Section 6.02) 

Creation of Liens 

Except as may otherwise be provided in the Resolution or in an Applicable Series Resolution, the Authority 
shall not create or cause to be created any lien or charge prior or equal to that of the Bonds of a Series on the 
proceeds from the sale of such Series of Bonds, the Revenues pledged for such Series of Bonds, the rights of the 
Authority to receive payments to be made under the Applicable Loan Agreement that are to be deposited with the 
Trustee, the Applicable Pledged Revenues (subject to Prior Pledges) or the funds and accounts established by the 
Resolution and pursuant to the Applicable Series Resolution which are pledged by the Resolution; provided, 
however, that nothing contained in the Resolution shall prevent the Authority from issuing bonds, notes or other 
obligations under other and separate resolutions so long as the charge or lien created by such resolution is not prior 
or equal to the charge or lien created by the Resolution. 

(Section 7.06) 
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Enforcement of Duties and Obligations of the Participants 

The Authority shall take all legally available action to cause each of the Participants to perform fully all 
duties and acts and comply fully with the covenants of such Participant required by the respective Loan Agreements 
in the manner and at the times provided in such Loan Agreements; provided, however, that the Authority may delay, 
defer or waive enforcement of one or more provisions of said Loan Agreements (other than provisions requiring the 
payment of moneys or the delivery of securities to the Trustee for deposit to any fund or account established under 
the Resolutions) if the Authority determines such delay, deferment or waiver will not materially adversely affect the 
interests of the Holders of the Bonds of a Series. 

(Section 7.07) 

Amendment of Loan Agreements 

A Loan Agreement may not be amended, changed, modified, altered or terminated nor may any provision 
thereof be waived if any such amendment, change, modification, alteration, termination or waiver would adversely 
affect the interest of the Holders of Outstanding Bonds of the Applicable Series in any material respect without the 
prior written consent of the Holders of at least a majority in aggregate principal amount of the Bonds of such 
Applicable Series then Outstanding; provided, however, that if such modification or amendment will, by its terms, 
not take effect so long as any Bonds of the Applicable Series remain Outstanding the consent of the Holders of such 
Bonds shall not be required; and provided, further, that no such amendment, change, modification, alteration, or 
termination will reduce the percentage of the aggregate principal amount of Outstanding Bonds of a Series the 
consent of the Holders of which is a requirement for any such amendment, change, modification, alteration or 
termination, or decrease the amount of any payment required to be made by the Applicable Participant under such 
Loan Agreement that is to be deposited with the Trustee or extend the time of payment thereof.  Any consent given 
pursuant to this paragraph by the Holders of Bonds shall, except as otherwise provided in the paragraphs 
summarized herein, be given in the same manner required by for amendments to the Resolution.   

Except as otherwise provided in under this heading “Amendment of Loan Agreements,” a Loan Agreement 
may be amended, changed, modified or altered without the consent of the Holders of Outstanding Bonds of the 
Applicable Series or the Trustee.  Specifically, and without limiting the generality of the foregoing, a Loan 
Agreement may be amended, changed, modified or altered without the consent of the Trustee and the Holders of 
Outstanding Bonds of the Applicable Series  (i) to provide changes in connection with the acquisition, construction, 
reconstruction, rehabilitation, renovation and improvement or otherwise, the providing, furnishing and equipping of 
any facilities constituting a part of a Project or which may be added to such Project or the issuance of Bonds, or (ii) 
with the consent of the Trustee, to cure any ambiguity, or to correct or supplement any provisions contained in any 
Loan Agreement, which may be defective or inconsistent with any other provisions contained in the Resolution or in 
such Loan Agreement.  Upon execution by the Authority of any amendment, a copy thereof certified by the 
Authority shall be filed with the Trustee. 

For the purposes of this section entitled “Amendment of Loan Agreements,” Outstanding Bonds of the 
Applicable Series shall be deemed to be adversely affected by an amendment, change, modification or alteration of 
the Applicable Loan Agreement if the same adversely affects or diminishes the rights of the Holders of such Bonds.  
The Trustee may in its discretion determine whether or not, in accordance with the foregoing provisions, Bonds of 
the Applicable Series would be adversely affected by any amendment, change, modification or alteration, and any 
such determination shall be binding and conclusive on the Authority and all Holders of such Bonds.  For all 
purposes of this section entitled “Amendment of Loan Agreements,” the Trustee shall be entitled to rely upon an 
opinion of counsel, which counsel shall be satisfactory to the Trustee with respect to whether any amendment, 
change, modification or alteration adversely affects the interests of any Holders of Bonds of the Applicable Series 
then Outstanding. 

 (Section 7.11) 
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Modification and Amendment without Consent 

Notwithstanding any other provisions of the Resolution, the Authority may adopt at any time or from time 
to time a Supplemental Resolution for any one or more of the following purposes, and any such Supplemental 
Resolution shall become effective in accordance with its terms upon the filing with the Trustee of a copy thereof 
certified by an Authorized Officer of the Authority: 

(a) To add additional covenants and agreements of the Authority for the purpose of further 
securing the payment of the Bonds of Series, provided such additional covenants and agreements are not 
contrary to or inconsistent with the covenants and agreements of the Authority contained in the Resolution 
or in the Applicable Series Resolution; 

(b) To prescribe further limitations and restrictions upon the issuance of Bonds and the 
incurring of indebtedness by the Authority which are not contrary to or inconsistent with the limitations and 
restrictions thereon theretofore in effect; 

(c) To surrender any right, power or privilege reserved to or conferred upon the Authority by 
the terms of the Resolution, provided that the surrender of such right, power or privilege is not contrary to 
or inconsistent with the covenants and agreements of the Authority contained in the Resolution; 

(d) To confirm, as further assurance, any pledge under, and the subjection to any lien, claim 
or pledge created or to be created by the provisions of, the Resolution, or any Series Resolution, the 
Revenues, or any pledge of any other moneys, securities or funds; 

(e) To modify any of the provisions of the Resolution or of any previously adopted Series 
Resolution or Supplemental Resolution in any other respects, provided that such modifications shall not be 
effective until after all Bonds of an Applicable Series Outstanding as of the date of adoption of such 
Supplemental Resolution and affected thereby shall cease to be Outstanding, and all Bonds of such Series 
issued under such resolutions shall contain a specific reference to the modifications contained in such 
subsequent resolutions; or 

(f) With the consent of the Trustee, to cure any ambiguity or defect or inconsistent provision 
in the Resolution or to insert such provisions clarifying matters or questions arising under the Resolution as 
are necessary or desirable, provided that any such modifications are not contrary to or inconsistent with the 
Resolution as theretofore in effect, or to modify any of the provisions of the Resolution or of any 
previously adopted Series Resolution or Supplemental Resolution in any other respect, provided that such 
modification shall not adversely affect the interests of the Holders of Bonds of a Series in any material 
respect. 

