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Tel: +212 885-8000
Fax: +212 697-1299
www.bdo.com

100 Park Avenue
New York, NY 10017

Independent Auditor’s Report
The Board of Directors
Association to Benefit Children and Affiliate
New York, New York
Report on the Combining Financial Statements
We have audited the accompanying combining financial statements of Association to Benefit
Children and Affiliate (“ABC”), which comprise the combining statement of financial position as
of June 30, 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.

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 combining financial statements referred to above present fairly, in all
material respects, the combining statement of financial position of Association to Benefit
Children and Affiliate as of June 30, 2013, and the change 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.

December 19, 2013
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Association to Benefit Children and Affiliate
Combining Statement of Financial Position

June 30, 2013
ABC
Assets
Current:
Cash and cash equivalents (Note 3) $ 4,430,109
Investments at fair value
(Notes 3, 4, 5 and 6)
4,142,230
Grant receivable
180
Accounts receivable, net of
allowance for doubtful accounts of
$ 0- (Note 3)
2,170,330
Due from affiliate (Note 8)
272,460
Rent receivable
Prepaid expenses and other assets
201,703

$ 238,482

Eliminations
$

-

Total

- $ 4,668,591
4,142,230
180

-

8,412
-

(272,460)
-

2,170,330
8,412
201,703

11,217,012

246,894

(272,460)

11,191,446

548,013
5,397
9,345,621

497,299

$21,116,043

$ 744,193

Total Current Assets
Cash Surrender Value of Life
Insurance Policy (Note 14)
Other Assets
Fixed Assets, Net (Notes 3 and 7)

Liabilities and Net Assets
Current Liabilities:
Accounts payable and accrued
expenses
Accrued compensation
Due to affiliate (Note 8)
Tenant security deposits
Deferred tuition revenue
Deferred compensation (Note 10)

HDFC

$(272,460) $21,587,776

725,760
482,795
9,697
517,650
411,471

$ 129,813
272,460
9,697
-

Total Current Liabilities
Long-term Debt (Note 9)

2,007,863
-

411,970
877,240

(272,460)
-

2,147,373
877,240

Total Liabilities
Commitments and Contingencies
(Notes 3, 10 and 11)
Net Assets (Notes 3 and 12):
Unrestricted:
General
Land, building and equipment

2,007,863

1,289,210

(272,460)

3,024,613

Total Net Assets

$

- $
(272,460)
-

595,947
482,795
517,650
411,471

Total Unrestricted Net
Assets
Temporarily restricted

$

548,013
5,397
9,842,920

-

9,612,189
9,345,621

(545,017)
-

-

9,067,172
9,345,621

18,957,810
150,370

(545,017)
-

-

18,412,793
150,370

19,108,180

(545,017)

-

18,563,163

$21,116,043

$ 744,193

$(272,460) $21,587,776

See accompanying notes to combining financial statements.
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Association to Benefit Children and Affiliate
Combining Statement of Activities

Year ended June 30, 2013
Unrestricted

ABC
Temporarily
Restricted

Total

$ 2,339,162
9,658,263
1,134,218
427,372
1,336,800

$ 1,149,814
(1,336,800)

$ 3,488,976
9,658,263
1,134,218
427,372
-

Total Operating Revenues
Expenses:
Program services:
Early childhood programs
Wrap-around services
Other programs

14,895,815

(186,986)

10,550,025
2,195,048
-

Total Program Services
Supporting services:
Management and general
Development and fundraising
Total Supporting Services

Operating revenues:
Contributions and private grants
Government grants
Tuition and client fees
Rental income (Note 3)
Net assets released from restrictions (Note 11)

Total Expenses
Income (Loss) From Operations Before
Support and Nonoperating Revenues
Support and Nonoperating Revenues:
Unrealized gain on investments
Realized loss on investments
Adjustment to prior year revenue
Interest income
Total Support and Nonoperating
Revenue
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

HDFC
Unrestricted

Eliminations

Total

129,520
-

(19,440)
-

$ 3,488,976
9,773,969
1,134,218
537,452
-

14,708,829

245,226

(19,440)

14,934,615

-

10,550,025
2,195,048
-

371,746

(19,440)
-

10,530,585
2,195,048
371,746

12,745,073

-

12,745,073

371,746

(19,440)

