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Independent Auditors' Report

Board of Directors
Clubhouse of Suffolk, Inc.
Ronkonkoma, New York

We have audited the accompanying consolidated financial statements of Clubhouse ot Suttolk, Inc. and its
subsidiaries, Clubhouse Collective, Inc., Suffolk County United Veterans Halfway House Project, Inc., and
Mental Health Association in Suffolk County (hereinafter collectively the “Clubhouse”) which comprise the
consolidated statement of financial position as of December 31, 2013, and the related consolidated
statements of activities and changes in net assets, and cash flows for the year then ended, and the related
notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated 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 consolidated 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 consclidated tinancial 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the
Clubhouse’s preparation and fair presentation of the consolidated 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 Clubhouse’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
consolidated financial statements.

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




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 consolidated financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the basic consolidated financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall
consolidated financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of the Clubhouse as of December 31, 2013, and the changes in its
consolidated 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 Matters

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as
a whole. The accompanying consolidated statement of functional expenses for the year ended December 31,
2013 and the consolidating statement of financial position and consolidating statement of activities and
changes in net assets as of and for the year ended December 31, 2013 are presented for purposes of
additional analysis and are not a required part of the consolidated 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 consolidated financial statements. The information has been subjected
to the auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the consolidated
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 consolidated financial statements as a whole.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated April 28, 2014 on
our consideration of Clubhouse of Suffolk Inc.’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements, and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that festing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audits.

Coo € Abseinte LLP

Bohemia, New York
April 28, 2014



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2013
ASSETS (Note 5)

Current Assets:
Cash and cash equivalents (NOtE G)........ccuurcuierrermreesonssunmrssnrrsssssssesssecsssosessseesssessasssssessans, $ 431,846
Restricted cash and cash equivalents (NOIE 9).........oovueureuieenieneemeeeesseseeerseesessessesesseesss oo 2,639
Contracts and accounts receivable, net (Notes 2 and 9).........coo.eeererereeierseeeermnrercesssneeesssns 1,990,245
Current portion of capital lease receivable.........c.eruneerrereeeressensecninne Nerrers e e 9,500
Prepaid expenses and other CUITENt ASSELS.......ccvumrmemmriesssneesessesesssssssmsenesesessesseseeseesssesersseees 101,728
Total Current Assets 2,535,958
Long-term portion of capital lease 1eceiVable..........oumierrereeesssisromsiemsesssncsesereesssseessssesssnnn. 26,916
Property and equipment, net (NOtes 3 and 6)........ec.cueeeeeeeiereeeeeeeeseseessssesesseseessessseseeeesss oo 5,718,270
Property held for sale (NOte 8)...........ccuciumemeercsmmmnssns s sssssessssssssesseesersonesssssmsssssssseesesnes 74,900
SECUTILY AEPOSIES.....uccitsieetrrresstsccsscssc st seese s sasessasssssss s ses e ssss s ss e e eeneesses s seseseseeseeenn 17,643

TOTAL ASSETS § 8,373,687

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable and aCCrUed EXPENSES. ...ovwvruoriiersenersesssessssesseemseeesessessesessesesessesssessmseses $ 845,489
Refundable advances (INOEE 7).........cuocuecreeminrenrerneeereessscoeeneensesssssssssssessessessssssseesssesessseeeseese e 1,133,990
Current portion of UNEAINEd TNCOIIE. ... e e eeceeeereeeet et sesee e s e eeeseeeeseeeeenen, 31,782
Lines Of Credit (INOLE B)....cc..cveueeeeieeiiessti e eenvsesesaseseesesstessssen s sees s ees s eseeet st s e eeeeee e eens 308,549
SeCUTty dePOSILS PAYADIE........o.ccerirserserrmreesssesnsesserssnsses s sssetnsseeseeseesersssansesssesses e e 2,322
Current portion of mortgages payable (INOe 6).......i.uweeccuerusncenecmerecroesesssesssssssssessessinsees 57,568
Current portion of obligation under capital Ieases.............c..uuereeeeremsnosseesnrecresosssssesseesesssennn 24,870
Total Current Liabilities 2,494 570