 (Section 9.01) 

Supplemental Resolutions Effective With Consent 

The provisions of the Resolution and of a Series Resolution may also be modified or amended at any time 
or from time to time by a Supplemental Resolution, subject to the consent of the Holders of the affected Series of 
Bonds in accordance with and subject to the provisions of the Resolution, such Supplemental Resolution to become 
effective upon the filing with the Trustee of a copy thereof certified by an Authorized Officer of the Authority. 

(Section 9.02) 

Powers of Amendment 

Any modification or amendment of the Resolution or of any Series Resolution that modifies or amends the 
rights and obligations of the Authority and the Holders of the Bonds of a Series under the Resolution, in any 
particular, may be made by a Supplemental Resolution, with the written consent given as provided in the Resolution 
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and summarized in the following paragraph, (i) of the Holders of at least a majority in principal amount of the Bonds 
Outstanding of such Series affected thereby at the time such consent is given, or (ii) in case the modification or 
amendment changes the amount or date of any Sinking Fund Installment, of the Holders of at least a majority in 
principal amount of the Bonds of the Series, maturity and interest rate entitled to such Sinking Fund Installment, 
Outstanding at the time such consent is given; provided, however, that if such modification or amendment will, by 
its terms, not take effect so long as any Bonds of the Applicable Series and maturity remain Outstanding, the consent 
of the Holders of such Bonds shall not be required and such Bonds shall not be deemed to be Outstanding for the 
purpose of any calculation of Outstanding Bonds under this paragraph.  No such modification or amendment shall 
permit a change in the terms of redemption or maturity of the principal of any Outstanding Bond of a Series or of 
any installment of interest thereon or a reduction in the principal amount or the Redemption Price thereof or in the 
rate of interest thereon without the consent of the Holder of such Bond, or shall reduce the percentages or otherwise 
affect the classes of Bonds of a Series the consent of the Holders of which is required to effect any such 
modification or amendment.  For the purposes of the Resolution summarized in this paragraph, a Series shall be 
deemed to be affected by a modification or amendment of the Resolution if the same adversely affects or diminishes 
the rights of the Holders of Bonds of such Series.  The Trustee may in its discretion determine whether or not, in 
accordance with the foregoing provisions, the Bonds of a particular Series or maturity would be affected by any 
modification or amendment of the Resolution and any such determination shall be binding and conclusive on the 
Authority and all Holders of the Bonds of such Series.  The Trustee may receive an opinion of counsel, including an 
opinion of Bond Counsel, as conclusive evidence as to whether the Bonds of a particular Series or maturity would 
be so affected by any such modification or amendment of the Resolution.  

(Section 10.01) 

Consent of Bondholders 

The Authority may at any time adopt a Supplemental Resolution making a modification or amendment 
permitted by the provisions of the Resolution summarized in the preceding paragraph to take effect when and as 
provided in the Resolution.  A copy of such Supplemental Resolution (or brief summary thereof or reference thereto 
in form approved by the Trustee) together with a request to the Holders of the Series of Bonds affected thereby for 
their consent thereto in form satisfactory to the Trustee, shall promptly after adoption be mailed or caused to be 
mailed by the Trustee at the direction of the Authority to such Bondholders (but failure to mail such copy to any 
particular Bondholder shall not affect the validity of such Supplemental Resolution when consented to as provided 
in the Resolution).  Such Supplemental Resolution shall not be effective unless and until (i) there shall have been 
filed with the Trustee (a) the written consent of the Holders of the percentages of Outstanding Bonds of the Series 
specified in the provisions of the Resolution and (b) an opinion of Bond Counsel stating that such Supplemental 
Resolution has been duly and lawfully adopted and filed by the Authority in accordance with the provisions of the 
Resolution, is authorized or permitted by the Resolution, and is valid and binding upon the Authority and 
enforceable in accordance with its terms, and (ii) a notice shall have been mailed as provided in the Resolution.  
Each such consent shall be effective only if accompanied by proof of the holding or owning at the date of such 
consent of the Bonds of a Series with respect to which such consent is given, which proof shall be such as is 
permitted by the Resolution.  A certificate or certificates by the Trustee filed with the Authority that it has examined 
such proof and that such proof is sufficient in accordance with the Resolution shall be conclusive proof that the 
consents have been given by the Holders of the Bonds of a Series described in the certificate or certificates of the 
Trustee.  Any consent given by and a Holder of Bonds of a Series shall be binding upon such Holder giving such 
consent and, anything in the Resolution hereof to the contrary notwithstanding, upon any such subsequent Holder of 
such Bond and of any Bonds issued in exchange therefor (whether or not such subsequent Holder thereof has notice 
thereof), unless such consent is revoked in writing by such Bondholder giving such consent or such subsequent 
Holder thereof by filing such revocation with the Trustee, prior to the time when the written statement of the Trustee 
provided for in the Resolution is filed.  The fact that a consent has not been revoked may likewise be proved by a 
certificate of the Trustee filed with the Authority to the effect that no revocation thereof is on file with the Trustee.  
At any time after such Holders of the required percentages of Bonds shall have filed their consents to such 
Supplemental Resolution, the Trustee shall make and file with the Authority a written statement that such Holders 
have filed such consents.  Such written statement shall be conclusive evidence that such consents have been so filed.  
At any time thereafter notice, stating in substance that such Supplemental Resolution (which may be referred to as a 
Supplemental Resolution adopted by the Authority on a stated date, a copy of which is on file with the Trustee) has 
been consented to by the Holders of the required percentages of Bonds of the Applicable Series and will be effective 
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as provided in the Resolution, shall be given to such Bondholders by the Trustee at the direction of the Authority by 
mailing or causing the mailing of such notice to the Bondholders (but failure to mail such notice shall not prevent 
such Supplemental Resolution from becoming effective and binding) and, in the sole discretion of the Authority, by 
publishing the same at least once not more than ninety (90) days after the Holders of the required percentages of 
such Bonds shall have filed their consents to such Supplemental Resolution and the written statement of the Trustee  
provided for in the Resolution is filed (but failure to publish such notice shall not prevent such Supplemental 
Resolution from becoming effective and binding as provided in the Resolution).  If such notice is published, the 
Trustee shall file with the Authority proof of the publication thereof, and, if the same shall have been mailed to the 
Holders of such Bonds, of the mailing thereof.  A transcript, consisting of the papers required or permitted by the 
Resolution to be filed with the Trustee, shall be proof of the matters therein stated.  Such Supplemental Resolution 
making such amendment or modification shall be deemed conclusively binding upon the Authority, the Trustee, the 
Applicable Paying Agent, the Holders of such Series of Bonds upon the filing with the Trustee of proof of the 
mailing of such notice or at the expiration of thirty (30) days after the filing with the Trustee of the proof of the first 
publication of such last mentioned notice, if such notice is published, except in the event of a final decree of a court 
of competent jurisdiction setting aside such Supplemental Resolution in a legal action or equitable proceeding for 
such purpose commenced within such thirty (30) day period; provided, however, that the Authority, the Trustee and 
the Applicable Paying Agent during such thirty (30) day period and any such further period during which any such 
action or proceeding may be pending shall be entitled in their reasonable discretion to take such action, or to refrain 
from taking such action, with respect to such Supplemental Resolution as they may deem expedient.   