13,097,379

1,607,753
249,869

-

1,607,753
249,869

-

-

1,607,753
249,869

1,857,622

-

1,857,622

-

-

1,857,622

14,602,695

-

14,602,695

371,746

(19,440)

14,955,001

293,120

(186,986)

106,134

(126,520)

-

(20,386)

131,983
(12,959)
121,716
74,697

-

131,983
(12,959)
121,716
74,697

8,000
-

-

131,983
(12,959)
129,716
74,697

315,437

-

315,437

8,000

-

323,437

421,571
18,686,609

(118,520)
(426,497)

-

303,051
18,260,112

$19,108,180

$(545,017)

-

$18,563,163

608,557
18,349,253
$18,957,810

(186,986)
337,356
$

150,370

$

115,706

$

$

See accompanying notes to combining financial statements.
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Association to Benefit Children and Affiliate
Combining Statement of Functional Expenses

Year ended June 30, 2013

Program Services

Expenses:

Employee salaries
Employee benefits and taxes
Total Salaries and Related Expenses
Transportation and worker's expense
Client assistance and activities
Purchase of services
Food & clothing
Bedding, linen and supplies
Rent
Utilities
Repairs and maintenance
Telephone
Office and medical supplies
Professional fees
Insurance
Real estate water and sewer taxes
Depreciation and amortization
Interest expense
Total Expenses

Supporting Services
Program
Management and Development and
General
Fundraising

Early Childhood
Programs

Wrap-Around
Services

Total

$ 5,128,157
1,485,049

$1,187,910
354,976

$ 6,316,067
1,840,025

$ 938,748
335,337

6,613,206
96,974
86,239
1,422,861
265,692
243,159
91,547
157,286
512,679
98,444
124,988
35,916
134,235
25,441
641,358
-

1,542,886
26,621
53,798
69,613
7,411
73,656
40,519
123,759
17,869
25,954
5,830
31,739
2,738
172,655
-

8,156,092
123,595
140,037
1,492,474
273,103
316,815
91,547
197,805
636,438
116,313
150,942
41,746
165,974
28,179

$10,550,025

$2,195,048

Total

HDFC

$133,479
39,059

$1,072,227
374,396

$125,024
25,832

-

1,274,085
45,066
26,941
50,139
10,572
17,384
6,491
12,597
50,169
110,552
3,757
-

172,538
49,569
12,554
3,842
1,746
1,773
5,986
1,055
806
-

1,446,623
94,635
39,495
53,981
12,318
19,157
6,491
12,597
56,155
111,607
4,563
-

150,856
1,094
5,155
5,916
691
18,223
16,863
88,154
5,728
482
7,000
5,242
4,855
52,715
8,772

(19,440)
-

9,753,571
219,324
184,687
1,552,371
285,421
336,663
90,330
214,668
731,083
134,638
207,579
160,353
171,216
33,034
871,291
8,772

$12,745,073

$1,607,753

$249,869

$1,857,622

$371,746

$(19,440)

$14,955,001

814,013

Eliminations
$

-

Total
$ 7,513,318
2,240,253

See accompanying notes to combining financial statements.
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Association to Benefit Children and Affiliate
Combining Statement of Cash Flows

Year ended June 30, 2013
ABC
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
Donated securities
Realized loss on investments
Unrealized gain on investments
(Increase) decrease in:
Grants receivable
Accounts receivable
Due from related party
Prepaid expenses and other
assets
Rent receivable
Cash surrender value of life
insurance policy
Increase (decrease) in:
Accrued payroll and payroll taxes
Accounts payable and accrued
expenses
Due to related party
Deferred tuition revenue
Deferred compensation
Net Cash Provided By
Operating Activities
Cash Flows From Investing Activities:
Proceeds from sale of investments
Purchase of investments
Purchase of fixed assets
Net Cash Used In
Investing Activities
Net Increase in Cash and Cash
Equivalents
Cash and Cash Equivalents, Beginning
of Year
Cash and Cash Equivalents, End of
Year

$ 421,571

HDFC
$(118,520)

818,576
(92,474)
12,959
(131,983)

52,715
-

496,345
1,063,532
(170,741)

Eliminations
$

-

Total
$303,051

871,291
(92,474)
12,959
(131,983)