Long-term portion of unearned iNCOME. ........covcuemrieereemsecusivecisessssseseeseseeseessssesseesssssesseessoseens 4,722
Long-term. portion of mortgages payable (INOE 6)..........ooeeueivurironreeeresessseseemsesessssosssssssrns 1,378,566
Long-term portion of obligation under capital 18aSes.............vvveeeemeeerreeoseemrereeserssssrossssssssesson. 63,327
Total Liabilities 3,941,185

Commitments and contingencies (Notes 3,4, 5,6,7,8, and 9)

Net Assets:
UNT@SIIICERM. .. .receerteere ettt s s aet e et seeseesemsesessseesesas e rms e esese e sm s seeeen s e s e e 4,431,447
Temporarily 1ESHICted.. ... vuureeerceeectcnrc et sas et seecrensenssesseeres s 1,055

Total Net Assets 4,432 502

TOTAL LIABILITIES AND NET ASSETS § 8,373,687

The accompanying notes are an integral part of these consolidated financial statements -3-



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGE IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2013

Revenue:
Program services (Notes 7 and 9):

B fOF SEIVICE. ..rvieeeeceteeit s reseeveseeeemeeesseseeseeeeeer s et et e e ee et sese e

Temporarily

Unrestricted

Restricted Total

Grant and COMMTACE SUPPOLT....c.ueeeeererrrensenesecrsssse e ceecsresessesesssessssessssen.
Rental INCOME. ...ttt b sesresssass st e s e e saesesnnen,

Other revenue/ {expense):

CONITIDUHONS. ... ececreccseerec et sssss b e com oo seeseseesesst st oeseeeme s
Fundraising €Vents...........uucicocnerimmessmsssmssioeeessrsssssssssasessessscosessesseenes
Direct expenses of fundraising events............o..ooiuieeoeeeeeresssesscesessenns
OHher INCOMIE. ..euveeiteeecemrrtreseerenes s b cens s s ee s s seeseeseeeessssesenne s
Net Joss on fixed asset diSPoSal.......c..crimrmeremviensesecmsseeesesoseeremsseresssns
INEErest INCOME......cu.iuiicerisserineri s sttt ees e e st e
Total Other Revenue/{Expense), Net

Total Revenue, Net

Expenses:
Program services:

HOUSING vttt e sr s s st s s st e
Community and referral.......... e erseseeseeeesessanes
WOrkforce training..........o.covrecmernrenrsnsseseessesssseeesesseessessesssmesseressesssesneneen
Care MANAGEINENIE..........cvuereceserss e ssse s teeee e senseesssssesesses s,

Supporting services:

Administrative and oVerhead..........ocoeveeeeeeeeeereeee oo eee e eee e

Total Supporting Services
Total Expenses

Change in Net ASSe1S............uiieuncresreenesseerissesssssressssesssesasss e sesessoseresseseessesssesan
Net assets, beginming of year (INOe 9)........ewurerrmerrrrmsrsesssoreseresseessesesessssessnssene
Net assets, end of year........ccccococerveeeerrennns Finrers et ere bttt e et

$ 4941415 §

- $ 4941415

3,510,010 - 3510010
256,641 - 256,641
15,200 (15,200) .
8,723,266 (15200) 8,708,066
398,534 710 399,244
41,574 - 41,574
(20,471) - (20,471)
78,041 . 78,041
(14,344) . (14,344)
3,799 - 3,799
487,133 710 487,843
9,210,399 (14,490) 9,195,909
603,509 = 603,509
156,138 = 156,138
138,485 - 138,485
1,831,697 - 1,831,697
3,069,801 - 3,069,801
460,580 . 460,580
117,302 . 117,302
133,946 - 133,946
968,291 ; 968,291
7,479,749 - 7479749
1,189,494 : 1,189,494
12,393 - 12,393
1,201,887 - 1,001,887
8,681,636 - 8,681,636
528,763 (14,490) 514,273
3,902,684 15545 3,918,229