For the purposes of these provisions of the Resolution, the purchasers of the Bonds of a Series, whether 
purchasing as underwriters or remarketing agent for resale or otherwise, upon such purchase, may consent to a 
modification or amendment permitted by the Resolution in the manner provided in the Resolution, except that no 
proof of ownership shall be required, and with the same effect as a consent given by the Holder of such Bonds; 
provided, however, that, if such consent is given by a purchaser who is purchasing as an underwriter or for resale, 
the nature of the modification or amendment and the provisions for the purchaser consenting thereto shall be 
described in the official statement, prospectus, offering memorandum or other offering document prepared in 
connection with the primary offering of the Bonds of such Series.    

(Section 10.02) 

Events of Default 

An event of default shall exist under the Resolution and under a Series Resolution (referred to in the 
Resolution as an “Event of Default”) if: 

(a) with respect to a Series of Bonds, payment of (i) an installment of interest on any Bond 
shall not be made by the Authority when the same shall become due and payable; or (ii) the principal, 
Sinking Fund Installments or Redemption Price of any Bond shall not be made by the Authority when the 
same shall become due and payable, either at maturity or by proceedings for redemption or otherwise; 
provided, however, if the failure to make any such payment is caused by a failure of an Applicable 
Participant to timely pay its Allocable Portion of the principal, Sinking Fund Installments or Redemption 
Price of or interest on the Bonds pursuant to the terms of the Allocable Loan Agreement, then it shall be an 
event of default under the Resolution only with respect to the Defaulted Allocable Portion of such Series of 
Bonds Outstanding, as identified by the Trustee using the method for selection of Bonds upon an 
extraordinary mandatory redemption thereof set forth in the Resolution; or 

(b) with respect to a Series of Bonds, the Authority shall default in the due and punctual 
performance of its tax covenants contained in the Resolutions with the result that the interest on the a result 
thereof, the interest on the Bonds of such Series shall no longer be excludable from gross income under 
Section 103 of the Code; or 

(c) with respect to a Series of Bonds, the Authority shall default in the due and punctual 
performance of any other of the covenants, conditions, agreements and provisions for the benefit of the 
Holders of such Bonds contained in the Resolution or in the Bonds of such Series or in the Applicable 
Series Resolution on the part of the Authority to be performed and such default shall continue for thirty 
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(30) days after written notice specifying such default and requiring the same to be remedied shall have been 
given to the Authority by the Trustee, which may give such notice in its discretion and shall give such 
notice at the written request of the Holders of not less than twenty-five per centum (25%) in principal 
amount of the Outstanding Bonds of such Series, or if such default is not capable of being cured within 
thirty (30) days, if the Authority fails to commence within said thirty (30) days and diligently prosecute the 
cure thereof; or 

(d) with respect to a Series of Bonds, an “Event or Default” (as defined in each Loan 
Agreement), shall have occurred and is continuing under an Applicable Loan Agreement and all sums 
payable by the Applicable Participant under the Applicable Loan shall have been declared to be 
immediately due and payable, which declaration shall not have been annulled; provided, however, that such 
“Event of Default” under an Applicable Loan Agreement shall constitute an event of default under the 
Resolution only with respect to the Defaulted Allocable Portion of such Series of Bonds Outstanding, as 
identified by the Trustee using the method for selection of Bonds upon an extraordinary mandatory 
redemption thereof set forth in the Resolution. 

An event of default under the Resolution in respect of a Series of Bonds shall not in and of itself be or 
constitute an event of default in respect of any other Series of Bonds. 

An event of default shall not be deemed to have occurred pursuant to paragraph (a) under the caption 
“Events of Default” above solely as a result of (i) payments made to Bondholders from draws under a Reserve Fund 
Facility, which draws remain unreimbursed, or (ii) payments made to Bondholders of less than all of the principal of 
and interest on the Defaulted Allocable Portion of the Outstanding Bonds of an Applicable Series following (A) an 
acceleration of such Defaulted Allocable Portion of the Applicable Series of Bonds pursuant to the Resolution or (B) 
the extraordinary mandatory redemption of such Defaulted Allocable Portion of the Applicable Series of Bonds 
pursuant to the Resolution, and, in each case, the application by the Trustee of all funds available for the payment 
thereof pursuant to the provisions summarized below under the caption “Limitation on Revenues and Security 
Available for Payments After Certain Defaults; Priority of Payments After Default; Cancellation and Replacement 
of Certain Bonds.” 

 (Section 11.02) 

Acceleration of Maturity 

Upon the happening and continuance of any event of default specified in the Resolution, other than an 
event of default specified in paragraph (a) under the caption “Events of Default” above resulting from an Applicable 
Participant’s failure to timely pay its Allocable Portion of the Bonds of the Applicable Series pursuant to the 
Applicable Loan Agreement, or an event of default specified in paragraphs (b) or (d) under the caption “Events of 
Default” above, then and in every such case the Trustee shall, upon the written request of the Holders of not less 
than twenty-five per centum (25%) in principal amount of the Outstanding Bonds of the Applicable Series, by a 
notice in writing to the Authority, declare the principal of and interest on the Outstanding Bonds of such Applicable 
Series to be due and payable immediately.  At the expiration of thirty (30) days after notice of such declaration has 
been given, such principal and interest shall become and be immediately due and payable, anything in the 
Resolution or in the Applicable Series Resolution or in the Bonds of such Applicable Series to the contrary 
notwithstanding.  At any time after the principal of the Bonds of such Applicable Series shall have been so declared 
to be due and payable, and before the entry of final judgment or decree in any suit, action or proceeding instituted on 
account of such default, or before the completion of the enforcement of any other remedy under the Resolution, the 
Trustee may, with the written consent of the Holders of not less than twenty-five per centum (25%) in principal 
amount of the Outstanding Bonds of the Applicable Series, by written notice to the Authority, annul such declaration 
and its consequences if:  (i) moneys shall have accumulated in the Debt Service Fund sufficient to pay all arrears of 
interest, if any, upon all of the Outstanding Bonds of such Applicable Series (except the interest accrued on such 
Bonds since the last interest payment date); (ii) moneys shall have accumulated and be available sufficient to pay the 
charges, compensation, expenses, disbursements, advances and liabilities of the Trustee and Applicable Paying 
Agent incurred in connection with such Applicable Series of Bonds; (iii) all other amounts then payable by the 
Authority under the Resolution in connection with such Applicable Series of Bonds and under the Applicable Series 
Resolution shall have been paid or a sum sufficient to pay the same shall have been deposited with the Trustee; and 
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(iv) every other default known to the Trustee in the observance or performance of such covenant, condition or 
agreement contained in the Resolution or in the Applicable Series Resolution or in such Bonds (other than a default 
in the payment of the principal of such Bonds then due only because of a declaration made under the provisions 
summarized in this paragraph) shall have been remedied to the satisfaction of the Trustee.  No such annulment shall 
extend to or affect any subsequent default or impair any right consequent thereon. 