-

170,741

496,345
1,063,532
-

11,323

-

128,217
11,323

(43,080)

-

-

(43,080)

(72,964)

7,772

-

(65,192)

42,462
(123,192)
55,639

170,741
-

128,217
-

2,404,867

(170,741)
-

42,462
(123,192)
55,639
2,528,898

124,031

-

577,528
(519,223)
(635,369)

-

-

577,528
(519,223)
(635,369)

(577,064)

-

-

(577,064)

1,827,803

124,031

-

1,951,834

2,602,306

114,451

-

2,716,757

$4,430,109

$238,482

-

$4,668,591

$

See accompanying notes to combining financial statements.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

1. Nature of the Organization
The Association to Benefit Children (“ABC”), a not-for-profit organization, provides services to
children and families in the New York Metropolitan area. ABC was founded as a force to challenge
and change the myriad of assaults to children, including, but not limited to, hunger, poverty,
homelessness, physical and emotional abuse, abandonment, substandard housing, failing schools
and substance abuse which endanger their welfare and undermine their future. These perils have
shaped ABC’s course, spurring the formation of humane, cost-effective, replicable model
programs that help children and families reach their fullest potential.
ABC is qualified as a tax-exempt organization under Section 501(c)(3) of the Internal Revenue
Code (the “Code”) and, accordingly, is not subject to Federal income taxes.
The Association to Benefit Children - Housing Development Fund Corporation (“HDFC”) (a not-forprofit corporation) was organized to operate a low-income housing project. HDFC acquired and
renovated a building located at 318 East 116th Street in New York City, named the ABC-HDFC
Apartments. The funds to finance the project were received under a mortgage with the City of
New York Department of Housing Preservation (“HPD”) for the needy and persons of low income.

2. Principles of Combination
The accompanying combining financial statements include the accounts of ABC and HDFC
(collectively, “ABC and Affiliate”) which are related by certain common members of the Board of
Trustees and identical management.
All intercompany balances and transactions have been eliminated in combination.

3. Summary of Significant Accounting Policies
(a)

Basis of Presentation

The financial statements of ABC and Affiliate have been prepared on the accrual basis. In the
combining 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.
(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.
Income from investment gains and losses, including unrealized gains and losses, dividends, interest
and other investments should be reported as increases (or decreases) in unrestricted net assets
unless the use of the income received is limited by donor-imposed restrictions.
These classes are defined as follows:
(i)
Permanently Restricted - Net assets resulting from contributions and other inflows of assets
whose use by ABC 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 the Organization.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

(ii) Temporarily Restricted - Net assets resulting from contributions and other inflows of assets
whose use by ABC and Affiliate is limited by donor-imposed stipulations that either expire by
passage of time or can be fulfilled and removed by actions of the Organization 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 or board-imposed stipulations. The unrestricted net assets are used to account for all
resources over which the Board of Directors has discretionary control.
(c)

Cash and Cash Equivalents

ABC and Affiliate consider all highly liquid investments purchased with a maturity of three months
or less, other than those held in marketable securities portfolios and long-term investments, to be
cash and cash equivalents.
(d)

Donor-Restricted Contributions

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All donor-restricted
support is reported as an increase in temporarily or permanently restricted net assets depending
on the nature of the restriction. When a restriction expires, temporarily restricted net assets are
reclassified to the unrestricted net assets. Support received with donor-imposed restrictions that
are met in the same year in which the contributions are received is classified as unrestricted
contributions.
Contributions of long-lived assets are recorded at fair value at the date of donation. If donors
stipulate how long the assets must be used, the contributions are recorded as restricted support.
An appropriate amount is reclassified to unrestricted net assets over the useful life of the longlived assets as calculated by ABC and Affiliate’s depreciation policy. In the absence of donors’
stipulations, contributions of long-lived assets are recorded as unrestricted support.
(e)

Revenue Recognition

Grants and contributions (including unconditional promises to give) are recorded at fair value
when received. All contributions including unrestricted government grants are considered
available for unrestricted use, unless specifically restricted by the donor. Government restricted
grant revenue is recognized on a cost reimbursement basis, whereby grant revenue is recognized
as grant funds are expended up to the maximum allowable budget amount. Accordingly, these
grants are initially shown as temporarily restricted net assets and subsequently transferred to
unrestricted net assets as the grant and contract stipulations are accomplished, that is, when
grant and contract funds are expended towards program activity or for the purpose specified in
the grant and contract.
(f)