$ 4431447 $

1,055 -$ 4,432,502

The accompanying notes are an integral part of these consolidated financial statements



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013

Cash Flows from Operating Activities:

Change I NEt ASSEES..........viiviitris it rase s e s e sase s s st b e er et s 514,273
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Depreciation and amortization................ccooimnemeeseeet st iesses vt ns e seseresesssssacns 287,887
Net increase in allowance for doubHU] ACCOUIES.....veeeeeeeeeeee v et s ere e ee e eeeerssesnseses s 21,521
Loss on write down to fair value - property held for resale..........ccooemeruerereeecerrrcesecrsrreesnne 14,344
Changes in operating assets and liabilities:
(Increase)/ decrease in assets:
Restricted cash and cash equivalents.............ccccvccmrininnrnnecncsnerss s esmsensss e 3,442
Contracts and accounts 1eceivable.............uniiceicnrinnesesre s saens (625,085)
Prepaid expenses and other CUITENt aSSetS. ..o seseessenss s eenns 142,529
SeCULIEY AEPOSHS...vuiiiieeitieieece it asseseeesesaserseesetas s ssareass bbbt enseens (626)
Increase/ (decrease) in liabilities:
Accounts payable and accrued eXPenses........... et 11,339
UNEATTIEM INCOINE. ......cceveirrieeetiie et eceseens i st asssssssstassbess sameeesenenseessesssensesesssessasensesessseerensanesessoes 236,209
Security deposits payable.................coiimn sttt s (752)
Total AdJUSTIMENES. ...ttt et a e se e 90,808
Net Cash Provided by Operating Activities 605,081
Cash Flows from Investing Activities:
Purchases of property and equiPment..........cc.verereerineensennenermssresssessssesseesssssenssesssesssssessssns (467,281)
Disposal of property and eqUIPIENt..............coierereueeecerce st enssstecareesseeesesenseessess s st eeseens 1,118
Payments received for capital lease receivable............oocoeoenmnrrorinsissionionec e sessnns 9,500
Net Cash Used in Investing Activities (456,663)
Cash Flows from Financing Activities:
Repayments of IINes of CTML........cccorrnrriirn ittt e sesessessssesseeeessseeesesasesseesstme s (1,646,149)
Proceeds frOmM HNES OF CTOAIE. c..c.ii ettt et vea e e e sts st stesaraseteserameensmsemsasssssatsstnemn eeeemmoe, 1,712,500
Repayments of Notes Payable...........iccc e st es s s sssssasssreresses (182,700)
Repayment Of MOTEZaZE......on. ittt se et st bt s bt e saraes (147,924)
Repayments of capital lease 0bligations............cccoeeermrmiccirinmmmnccncenrninnnssiessssteseeraeesssssesssssssrens (22,854)
Net Cash Used in Financing Activities (287,127)
Net decrease in cash and cash eqUIVAIENTS. ...t reseemaee e s ssseseaees (138,709)
Cash and cash equivalents, beginning of YEar..........coocomnmeriniminieisee e et sssesescsenacnas 570,555
Cash and cash equivalents, end Of YEAT.......ccov ettt s esnaseas 431,846
Supplemental Disclosure of Cash Flow Information:
Cash paid fOr INEETESt.......cccciiiuii ittt smss st b raes e saee s e s e e nsnens 120,039
Non-cash acquisition of property held for sale...........cooereeecrcnentnnrnirnsei e e 14,344
The accompanying notes are an integral part of these consolidated financial statements -5-



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NQOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

1. Description of Organization and Summary of Significant Accounting Policies

This summary of significant accounting policies of Clubhouse of Suffolk, Inc. and its subsidiaries,
Clubhouse Collective, Inc., Suffolk County United Veterans Halfway House Project, Inc. (“the Vets”), and
Mental Health Association in Suffolk County, Inc. (“the MHA") (hereinafter collectively “the Clubhouse”) is
presented to assist in understanding the Clubhouse’s consolidated financial statements. The consolidated
financial statements and notes are representations of the Clubhouse’s management, who is responsible for
the integrity and objectivity of the consolidated financial statements. These accounting policies conform to
accounting principles generally accepted in the United States of America and have been consistently applied
in the preparation of the consolidated financial statements.