Upon the happening and continuance of an event of default specified in paragraph (a) under the caption 
“Events of Default” above resulting from a failure of an Applicable Participant to timely pay its Allocable Portion of 
the Bonds of the Applicable Series pursuant to the Applicable Loan Agreement, or upon the happening and 
continuance of an event of default specified in paragraph (d) under the caption “Events of Default” above, then and 
in every such case the Trustee shall, upon the written request of the Holders of not less than twenty-five per centum 
(25%) in principal amount of the Defaulted Allocable Portion of the Outstanding Bonds of the Applicable Series, by 
a notice in writing to the Authority, declare the principal of and interest on the Defaulted Allocable Portion of the 
Outstanding Bonds of such Applicable Series to be due and payable immediately.  At the expiration of thirty (30) 
days after notice of such declaration has been given, such principal and interest shall become and be immediately 
due and payable, anything in the Resolution or in the Applicable Series Resolution or in the Bonds of such 
Applicable Series to the contrary notwithstanding.  At any time after the Defaulted Allocable Portion of the principal 
of the Bonds of such Applicable Series shall have been so declared to be due and payable, and before the entry of 
final judgment or decree in any suit, action or proceeding instituted on account of such default, or before the 
completion of the enforcement of any other remedy under the Resolution, the Trustee may, with the written consent 
of the Holders of not less than twenty-five per centum (25%) in principal amount of the Defaulted Allocable Portion 
of the Outstanding Bonds of the Applicable Series, by written notice to the Authority, annul such declaration and its 
consequences if:  (i) moneys shall have accumulated in the Applicable Debt Service Account or Accounts of the 
Debt Service Fund sufficient to pay all arrears of interest, if any, upon all of the Defaulted Allocable Portion of the 
Outstanding Bonds of such Applicable Series (except the interest accrued on such Bonds since the last interest 
payment date); (ii) moneys shall have accumulated and be available sufficient to pay the charges, compensation, 
expenses, disbursements, advances and liabilities of the Trustee and Applicable Paying Agent incurred in connection 
with such Defaulted Allocable Portion of such Applicable Series of Bonds; (iii) all other amounts then payable by 
the Authority under the Resolution in connection with such Defaulted Allocable Portion of the Applicable Series of 
Bonds and under the Applicable Series Resolution shall have been paid or a sum sufficient to pay the same shall 
have been deposited with the Trustee; and (iv) every other default known to the Trustee in the observance or 
performance of such covenant, condition or agreement contained in the Resolution or in the Applicable Series 
Resolution or in such Bonds (other than a default in the payment of the principal of such Bonds then due only 
because of a declaration made under the provisions summarized in this paragraph) shall have been remedied to the 
satisfaction of the Trustee.  No such annulment shall extend to or affect any subsequent default or impair any right 
consequent thereon. 

 (Section 11.03) 

Enforcement of Remedies 

Upon the happening and continuance of any event of default specified in the Resolution, then and in every 
such case, the Trustee may proceed, and (i) upon the written request of the Holders of not less than twenty-five per 
centum (25%) in principal amount of the Outstanding Bonds of an Applicable Series, or principal amount of the 
Defaulted Allocable Portion of the Outstanding Bonds of an Applicable Series, as applicable, or (ii) in the case of an 
event of default specified in paragraph (b) under the caption “Events of Defaults” above, upon the written request of 
the Holders of not less than a majority in principal amount of the Outstanding Bonds of an Applicable Series 
affected thereby, the Trustee shall proceed (subject to the provisions of the Resolution), to protect and enforce its 
rights and the rights of the Holders of Bonds of such Applicable Series under the Resolution or under the Applicable 
Series Resolution or under the laws of the State by such suits, actions or special proceedings in equity or at law, 
either for the specific performance of any covenant contained under the Resolution or under such Applicable Series 
Resolution or in aid or execution of any power in the Resolution or in the Applicable Series Resolution granted, or 
for an accounting against the Authority as if the Authority were the trustee of an express trust, or for the 
enforcement of any proper legal or equitable remedy as the Trustee shall deem most effectual to protect and enforce 
such rights, including the foreclosure of any Applicable Mortgage assigned to the Trustee pursuant to the provisions 
of the Resolution summarized herein. 
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In the enforcement of any remedy under the Resolution and under an Applicable Series Resolution, the 
Trustee shall be entitled to sue for, enforce payment of, and receive any and all amounts then, or during any default 
becoming, and at any time remaining, due from the Authority for principal or interest or otherwise under any of the 
provisions of the Resolution or of an Applicable Series Resolution or of an Applicable Series of Bonds, with interest 
or overdue payment of the principal of and interest on such Bonds at the rate or rates of interest specified in such 
Bonds, together with any and all costs and expenses of collection and of all proceedings under the Resolution and 
under any Applicable Series Resolution and under such Bonds, without prejudice to any other right or remedy of the 
Trustee or of the Holders of such Bonds, and to recover and enforce judgment or decree against the Authority but 
solely as provided in the Resolution, in the Applicable Series Resolution and in such Bonds, for any portion of such 
amounts remaining unpaid, with interest, costs and expenses, and to collect in the manner provided by law, the 
moneys adjudged or decreed to be payable.   

(Section 11.04) 

Limitation on Revenues and Security Available for Payments After Certain Defaults; Priority of Payments 
After Default; Cancellation and Replacement of Certain Bonds 

(a) Notwithstanding any provision of the Resolution to the contrary, upon the happening and 
continuance of an event of default specified in paragraph (a) under the caption “Events of Defaults” above resulting 
from a failure of an Applicable Participant to timely pay its Allocable Portion of the Applicable Series of Bonds 
pursuant to the Applicable Loan Agreement, or upon the happening and continuance of an event of default specified 
in paragraph (d) under the caption “Events of Defaults” above, then and in every such case, payment of the principal, 
Sinking Fund Installments, if any, and Redemption Price of and interest on the Defaulted Allocable Portion of the 
Applicable Series of Bonds (either by their terms, by acceleration of maturity or by the extraordinary mandatory 
redemption thereof) shall be limited solely to (i) the Revenues received or receivable by the Authority pursuant the 
defaulting Participant’s Applicable Loan Agreement, including the such Participant’s Pledged Revenues and other 
amounts derived from the exercise of any remedies under the Applicable Loan Agreement and the realization of any 
security or collateral granted by such defaulting Participant as security for its Applicable Loan, and (ii) moneys and 
securities on deposit in the Applicable Accounts of the funds authorized hereby and established pursuant to the 
Applicable Series Resolution for the payment of such defaulting Participant’s Allocable Portion of the Applicable 
Series of Bonds (other than any Account in the Arbitrage Rebate Fund), and the Holders of such Defaulted 
Allocable Portion of the Applicable Series of Bonds shall have no right to any payments from any other Revenues or 
any other funds held by the Trustee hereunder for the payment of such Series of Bonds.   