Retirement Plans

ABC and Affiliate have adopted a Section 403(b) Tax Sheltered Annuity Plan effective March 1,
2000. Any employee shall be eligible to participate in salary reduction contributions on the date of
their employment with ABC and Affiliate. However, with respect to non-salary reduction
contributions, any employee who has completed a one-year period of service shall be eligible to
participate as of the date that they have satisfied such requirement. Employees may contribute
up to the maximum permitted by law. ABC and Affiliate will match 50% of the employee’s
contributions limited to the first 2% of the employee’s gross compensation.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

(g)

Fair Value Measurements

Fair value is defined as the exchange price that would be received for an asset or paid to transfer
a liability in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date (an exit price). Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 820, “Fair Value
Measurement”, establishes a hierarchy for inputs used in measuring fair value that maximizes the
use of observable inputs and minimizes the use of unobservable inputs by requiring that inputs
that are most observable be used when available. Observable inputs are inputs that market
participants operating within the same marketplace as ABC and Affiliate would use in pricing ABC
and Affiliate’s asset or liability based on independently derived and objectively determinable
market data. Unobservable inputs are inputs that cannot be sourced from a broad active market in
which assets or liabilities identical or similar to those of ABC and Affiliate are traded. ABC and
Affiliate estimate the price of any assets for which there are only unobservable inputs by using
assumptions that market participants that have investments in the same or similar assets would
use as determined by the money managers administering each investment based on best
information available in the circumstances. The input hierarchy is broken down into three levels
based on the degree to which the exit price is independently observable or determinable as
follows:
Level 1 – Valuation based on quoted market prices in active markets for identical assets or
liabilities. Since valuations are based on quoted prices that are readily and regularly available in
an active market, valuation of these products does not entail a significant degree of judgment.
Level 2 – Valuation based on quoted market prices of investments that are not actively traded or
for which certain significant inputs are not observable, either directly or indirectly.
Level 3 – Valuation based on inputs that are unobservable and reflect management’s best estimate
of what market participants would use as fair value.
(h)

Allowance for Doubtful Accounts

ABC and Affiliate provide an allowance for doubtful accounts for receivables which are specifically
identified by management as to their uncertainty in regards to collectibility.
(i)

Fixed Assets

The cost of fixed assets is depreciated over the estimated useful lives of the assets using the
straight-line method. Leasehold and building improvements are amortized over the lesser of the
life of the lease or asset.
Equipment purchases are capitalized if the cost, or fair value at date of donation, is $1,000 or
more and the useful life is greater than one year. The cost of equipment and leasehold
improvements financed by government funding sources is expensed when incurred if the
contractual agreement specifies that title to these assets rests with the governmental funding
source rather than ABC and Affiliate. The estimated useful lives of the assets are as follows:
Building
Building improvements
Furniture and equipment

25 - 27.5 years
10 - 20 years
3 - 10 years

Leasehold improvements are amortized over the term of the lease or the life of the improvement,
whichever is less.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

(j)

Impairment of Long-Lived Assets

Long-lived assets are tested for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. If such assets are deemed to be
impaired, the impairment to be recognized is measured by the amount by which the carrying
amount of the assets exceeds the fair value. Assets to be disposed of are reported at the lower of
the carrying amount or fair value less costs to sell. There were no impairment losses for the years
ended June 30, 2013.
(k)

Income Taxes

ABC and Affiliate were incorporated in the State of New York and are exempt from Federal and
state income taxes under Section 501(c)(3) of the Code. ABC and Affiliate have made no provision
for income taxes in the accompanying combining financial statements. In addition, ABC 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 Code. There was no unrelated business
income for the year ended June 30, 2013.
(l)

Accounting for Uncertainty in Income Taxes

Under ASC 740, “Income Taxes,” an organization must recognize the financial statement effects of
tax positions taken for tax return purposes when it is more likely than not that the position will
not be sustained. ABC and Affiliate do not believe there are any material uncertain tax positions
and, accordingly, they have not recognized any liability for unrecognized tax benefits. ABC and
Affiliate have filed IRS Form 990 tax returns, as required, and all other applicable returns in
jurisdictions where they are required. For the year ended June 30, 2013, there was no interest or
penalties recorded or included in the combining statement of activities. Management believes it is
no longer subject to income tax examination for the years prior to 2010.
(m)