Principles of consolidation - The accompanying consolidated financial statements include accounts of
Clubhouse of Suffolk, Inc., and its subsidiaries, Clubhouse Collective, Inc., Suffolk County United Veterans
Halfway House Project, Inc., and Mental Health Association in Suffolk County, Inc. All intercompany
accounts and transactions have been eliminated upon consolidation.

Nature of operations - The Clubhouse provides psychiatric rehabilitation and support services to people
who have been disabled by psychiatric disabilities who reside in Suffolk County, New York. Clubhouse
Collective, Inc. was established to hold real property for use in the Clubhouse’s programs. The Vets was
established to assist homeless and at-risk Veterans and their families to transition to productive,
independent roles following their transition from military service. Services include a range of housing
service, including a homeless shelter, and other peer-support services. The MHA provides information and
referral, workforce training and support, peer and mutual support groups, and mental health education and
advocacy to individuals, companies, schools, and agencies in Suffolk County.

Basis of presentation - The consolidated financial statements of the Clubhouse have been prepared on the
accrual basis of accounting. Revenue is recorded as earned and expenses are recorded as incurred.

Revenue recognition - Revenue received under government and private grants is restricted as to the use
specified in the grant agreements. The Clubhouse records grant awards accounted for as exchange
transactions as refundable advances until related services are performed, at which time they are recognized
as revenue. In addition, deficit-funded grants are recognized as revenue when reimbursable expenditures
under qualified programs are incurred. Grant contracts are generally expended within a one-year cycle and
as a result will be recorded as revenue in unrestricted net assets. Fee for service revenue is recognized when
service is provided.

Donor-imposed restrictions - Clubhouse is required to report information regarding its consolidated
financial position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. Temporarily restricted assets expended within
the same fiscal year of their receipt are generally reflected as unrestricted net assets. Accordingly, net assets
of the Clubhouse, and changes therein, are classified and reported as follows:

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily restricted net assets - The Clubhouse reports gifts of cash and other assets as 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 to unrestricted net assets and
reported in the consolidated statement of activities and change in net assets as net assets released
from restrictions.




CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that must be
maintained in perpetuity by the Clubhouse. Generally, the donors of these assets would permit the
Clubhouse to use all or part of the income earned on any related investments for general or specific
purposes. At December 31, 2013, the Clubhouse did not maintain any permanently restricted net
assets,

The Clubhouse 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 Clubhouse reports expirations of donor restrictions when the donated
or acquired long-lived assets are in service.

Property and equipment, and depreciation and amortization - Purchased equipment and leasehold
tmprovements are capitalized at cost when acquired. The Clubhouse’s capitalization policy is to capitalize
all fixed asset purchases in excess of $1,000. Depreciation of property and equipment is provided on the
straight-line method over the estimated useful lives of the assets. Amortization of leasehold improvements
is provided on the straight-line method over the term of the related lease or the estimated useful lives of the
improvements, whichever is shorter. Estimated useful lives are as follows:

Buildings, Improvements, and Closing Costs 27.5 - 40 years
Furniture and Equipment 5-15 years
Vehicles 4 - 5 years

Income taxes - The Clubhouse is exempt from federal income tax under section 501(c)(3) of the Internal
Revenue Code and is publicly supported, as described in section 509(a). Donors may deduct contributions
made to the Clubhouse within the requirements of the Internal Revenue Code.

The Clubhouse evaluated its activities for uncertain tax positions and has determined that there were no
uncertain tax positions for 2013.