(b) Subject to paragraph (a) above, if at any time the moneys held by the Trustee in the funds and 
accounts under the Resolution and under an Applicable Series Resolution shall not be sufficient to pay the principal 
of and interest on the Bonds of a Series as the same become due and payable (either by their terms or by acceleration 
of maturity), such moneys together with any moneys then available or thereafter becoming available for such 
purpose, whether through exercise of the remedies provided for in the Resolution or otherwise, shall be applied 
(after payment of all amounts owing to the Trustee hereunder) as follows: 

(i) Unless the principal of all the Bonds of a Series has become or been declared due and 
payable, all such moneys shall be applied: 

FIRST:  To the payment to the persons entitled thereto of all installments of interest then 
due in the order of such maturity of the installments of such interest, and, if the amount available 
shall not be sufficient to pay in full any installment, then to the payment thereof ratably, according 
to the amounts due on such installment, to the persons entitled thereto, without any discrimination 
or preference except as to the difference in the respective rates of interest specified in such Bonds; 
or 

SECOND:  To the payment to the persons entitled thereto of the unpaid principal, 
Sinking Fund Installments or Redemption Price of any Bonds of such Series which shall have 
become due whether at maturity or by call for redemption in the order of their due dates and, if the 
amount available shall not be sufficient to pay in full all of such Bonds due on any date, then to 
the payment thereof ratably, according to the amount of principal, Sinking Fund Installments or 



Appendix F 

F-19 
 

Redemption Price due on such date, to the persons entitled thereto, without any discrimination or 
preference.  

(ii) If the principal of all of the Bonds of a Series or the principal of all of the Defaulted 
Allocable Portion of the Bonds of a Series shall have become or been declared due and payable, all such 
moneys shall be applied to the payment of the principal and interest then due and unpaid upon such Bonds 
or Defaulted Allocable Portion of such Bonds, as the case may be, without preference or priority of 
principal over interest or of interest over principal, or of any installment of interest over any other 
installment of interest, or of any Bond of such Series over any other such Bond, ratably, according to the 
amounts due respectively for principal and interest, to the persons entitled thereto, without any 
discrimination or preference except as to the difference in the respective rates of interest specified in said 
Bonds.  

These provisions summarized above are in all respects subject to the provisions of the Resolution. 

Whenever moneys are to be applied by the Trustee pursuant to the provisions of the Resolution 
summarized herein, such moneys shall be applied by the Trustee at such times, and from time to time, as the Trustee 
in its sole discretion shall determine, having due regard to the amount of such moneys available for application and 
the likelihood of additional moneys becoming available for such application in the future.  The setting aside of such 
moneys in trust for application in accordance with the provisions of this section shall constitute proper application 
by the Trustee, and the Trustee shall incur no liability whatsoever to the Authority, to any Holder of Bonds of a 
Series or to any other person for any delay in applying any such moneys so long as the Trustee acts with reasonable 
diligence, having due regard to the circumstances, and ultimately applies the same in accordance with such 
provisions of the Resolution as may be applicable at the time of application by the Trustee.  Whenever the Trustee 
shall exercise such discretion in applying such moneys, it shall fix the date (which shall be on an interest payment 
date unless the Trustee shall deem another date more suitable) upon which such application is to be made, and upon 
such date interest on the amounts of principal to be paid on such date shall cease to accrue.  The Trustee shall give 
such notice as it may deem appropriate of the fixing of any such date.  The Trustee shall not be required to make 
payment to the Holder of any Bond unless such Bond shall be presented to the Trustee for appropriate endorsement. 

(c) Notwithstanding any other provision in the Resolution to the contrary, if, following the exercise of 
all remedies available to the Trustee under the Resolution and the realization on all security and collateral pledged 
for the payment of a Defaulted Allocable Portion of the Outstanding Bonds of an Applicable Series, moneys derived 
from the sources specified in paragraph (a) above are available to pay only a portion of the principal and interest due 
on the Defaulted Allocable Portion of such Bonds upon the extraordinary mandatory redemption or acceleration 
thereof pursuant to the Resolution, then in each and every case, after application by the Trustee of all available 
moneys to the partial payment of the Defaulted Allocable Portion of such Bonds in accordance with the Resolution, 
(i) the Defaulted Allocable Portion of such Bonds shall be cancelled with the same effect as if paid in full and the 
event of default shall be deemed cured, (ii) all obligations of the Authority and the Trustee under the Resolution and 
the Applicable Series Resolution with respect to the Defaulted Allocable Portion of such Bonds shall be deemed to 
have been discharged and satisfied, and (iii) the Holders of the Defaulted Allocable Portion of such Bonds shall no 
longer be entitled to the benefits of the Resolution and the Applicable Series Resolution by virtue of their ownership 
of the Defaulted Allocable Portion of such Bonds.  Upon payment and/or cancellation of a Defaulted Allocable 
Portion of the Outstanding Bonds of an Applicable Series, the Authority shall execute and the Trustee shall 
authenticate a new Bond or Bonds in a principal amount equal to the Outstanding principal amount of the Bonds of 
such Applicable Series and maturity less the principal amount of the Defaulted Allocable Portion thereof so paid 
and/or cancelled. 

(Section 11.05) 

Bondholders’ Direction of Proceedings.   

Anything in the Resolution to the contrary notwithstanding, the Holders of (i) not less than twenty-five per 
centum (25%) in principal amount of the Outstanding Bonds of a Series or the principal amount of the Defaulted 
Allocable Portion of the Outstanding Bonds of a Series, as applicable, in the case of an event of default specified in 
paragraphs (a), (c) or (d) under the caption “Events of Default” above, or (ii) a majority in principal amount of the 
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Outstanding Bonds of a Series affected thereby, in the case of an event of default specified in paragraph (b) under 
the caption “Events of Default” above, shall have the right by an instrument in writing executed and delivered to the 
Trustee, to direct the method and place of conducting all remedial proceedings to be taken by the Trustee under the 
Resolution and under Applicable Series Resolution, provided, such direction shall not be otherwise than in 
accordance with law or the provisions of the Resolution and of Applicable Series Resolution, and that the Trustee 
shall have the right to decline to follow any such direction which in the opinion of the Trustee would be unjustly 
prejudicial to Bondholders not parties to such direction. 