Use of Estimates

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, 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. Significant estimates by management are used in the computation of due to governmental
agencies, receivables due from governmental agencies, accrued pension liability and bad debt
expense on governmental receivables.
(n)

Rental Income

HDFC receives apartment rent from various individual tenants and a related party, ABC, for the
use of office and school space in its building located at 318 East 116th Street, New York. Rental
income is recognized as earned on a straight-line basis over the term that HDFC provides
occupancy to the tenants. Total rental income for the year ended June 30, 2013 amounted to
$129,520 and the amount pertaining to ABC’s rent is $19,440 which is eliminated in the combining
financial statements.
(o)

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on an
individual basis in the statement of activities. Accordingly, certain costs have been allocated to
the programs and supporting services benefited.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

(p)

Concentration of Credit Risk

Financial instruments which potentially subject ABC and Affiliate to concentration of credit risk
consist primarily of cash and cash equivalents and investments. At various times, ABC and Affiliate
have cash deposits at financial institutions, which exceed the FDIC insurance limits.
(q)

Government Contracts

ABC and Affiliate are being funded by various government agencies, under contracts, which
generally cover a three year period, subject to renewal on an annual basis. The terms of these
contracts give the grantor the right to audit the costs incurred thereunder and adjust contract
funding based upon the amount of funding received. Any costs disallowed by the grantor would be
absorbed by ABC and Affiliate and adjustments by the grantors would be recorded when amounts
are known; however, in the opinion of management, disallowances and adjustments, if any, would
be immaterial and would not have an adverse effect on the financial position of ABC and Affiliate.
(r)

Recently Issued Accounting Pronouncements

(i)

In October 2012, the FASB issued Accounting Standards Update (“ASU”) 2012-05, “Statement
of Cash Flows: Not-for-Profit Entities: Classification of the Sale Proceeds of Donated
Financial Assets in the Statement of Cash Flows.” ASU 2012-05 requires a not-for-profit 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 not-for-profit
imposed restrictions for sale and were converted nearly immediately into cash. Accordingly,
the cash receipts from the sale of those securities would be classified as cash inflows from
operating activities, unless the donor restricted the use of the contributed resources to
long-term purposes, in which case those cash receipts would be classified as cash flows from
financing activities. Otherwise, receipts from the sale of donated securities would be
classified as cash flows from investing activities by the not-for-profit. The amendments are
to be applied prospectively and are effective for fiscal years beginning after June 15, 2013.
Management is currently evaluating the effect that the provisions of ASU 2012-05 will have
on the financial statements.

(ii)

In February 2013, the FASB issued ASU 2013-03, “Clarifying the Scope and Applicability of a
Particular Disclosure to Nonpublic Entities.” This ASU clarifies the disclosure requirements
of ASU 2011-4 for nonpublic entities. The ASU clarified that nonpublic entities are not
required to disclose the fair value hierarchy within which the fair value measurements are
categorized in their entirety for the terms that are not measured at fair value but for which
fair value is disclosed. This ASU was effective immediately upon issuance. The Board
adopted ASU 2013-03 based on its effective date. The adoption of this ASU did not have a
material impact on ABC and Affiliate’s financial statements.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

4. Investments and Fair Value Measurements
Cost and respective fair values of investments at June 30, 2013 are as follows:
June 30, 2013
Equities
Equity mutual funds
Fixed income mutual funds
Fixed income corporate bonds
Inflation indexed securities
Exchange-traded funds
Market index target-term securities
Preferred stock
Total

Cost
$ 420,989
610,291
66,206
687,069
392,799
1,331,780
317,376
111,472

Fair Value
$ 432,402
724,926
76,587
715,625
407,443
1,388,476
289,876
106,895

$3,937,982

$4,142,230

In addition to the above investments, the investment portfolio included $213,032 of cash
equivalents as of June 30, 2013.
Investment income as of June 30, 2013 consists of the following:
June 30, 2013
Realized loss
Unrealized gain
Interest income

$ (12,959)
131,983
74,697
$193,721

The market or fair value of the investments detailed above is determined by reference to market
quotations at June 30, 2013. The investments are managed by professional investment advisors
and managers.
At June 30, 2013, ABC and Affiliate deemed that all securities which were in an unrealized loss
position were temporarily impaired. Positive evidence considered in reaching ABC and Affiliate’s
conclusion that the investments in an unrealized loss position are not other than temporarily
impaired consisted of:
1.

there were no specific events which caused concerns;

2.