The Clubhouse files an IRS Form 990 and respective state and local tax returns. These tax returns are subject
to review and examination by Federal, State, and local taxing authorities. Tax returns for the years ended
December 31, 2010, 2011, 2012, and 2013 are open for examination by Federal, State, and local taxing
authorities for Clubhouse of Suffolk, Inc. and its subsidiaries Clubhouse Collective, Inc. and the MHA. Tax
returns for the year ended March 31, 2010 and for the years ended December 31, 2011, 2012, and 2013 are
open for examination by Federal, State, and Iocal taxing authorities for the Vets. The Clubhouse has
determined that it has registered in all states where it is required to be registered.

Cash and cash equivalents - For the purposes of the consolidated statements of cash flows, the Clubhouse
considers all highly-liquid debt instruments with a maturity of three months or less at date of purchase, to
be cash equivalents.

-7



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Functional allocation of expenses - The costs of providing the various programs and other activities have
been summarized on a functional basis in the consolidated statement of activities and change in net assets.
Accordingly, certain costs have been allocated among the programs and supporting services benefited.

Use of estimates - The preparation of consolidated 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 consolidated financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Accounts receivable - Receivables are stated at net realizable amount. Periodically, the accounts receivable
balances are reviewed and evaluated as to their collectibility. An allowance for doubtful accounts is then
established based on these evaluations. A receivable balance is considered past due once it has not been
received by its scheduled due date. The Clubhouse closely monitors outstanding balances for all receivables
and adheres to a standard set of protocols for collection activities to be undertaken at certain times based
upon delinquency status. During 2013, Clubhouse wrote off approximately $57,000 of uncollectible
accounts receivable.

Rental income - The Vets charges veterans that reside in the transitional houses monthly rent based upon
specific rates set by: DSS, the Vets, or 30% of the veteran’s Supplemental Security Income check. The Vets
uses the allowance method to determine uncollectible accounts receivable. The allowance for doubtful
accounts is based primarily on prior years’ experience and management’s analysis of specific account
balances. The Vets does not assess interest or finance charges on accounts receivable balances.
Collectability is assessed on an individual account basis, and uncollectible accounts are written off against
the allowance after approval by the governing board.

Events occurring after report date - The Clubhouse has evaluated events and transactions that occurred
between January 1, 2014 and April 28, 2014, which is the date the consolidated financial statements were
available to be issued, for possible disclosure and recognition in the consolidated financial statements.

2. Contracts and Accounts Receivable, Net

Contracts and accounts receivable by funding source are as follows as of December 31, 2013:

Due from New York State $ 139,714
Due from Suffolk County 297,723
Due from Medicaid 1,201,710
Other 452,062
2,091,209
Less: Allowance for Doubtful Accounts ( 100,964)

$ 1,990,245




CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

3. Property and Equipment, Net

Property and equipment, net of accumulated depreciation, consisted of the following at December 31, 2013:

Buildings, Improvements, and Closing Costs $ 5,867,574
Land 1,227,500
Furniture and Equipment 646,861
Vehicles 378,423

8,120,358

2,402,088)

Less: Accumulated Depreciation (
$ 5,718,270

The New York State Office of Mental Health and Suffolk County have the right to reclaim equipment
purchased with grant funds if the programs in connection with which they are used are terminated.

4. Pension Plan

On January 1, 2012, the Clubhouse changed its defined contribution pension plan to a thrift plan under
section 403(b) of the Internal Revenue Code. The thrift plan and the tax-deferred annuity plan are combined
under a 403(b) thrift aggregated plan. All employees are eligible to make contributions to the plan;
however, only employees over 21 years of age and who have completed one year of service are eligible to
receive employer contributions. Contributions to the pension plan of eligible employees' salaries for the year
ended December 31, 2013 was 5%. Pension contributions were approximately $176,000 for the year ended
December 31, 2013.

The original defined contribution pension plan is still maintained by the Clubhouse. The assets in this
pension plan remain frozen until all outstanding loans have been repaid.