 (Section 11.07) 

Limitation of Rights of Individual Bondholders 

No Holder of any of the Bonds of a Series shall have any right to institute any suit, action or proceeding in 
equity or at law for the execution of any trust under the Resolution or under any Series Resolution, or for any other 
remedy under the Resolution unless such Holder previously shall have given to the Trustee written notice of the 
event of default on account of which such suit, action or proceeding is to be instituted, and unless also the Holders of 
(i) not less than twenty five per centum (25%) in principal amount of the Outstanding Bonds of a Series, in the case 
of an event of default specified in paragraphs (a) or (c) under the caption “Events of Default” above, (ii) a majority 
in principal amount of the Outstanding Bonds of a Series, in the case of an event of default specified in paragraph 
(b) under the caption “Events of Default” above, or (iii) not less than twenty five per centum (25%) in principal 
amount of the Defaulted Allocable Portion of the Outstanding Bonds of a Series, in the case of an event of default 
specified in paragraph (d) under the caption “Events of Default” above, shall have made written request to the 
Trustee after the right to exercise such powers or right of action, as the case may be, shall have occurred, and shall 
have afforded the Trustee a reasonable opportunity either to proceed to exercise the powers granted by the 
Resolution or to institute such action, suit or proceeding in its or their name, and unless, also there shall have been 
offered to the Trustee reasonable security and indemnity against the costs, expenses, and liabilities to be incurred 
therein or thereby, and the Trustee shall have refused or neglected to comply with such request within a reasonable 
time.  Such notification, request and offer of indemnity are by the Resolution declared in every such case, at the 
option of the Trustee, to be conditions precedent to the execution of the powers and trusts of the Resolution or for 
any other remedy under the Resolution and at equity and in law.  It is understood and intended that no one or more 
Holders of the Bonds of a Series secured by the Resolution and by a Series Resolution shall have any right in any 
manner whatever by his or their action to affect, disturb or prejudice the security of the Resolution or to enforce any 
right under the Resolution except in the manner provided in the Resolution, and that all proceedings at law or in 
equity shall be instituted and maintained for the benefit of all Holders of the Outstanding Bonds of such Series.  
Notwithstanding any other provision of the Resolution, the Holder of any Bond of a Series shall have the right 
which is absolute and unconditional to receive payment of the principal of (or Redemption Price, if any) and interest 
on such Bond on the stated maturity expressed in such Bond (or, in the case of redemption, on the redemption date) 
and to institute suit for the enforcement of any such payment, and such right shall not be impaired without the 
consent of such Holder. 

(Section 11.08) 

Defeasance 

(a) If the Authority shall pay or cause to be paid to the Holders of the Bonds of a Series or any portion 
thereof the principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, thereof and interest 
thereon, at the times and in the manner stipulated therein, in the Resolution, and in the Applicable Series Resolution 
and Applicable Bond Series Certificate, then the pledge of the Revenues or other moneys and securities pledged to 
such Series of Bonds or any portion thereof and all other rights granted by the Resolution to such Series of Bonds or 
any portion thereof shall be discharged and satisfied.  In such event, the Trustee shall, upon the request of the 
Authority, execute and deliver such documents to evidence such discharge and satisfaction as may be reasonably 
required by the Authority, and all moneys or other securities held by it pursuant to the Resolution and to the 
Applicable Series Resolution which are not required for the payment or redemption of Bonds of such Series or any 
portion thereof not theretofore surrendered for such payment or redemption shall be paid or delivered by the Trustee 
as follows: first, to the Arbitrage Rebate Fund, the amount required to be deposited therein in accordance with the 
direction of the Authority; second, to each Applicable Facility Provider which has certified to the Trustee and the 
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Authority that moneys advanced under a Reserve Fund Facility together with any interest thereon have not been 
repaid, pro rata, based upon the respective amounts certified by each such Applicable Facility Provider; third, to the 
Authority the amount certified by the Authority to be then due or past due pursuant to an Applicable Loan 
Agreement for fees and expenses of the Authority or pursuant to any indemnity; and, fourth, the balance thereof to 
the Applicable Participants, as directed in writing by the Authority.  Such moneys or securities so paid or delivered 
shall be released from any trust, pledge, lien, encumbrance or security interest created by the Resolution, by the 
Applicable Series Resolution or by an Applicable Loan Agreement. 

(b) Notwithstanding any provision of the Resolution to the contrary, if any Participant shall have 
prepaid its respective Loan pursuant to the Applicable Loan Agreement and in accordance therewith shall pay or 
cause to be paid its Allocable Portion of the principal, Sinking Fund Installments, if any, or Redemption Price, if 
applicable, and interest on the Applicable Series of Bonds or portions thereof at the times and in the manner 
stipulated therein, in the Resolution, and in the Applicable Series Resolution and the Applicable Bond Series 
Certificate, then the pledge of the Revenues or other moneys and securities pledged with respect to such Loan or any 
portion thereof and all other rights granted under the Applicable Loan Agreement and any Mortgage or security 
interest relating thereto shall be discharged and satisfied; provided that the moneys used for such prepayment shall 
not constitute an avoidable transfer under Section 547 of the United States Bankruptcy Code, as amended, in the 
event of a bankruptcy by such Participant.  Moneys derived from a refunding, borrowed from a third party financial 
institution or set aside by the Participant for such purpose in a segregated account for at least 124 days and not 
commingled with any other moneys of the Participant shall be deemed to be moneys that do not constitute an 
avoidable transfer under Section 547 of the Bankruptcy Code.  In such event, the Trustee shall, upon the request of 
the Authority, execute and deliver such documents to evidence such discharge and satisfaction as may be reasonably 
required by the Participant and the Authority, and all moneys or other securities held by the Trustee pursuant to the 
Resolution and to the Applicable Series Resolution which are not required for the payment or redemption of the 
Participant’s Allocable Portion of the Bonds of such Applicable Series to be defeased or any portion thereof not 
theretofore surrendered for such payment or redemption shall be paid or delivered by the Trustee as follows:  first, to 
the Arbitrage Rebate Fund, the amount required to be deposited therein in accordance with the direction of the 
Authority; second, to each Applicable Facility Provider which has certified to the Trustee and the Authority that 
moneys advanced under a Reserve Fund Facility which constitutes any part of such Participant’s Allocable Portion 
of the related Debt Service Reserve Fund, if any, together with any interest thereon, have not been repaid, pro rata, 
based upon the respective amounts certified by each such Applicable Facility Provider; third, to the Authority the 
amount certified by the Authority to be then due or past due pursuant to the Applicable Loan Agreement relating to 
the Applicable Loan to be prepaid for fees and expenses of the Authority or pursuant to any indemnity; and, fourth, 
the balance thereof to such Participant.  Such securities so paid or delivered shall be released from any trust, pledge, 
lien, encumbrance or security interest created by the Resolution, by the Applicable Series Resolution or by the 
Applicable Loan Agreement. 