ABC and Affiliate’s ability and intent to retain the investment for a sufficient amount of
time to allow an anticipated recovery in value; and

3.

ABC and Affiliate also determined that the changes in market value were considered normal
in relation to overall fluctuations in interest rates.
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Association to Benefit Children and Affiliate
Notes to Combining Financial Statements

5. Fair Value Measurements
ABC and Affiliate’s holdings in equities and publicly-traded mutual funds consist principally of
debt and equity securities carried at their aggregate market value that is determined by quoted
market prices. Each of the above investments can be liquidated daily. The valuation of the above
is based on Level 1 inputs within the hierarchy used in measuring fair value.
ABC and Affiliate’s holdings in the U.S. government and agencies are comprised of bonds issued by
the U.S. Treasury. The fair values of the Company’s U.S. government securities are based on
quoted market prices in active markets and are included in Level 1 of the fair value hierarchy. The
Company believes the market for U.S. Treasury securities is an actively traded market given the
high level of daily trading volume.
The fair value of corporate bonds is estimated using recently executed transactions or market
price quotations (where observable). 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. When observable price quotations are not available, fair value is determined based on cash
flow models with yield curves, bond, or single-name credit default swap spreads and recovery
rates based on collateral values as key inputs. Corporate bonds are classified as Level 2 of the fair
value hierarchy.
ABC and Affiliate’s investment holdings are made up entirely of Level 1 and Level 2 securities.
ABC and Affiliate do not invest in any Level 3 securities.
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The following tables show, by level within the fair value hierarchy, ABC and Affiliate’s financial
assets that are accounted for at fair value on a recurring basis as of June 30, 2013. The financial
assets are classified in their entirety based on the lowest level of input that is significant to the
fair value measurement. ABC and Affiliate’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.
Fair Value Measurement at Reporting Date Using
Quoted Prices
in Active
Significant
Markets for
Other
Significant
Identical Assets
Observable
Unobservable
(Level 1) Inputs (Level 2) Inputs (Level 3)
Equities:
Basic materials
Communications
Consumer cyclicals
Consumer non-cyclicals
Energy
Financial
Healthcare
Industrial
Technology
Preferred stock:
Financial
Utilities
Energy
Home and office products
Real estate trust
Insurance
Electrical equipment
Equity mutual funds:
Foreign large blend
Large blend
Large growth
Intermediate
Small blend
Fixed income mutual funds
Fixed income corporate bonds
Inflation indexed securities
Exchange-traded funds
Market index target-term securities
Total

$ 16,258
9,677
138,557
57,297
35,545
49,143
31,529
37,926
56,470

$

Balance as of
June 30, 2013

-

$-

$

16,258
9,677
138,557
57,297
35,545
49,143
31,529
37,926
56,470

-

49,338
6,507
4,127
5,050
17,798
12,600
11,475

-

49,338
6,507
4,127
5,050
17,798
12,600
11,475

407,443
-

301,339
175,349
33,557
104,002
110,679
76,587
715,625
1,388,476
289,876

-

301,339
175,349
33,557
104,002
110,679
76,587
715,625
407,443
1,388,476
289,876

$839,845

$3,302,385

$-

$4,142,230

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 ABC and
Affiliate’s management believe 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. As of June 30, 2013, there were no changes within the level classifications.
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6. Fair Value of Investments in Certain Entities That Calculate Net Asset Value Per
Share (or its Equivalent)
The following table sets forth additional disclosures of ABC and Affiliate’s investments in certain
entities whose fair value is estimated using the net asset value per share (or its equivalent) as of
June 30, 2013.