5. Lines of Credit

The Clubhouse has a bank line of credit of $600,000 with interest payable at the bank’s prime lending rate
plus 1.00% (4.25% at December 31, 2013). The line is secured by substantially all assets of the Clubhouse.

The Vets has a line of credit with a bank allowing borrowings up to $100,000, payable at an interest rate of
prime plus 1.00% (4.25% at December 31, 2013), and due on demand. The principal balance of the note
payable on this line at December 31, 2013 was $96,488, which is secured by substantially ail assets held by
the Vets.

The Vets has a credit card with a balance that has been accumulating over the past several years. Monthly
payments are being made against the balance for purchases and interest at an annual interest rate of 15.24%.
The balance at December 31, 2013 was $23,561.

6. Debt Obligations

In November 2004, the Clubhouse entered into a mortgage agreement in the amount of $700,000 related to
the purchase of its Riverhead facility located at 1380 Roancke Avenue, Riverhead. The original mortgage
required interest only, monthly payments calculated at a rate of 6.60%, until November 19, 2007, In February
2007, Clubhouse borrowed an additional $200,000 against this mortgage. In 2013, Clubhouse paid $100,000
of the principal mortgage balance. The mortgage is secured by the property in Riverhead.




CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

6. Debt Obligations (continued)

Interest expense was approximately $52,500 during the year ended December 31, 2013. Subsequent to year-
end, Clubhouse paid $100,000 of the principal mortgage balance.

On February 1, 2014 the mortgage balance of $800,000 was assigned. The mortgage requires payments of
principal and interest (at a rate of 6%) of $4,796 until maturity in January 2019.

In May 2003, the Clubhouse entered into a mortgage agreement in the amount of $445,000 related to the
purchase of sites in Central Islip and Riverhead. The mortgage requires monthly payments of principal and
interest (calculated at an annual rate of 5.95%) of $3,743 until maturity in June 2018. The mortgage is secured
by the underlying properties. Interest expense incurred pursuant to this mortgage totaled approximately
$12,000 during the year ended December 31, 2013.

In September 2005, the Clubhouse entered into a mortgage agreement in the amount of $555,000 related to
the purchase of a residential housing site in Ronkonkoma. The mortgage requires monthly payments of
principal and interest (calculated at an annual rate of 6.47%) of $3,737 until maturity in October 2030. The
mortgage is secured by the underlying property. Interest expense incurred pursuant to this mortgage
totaled approximately $30,000 during the year ended December 31, 2013.

Future scheduled payments for the debt obligations are as follows for the years ended December, 31:

2014 $ 57,568
2015 64,365
2016 68,397
2017 72,683
2018 54,459
Thereafter 1,118,663
Total $ 1,436,134

7. Government Funding and Possible Rate Adjustments

Substantial funding of programs is provided to the Clubhouse by State and local government agencies.
Continuation of such funding is dependent on budgetary allocations from such agencies. In addition,
reimbursements under contracts are subject to audit by various agencies on a regular basis. Liabilities, if
any, resulting from these audits are not presently determinable. Changes in rates resulting from audit
adjustments or rate appeals are reflected in the operations of the Clubhouse when such rates are determined
or can be reasonably estimated.,

8. Property Held for Sale

During 2012, the Vets transferred one of its houses used in the Vets transitional housing program to
property held for sale as it was no longer being used in the program. The property is reflected as property
held for sale and is recorded at the property’s fair value at the time the property was held for sale. The
property was sold on January 15, 2014 for $74,900 to a qualifying veteran,

-10-



CLUBHOUSE OF SUFFOLK, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

9, Concentrations of Risk

As of December 31, 2013, 86% of the MHA’s accounts receivable balance was due from the Suffolk County
Department of Health Services. During the year ended December 31, 2013, the MHA received 79% of its
total revenue from Suffolk County Department of Health Services.

From time to time, the Clubhouse may have cash on deposits with financial institutions that are in excess of
Federal Deposit Insurance Corporation limits.

-11-
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