(c) Bonds of a Series or any portion thereof for which moneys shall have been set aside and shall be 
held in trust by the Trustee for the payment or redemption thereof (through deposit of moneys for such payment or 
redemption or otherwise) at the maturity or redemption date thereof shall be deemed to have been paid within the 
meaning and with the effect expressed in paragraphs (a) or (b) above.  All Outstanding Bonds of a Series or portions 
thereof or any maturity within such Series or a portion of a maturity within such Series shall prior to the maturity or 
redemption date thereof be deemed to have been paid within the meaning and with the effect expressed in 
paragraphs (a) or (b) above if (i) in case any of said Bonds are to be redeemed on any date prior to their maturity, the 
Authority shall have given to the Trustee, in form satisfactory to it, irrevocable instructions to give as provided in 
the Resolution notice of redemption on said date of such Bonds, (ii) there shall have been deposited with the Trustee 
either moneys in an amount which shall be sufficient, or Defeasance Securities, the principal of and interest on 
which when due will provide moneys which, together with the moneys, if any, deposited with the Trustee at the 
same time, shall be sufficient to pay when due the principal, Sinking Fund Installments, if any, or Redemption Price, 
if applicable, and interest due and to become due on such Bonds on and prior to the redemption date or maturity date 
thereof, as the case may be, any moneys or securities deposited pursuant to the provisions of this paragraph (c)  shall 
be held by the Trustee in separate trust accounts established with respect to each Applicable Loan prepaid under the 
Resolution, (iii) the Trustee shall have received the consent to each deposit of each Applicable Facility Provider 
which has issued a Reserve Fund Facility which constitutes any part of such Participant’s Allocable Portion of the 
related Debt Service Reserve Fund, if any, and which has given written notice to the Authority that amounts 
advanced thereunder or the interest thereon have not been paid to such Applicable Facility Provider, and (iv) in the 
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event such Bonds are not by their terms subject to redemption within the next succeeding sixty (60) days, the 
Authority shall have given the Trustee, in form satisfactory to it, irrevocable instructions to give, as soon as 
practicable, by first class mail, postage prepaid, to the Holders of such Bonds at their respective last known 
addresses, if any, appearing on the registration books, and, if directed by an Authorized Officer of the Authority, by 
publication, at least twice, at an interval of not less than seven (7) days between publications, in an Authorized 
Newspaper, a notice to the Holders of such Bonds that the deposit required by (ii) above has been made with the 
Trustee and that such Bonds are deemed to have been paid in accordance with this paragraph (c) and stating such 
maturity or redemption date upon which moneys are to be available for the payment of the principal, Sinking Fund 
Installments, if any, or Redemption Price, if applicable, of and interest on such Bonds.  The Authority shall give 
written notice to the Trustee of its selection of the maturity for which payment shall be made in accordance with the 
Resolution.  The Trustee shall select which Bonds of such Series and which maturity thereof shall be paid in 
accordance with the Resolution in the manner provided therein.  Neither the Defeasance Securities nor moneys 
deposited with the Trustee pursuant to the Resolution nor principal or interest payments on any such Defeasance 
Securities shall be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the 
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on such Bonds; 
provided, however, that any moneys received from such principal or interest payments on such Defeasance 
Securities deposited with the Trustee, if not then needed for such purpose, shall, to the extent practicable, be 
reinvested in Defeasance Securities maturing at times and in amounts sufficient to pay when due the principal, 
Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest to become due on such Bonds 
on and prior to such redemption date or maturity date thereof, as the case may be; provided, further, that money and 
Defeasance Securities may be withdrawn and used by the Authority for any purpose upon (i) the simultaneous 
substitution therefor of either money in an amount which shall be sufficient, or Defeasance Securities the principal 
of and interest on which when due will provide money which without regard to reinvestment, together with the 
money, if any, held by or deposited with the Trustee at the same time, shall be sufficient to pay when due the 
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, and interest due and to become due 
on such Bonds on and prior to the redemption date or maturity date thereof, as the case may be, and (ii) receipt by 
the Trustee of a letter or other written report of a firm of independent certified public accountants verifying the 
accuracy of the arithmetical computations which establish the adequacy of such money and Defeasance Securities 
for such purpose.  Any income or interest earned by, or increment to, the investment of any such moneys so 
deposited, shall, to the extent certified by the Trustee to be in excess of the amount required hereinabove to pay the 
principal, Sinking Fund Installments, if any, or Redemption Price, if applicable, of and interest on such Bonds, as 
realized, be paid by the Trustee as follows:  first, to the Arbitrage Rebate Fund, the amount required to be deposited 
therein in accordance with the direction of the Authority; second, to each Applicable Facility Provider who has 
certified to the Trustee and the Authority that moneys advanced under a Reserve Fund Facility issued by it which 
constitutes any part of such Participant’s Allocable Portion of the related Debt Service Reserve Fund, if any, 
together with any interest thereon, have not been repaid, pro rata, based upon the respective amounts certified by 
each such Facility Provider; third, to the Authority the amount certified by the Authority to be then due or past due 
pursuant to the Applicable Loan Agreement for fees and expenses of the Authority or pursuant to any indemnity; 
and, fourth, the balance thereof to the Applicable Participants, and any such moneys so paid by the Trustee shall be 
released of any trust, pledge, lien, encumbrance or security interest created by the Resolution or by the Applicable 
Loan Agreement. 

(d) Anything in the Resolution to the contrary notwithstanding, any moneys held by the Trustee or 
Paying Agent in trust for the payment and discharge of any of the Bonds of a Series which remain unclaimed for two 
(2) years after the date when such moneys become due and payable, upon such Bonds either at their stated maturity 
dates or by call for earlier redemption, if such moneys were held by the Trustee or Paying Agent at such date, or for 
two (2) years after the date of deposit of such moneys if deposited with the Trustee or Paying Agent after said date 
when such Bonds become due and payable, shall at the written request of the Authority, be repaid by the Trustee or 
Paying Agent to the Authority as its absolute property and free from trust, and the Trustee or Paying Agent shall 
thereupon be released and discharged with respect thereto and the Holders of Bonds of such Series shall look only to 
the Authority for the payment of such Bonds; provided, however, that, before being required to make any such 
payment to the Authority, the Trustee or Paying Agent may, at the expense of the Authority, cause to be published in 
an Authorized Newspaper a notice that such moneys remain unclaimed and that, after a date named in such notice, 
which date shall be not less than forty (40) nor more than ninety (90) days after the date of publication of such 
notice, the balance of such moneys then unclaimed shall be returned to the Authority. 

 (Section 12.01) 
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PROPOSED FORM OF APPROVING OPINION 
OF BOND COUNSEL 

Upon delivery of the Series 2015A Bonds, Hawkins Delafield & Wood LLP, Bond Counsel to the 
Authority, proposes to issue its legal opinion in substantially the following form: 

HAWKINS DELAFIELD & WOOD LLP 
ONE CHASE MANHATTAN PLAZA 

NEW YORK, NEW YORK  10005 

Dormitory Authority of the 
  State of New York 
515 Broadway 
Albany, New York 12207 

Ladies and Gentlemen: 

We, as Bond Counsel to the Dormitory Authority of the State of New York (the "Authority"), a 
body corporate and politic of the State of New York (the "State"), constituting a public benefit corporation created 
and existing under the Dormitory Authority Act, being Chapter 524 of the Laws of New York of 1944, as amended 
(the "Act"), have examined a record of proceedings relating to the issuance of $29,290,000 aggregate principal 
amount of InterAgency Council Pooled Loan Program Revenue Bonds, Series 2015A, consisting of two subseries:  
$28,115,000 Subseries 2015A-1  (the "Subseries 2015A-1 Bonds") and $1,175,000 Subseries 2015A-2 (Federally 
Taxable) (the "Subseries 2015A-2 Bonds" and together with the Subseries 2015A-1 Bonds, the "Series 2015A 
Bonds").  