Investment

Fair Value
$ 801,513
1,388,476
715,625
407,443
289,876

Mutual funds
Exchanged-traded funds
Fixed income corporate bonds
Inflation indexed securities
Market index target term securities

Redemption
Frequency
Daily
Daily
Daily
Daily
Daily

Redemption
Notice Period
Up to 3 days
Up to 3 days
Up to 3 days
Up to 3 days
Up to 3 days

7. Fixed Assets, Net
Fixed assets, net, stated at cost as of June 30, 2013 consist of the following:
June 30, 2013
Land
Building
Building improvements
Furniture and equipment
Less: Accumulated depreciation and
amortization
Fixed assets, net

$

ABC
55,000
18,400,022
1,018,624
293,477

$

HDFC
13,500
840,563
332,280
9,800

$

Total
68,500
19,240,585
1,350,904
303,277

19,767,123

1,196,143

20,963,266

10,421,502

698,844

11,120,346

$ 9,345,621

$ 497,299

$ 9,842,920

8. Transactions With Affiliate
ABC is affiliated with HDFC through certain common board members and management. As of
June 30, 2013, ABC advanced HDFC $272,460. This amount has been eliminated on the combining
statement of financial position.
Management believes that all of these transactions were conducted at arm’s length.

9. Long-Term Debt
HDFC obtained a mortgage pursuant to Article XI of the Private Housing Finance Law of the State
of New York from the City of New York though the Department of Housing Development. As of
June 30, 2013, the amount of the mortgage proceeds drawn down to rehabilitate the ABC-HDFC
Apartment Building amounted to $877,240.
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The mortgage note dated November 20, 1997, for $883,113 bears interest of 1% per annum, to be
accrued to maturity in 30 years. The mortgage note matures on the 30th anniversary of the debt
service date, which is 270 days after the receipt of a certificate of occupancy. Interest shall begin
to accrue on the first calendar month following the debt service date. Accrued interest was
$122,813 as of June 30, 2013.
At the closing for the mortgage, HDFC acquired the land for the project from the New York City
Department of Housing Preservation and Development (“HPD”) for $1.

10. Retirement Plans
(a)

Pension Plan

ABC and Affiliate made contributions to the plan on behalf of their employees of $151,653 during
2013, which is included in ABC and Affiliate’s combining statement of functional expenses under
employee benefits and taxes.
(b)

Deferred Compensation Plan

ABC and Affiliate have a nonqualified deferred compensation plan for a certain key employee. The
plan assets are held in accordance with a Rabbi Trust and are to be considered temporary assets
of the employer; therefore, they are accessible to general and secured creditors of the employer
in the event of bankruptcy or insolvency. As of June 30, 2013, the assets and the related liability
amounted to $411,471. The assets and related liability are shown in cash surrender value of life
insurance policy and deferred compensation in the combining statement of financial position.

11. Commitments
ABC and Affiliate occupy certain of their premises under an operating lease expiring on August 31,
2013, and lease certain equipment under operating lease agreements expiring at various dates
through June 2014. Future minimum annual lease payments for the year ending June 30, 2014
amount to $19,097.
Total rent expense for the year ended June 30, 2013 amounted to $91,547.

12. Temporarily Restricted Net Assets
Temporarily restricted net assets as of June 30, 2013 are restricted for the following purposes:
Executive director’s discretion
Greenhouse/rooftop
Families Lead Our Way
Therapeutic summer camp

$ 30,723
52,980
41,667
25,000

Total

$150,370
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13. Net Assets Released from Restrictions
The amounts of temporarily restricted net assets released from restrictions during the year ended
June 30, 2013 are as follows:
Echo Park Early Childhood
Greenhouse
Cassidy’s Place Early Childhood
Merricat’s School
Variety House
Keith Harring School
Youth services and summer camp
Families Lead Our Way
Mental Health Fast Break
Saturday program

$ 265,626
414,549
32,688
166,803
31,009
5,000
200,188
50,000
120,937
50,000

Total

$1,336,800

14. Cash Surrender Value of Life Insurance
ABC and Affiliate are the beneficiaries of a life insurance policy on a certain key employee. The
cash surrender value of this policy is reflected as an asset on the combining statement of financial
position.

15. Subsequent Events
ABC and Affiliate’s management has performed subsequent events procedures through
December 19, 2013, which is the date the combining financial statements were available to be
issued and there were no subsequent events requiring adjustment to the combining financial
statements or disclosures as stated herein.
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