The Series 2015A Bonds are issued under and pursuant to the Act, the InterAgency Council 
Pooled Loan Program Revenue Bond Resolution adopted by the Authority on March 31, 2010 (the "Bond 
Resolution") and the series resolution adopted by the Authority on November 12, 2014 (the "Series 2015A 
Resolution").  The Bond Resolution and the Series 2015A Resolution are herein collectively referred to as the 
"Resolutions." 

The Series 2015A Bonds are dated, mature, are payable, bear interest and are subject to 
redemption as provided in the Resolutions and the Bond Series Certificate (as defined in the Resolutions) of the 
Authority fixing the terms and details of the Series 2015A Bonds. 

We are of the opinion that: 

1. The Authority has been duly created and is validly existing under the Act and has the 
right, power and authority to adopt the Resolutions and the Resolutions have been duly and lawfully adopted by the 
Authority, are in full force and effect and are valid and binding upon the Authority and enforceable in accordance 
with their terms. 

2. The Resolutions create the valid pledge which they purport to create of the proceeds of 
the sale of the Series 2015A Bonds, the Revenues and all funds and accounts established by the Series 2015A 
Resolution other than the Arbitrage Rebate Fund (as such terms are defined in the Resolutions), including the 
investments thereof and the proceeds of such investments, if any, subject only to the provisions of the Resolutions 
permitting the application thereof to the purposes and on the terms and conditions set forth in the Resolutions. 

3. The Series 2015A Bonds have been duly and validly authorized and issued by the 
Authority and are valid and binding special obligations of the Authority, payable solely from the sources provided 
therefor in the Resolutions. 
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4. The Series 2015A Bonds are not a debt of the State of New York, and the State of New 
York is not liable thereon, nor shall the Series 2015A Bonds be payable out of funds of the Authority other than 
those pledged for the payment of the Series 2015A Bonds. 

5. The Loan Agreements between the Authority and, respectively, Birch Family Services, 
Inc., Community Resource Center for the Developmental Disabled, Inc., Eden II School for Autistic Children, Inc., 
HASC Center, Inc., Lifespire, Inc., QSAC, Inc., Services for the Underserved, Inc. and SUS-Developmental 
Disabilities Services, Inc., Wildwood Programs, Inc. and Young Adult Institute, Inc. (collectively, the "Series 
2015A Participants"), each dated as of November 12, 2014 (collectively, the "Loan Agreements"), have been duly 
authorized, executed and delivered by the Authority and, assuming due authorization, execution and delivery thereof 
by each of the Series 2015A Participants, constitute legal, valid and binding obligations of the Authority enforceable 
in accordance with their terms. 

6. Under existing statutes and court decisions and assuming continuing compliance with 
certain tax covenants described below, (i) interest on the Subseries 2015A-1 Bonds is excluded from gross income 
for Federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended (the 
“Code”), and (ii) interest on the Subseries 2015A-1 Bonds is not treated as a preference item in calculating the 
alternative minimum tax imposed on individuals and corporations under the Code; such interest, however, is 
included in the adjusted current earnings of certain corporations for purposes of calculating the alternative minimum 
tax imposed on such corporations.  In rendering this opinion, we have relied on certain representations, certifications 
of fact, and statements of reasonable expectations made by the Authority, each of the Series 2015A Participants, as 
applicable, and others, and we have assumed compliance by Authority and each of the Series 2015A Participants, as 
applicable, with certain ongoing covenants to comply with applicable requirements of the Code to assure the 
exclusion of interest on the Subseries 2015A-1 Bonds from gross income under Section 103 of the Code. 

The Code establishes certain ongoing requirements that must be met subsequent to the issuance 
and delivery of the Subseries 2015A-1 Bonds in order that interest on the Subseries 2015A-1 Bonds be and remain 
excluded from gross income under Section 103 of the Code.  These requirements include, but are not limited to, 
requirements relating to use and expenditure of gross proceeds of the Subseries 2015A-1 Bonds, yield and other 
restrictions on investments of gross proceeds, and the arbitrage rebate requirement that certain excess earnings on 
gross proceeds be rebated to the Federal government.  Noncompliance with such requirements may cause interest on 
the Subseries 2015A-1 Bonds to become included in gross income for Federal income tax purposes retroactive to 
their issue date, irrespective of the date on which such noncompliance occurs or is discovered. 

In addition, we have relied on the opinion of counsel to the Series 2015A Participants regarding, 
among other matters, the current qualifications of the Series 2015A Participants as organizations described in 
Section 501(c)(3) of the Code.  For any Subseries 2015A-1 Bonds having original issue discount (“OID”), OID that 
has accrued and is properly allocable to the owners of such Bonds under Section 1288 of the Code is excludable 
from gross income for Federal income tax purposes to the same extent as other interest on the Subseries 2015A-1 
Bonds. 

7. Interest on the Subseries 2015A-2 Bonds is included in gross income for Federal income 
tax purposes pursuant to the Code. 

8. Under existing statutes, interest on the Series 2015A Bonds is exempt from personal 
income taxes imposed by the State of New York or any political subdivision thereof (including The City of New 
York).   

Except as stated in paragraphs 6, 7 and 8 above, we express no opinion regarding any other 
Federal or state tax consequences with respect to the Series 2015A Bonds.  We render this opinion under existing 
statutes and court decisions as of the issue date, and assume no obligation to update, revise or supplement this 
opinion to reflect any action hereafter taken or not taken, or any facts or circumstances that may hereafter come to 
our attention, or changes in law or in interpretations thereof that may hereafter occur, or for any other reason.  
Furthermore, we express no opinion on the effect of any action hereafter taken or not taken in reliance upon an 
opinion of other counsel on the exclusion from gross income for Federal income tax purposes of interest on the 
Series 2015A Bonds, or under state and local tax law. 
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In rendering this opinion, we are advising you that the enforceability of rights and remedies with 
respect to the Series 2015A Bonds, the Resolutions and the Loan Agreements may be limited by bankruptcy, 
insolvency and other laws affecting creditors' rights or remedies heretofore or hereafter enacted and is subject to 
general principles of equity (regardless of whether such enforceability is considered in a proceeding in equity or at 
law). 

We have examined an executed Subseries 2015A-1 Bond and a Subseries 2015A-2 Bond and, in 
our opinion, the form of said Series 2015A Bonds and their execution are regular and proper. 

Very truly yours, 
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