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Independent Auditor’s Report

Board of Directors
Cypress Hills Local Development
Corporation

We have audited the accompanying balance sheet of Cypress Hills Local
Development Corporation as of June 30, 2011 and 2010, and the related statements of
activities, functional expenses and cash flows for the years then ended. These financial
statements are the responsibility of Cypress Hills Local Development Corporation’s
management. Qur 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 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 Cypress Hills Local
Development Corporation’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 audits provide 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 Cypress Hills Local Development Corporation as
of June 30, 2011 and 2010, and the changes in its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States

o Tt ¢ Tt i

January 17, 2012

Auditors and Consultants 655 Third Avenue, 12th Floor, New York, NY 10017
Serving the Health Care & Not-for-Profit Sectors {212) 867-4000 / Fax (212) 867-9810 / www.loebandtroper.com



EXHIBIT A
CYPRESS HILLS LOCAL DEVELOPMENT

CORPORATION
BALANCE SHEET
JUNE 30, 2011 AND 2010
2011 2010
ASSETS
Cash and cash equivalents b 627,660 $ 458,135
Grants receivable 1,099,140 1,319,908
Accounts receivable 98,332 102,279
Contributions receivable - current 139,257 327,559
Prepaid expenses and deposits 70,959 36,703
Due from related parties (net of allowance for
doubtful accounts of $24,800 in 2011) (Note 4) 812,178 638,365
Fixed assets - net (Note 5) ' ‘ 192,191 215,112
Total assets $ 3,039,717 § 3,098,061
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses $ 547,733  $ 721,177
Grant advances 89,445
Deferred rental income 10,650 10,650
Loans payable (Note 6) 100,000 174,998
Total liabilities 747,828 906,825
Net assets (Exhibit B)
Unrestricted 1,698,162 1,498,478
Temporarily restricted (Note 3) 593,727 692,758
Total net assets 2,291,889 2,191,236
Total liabilities and net assets ¥ 3,039,717 % 3,098,061

See independent auditor's report.

The accompanying notes are an integral part of these statements.
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EXHIBIT D
CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION
STATEMENT OF CASH FLOWS

YEARS ENDED JUNE 30, 2011 AND 2010

2011 2010

Cash flows from operating activities
Change in net assets (Exhibit B) $ 100,653 $ 338,719
Adjustments to reconcile change in net assets
to net cash provided by operating activities

Depreciation and amortization 50,124 52,513
Decrease (increase) in assets
Grants receivable 220,768 (120,262)
Accounts receivable 3,947 (6,114)
Contributions receivable 188,302 153,816
Prepaid expenses and deposits (34,256) (22,196)
Due from related parties (173,813) (278,360)
Increase (decrease) in liabilities
Accounts payable and accrued expenses (173,444) (5,407)
Grant advances 89,445 (39,628)
Deferred rental income 10,650
Net cash provided by operating activities 271,726 83,731
Cash flows from investing activities
Fixed asset acquisitions (27,203) (5,673)
Cash flows from financing activities
Proceeds from loans 25,000 25,000
Principal payments on loans (99,998) {50,002)
Net cash used by financing activities (74,998) (25,002)
Net change in cash and cash equivalents 169,525 53,056
Cash and cash equivalents - beginning of year 458,135 405,079
Cash and cash equivalents - end of year $ 627,660 § 458,135

Supplemental disclosure of cash flow information
Cash paid during the year for interest $ 706 §$ 3,557

See independent auditor's report.

The accompanying notes are an integral part of these statements.
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 1 - NATURE OF ORGANIZATION

Cypress Hills Local Development Corporation (Cypress Hills) is a not-for-profit community
organization founded in May 1983 to revitalize the Cypress Hills community in northeast
Brooklyn. . The organization sponsors comprehensive housing preservation, economic
development, community organizing and youth and human services programs that serve 8,000
residents annually. Cypress Hills’ programs and services include: tenant organizing, housing
and homeownership counseling, mortgage foreclosure prevention, commercial revitalization,
workforce development and college access counseling for young adults, summer youth
employment, after-school programs, adult education classes, school-based community centers, a
foster care prevention program, intergenerational services, benefits access help and free tax
preparation, affordable housing development and the development of community facilities, a
neighborhood-wide sustainability initiative, parent leadership and community organizing
activities focused on educational reform and community building. The primary sources of
revenues to Cypress Hills Local Development Corporation are government grants and
contributions.

Cypress Hills is a not-for-profit organization exempt from federal income tax under Section
501(c)(3) of the Internal Revenue Code.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of accounting - The financial statements are prepared on the accrual basis of accounting.

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 and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Cash and cash equivalents - Cash and cash equivalents consist of cash and highly liquid
investments with maturity dates when acquired of three months or less.

Grants receivable - Grants receivable are recorded based on contracts for services provided. A
receivable is recorded when expenses incurred exceed cash received under the terms of the
contract.

~continued-

|5 LOEB & TROPER 11p



CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011 AND 2010

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accounts receivable - Accounts receivable consist of receivables related to management and
development fees and sublease rental revenue. Interest is not accrued or recorded on
outstanding receivables.

Contributions receivable - Unconditional promises to give that are expected to be collected
within one year are recorded at net realizable value. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their estimated
future cash flows. The discounts on those amounts are computed using risk-adjusted interest
rates applicable to the years in which the promises are received. Amortization of the discounts
is included in contribution revenue. Conditional promises to give are not included as support
until the conditions are substantially met. Interest is not charged on outstanding receivables.

Allowance for doubtful accounts - Management determines whether an allowance for doubtful
accounts is necessary for grants, accounts and contributions receivable and due from related
parties. Accounts written off as uncollectible are deducted from the allowance for doubtful
accounts. Such estimate is based on management’s assessments of the creditworthiness of its
grantors and contributors, the aged basis of its receivables, as well as current economic
conditions, subsequent receipts and historical information. Cypress Hills has determined that no
allowance for uncollectable accounts for grants, accounts and contributions receivable is
necessary as of June 30, 2011 and 2010.

Fixed assets - Fixed assets are recorded at cost. Items with a cost of $500 or more and an
estimated useful life of more than one year are capitalized. Depreciation of assets is computed
using the straight-line method over the estimated useful lives of the assets. Amortization of
leasehold improvements is computed using the straight-line method over the lesser of the term
of the lease or the estimated useful lives of the improvements.

Grant advances - Payments from government agencies in excess of qualifying expenses under
the terms of the contract are reflected on the balance sheet as grant advances.

Deferred rental income - Rental income received for the next fiscal year is reported as deferred
rental income.

Unrestricted net assets - Unrestricted net assets include funds having no restriction as to use or
purpose imposed by donors.

Temporarily restricted net assets - Temporarily restricted net assets are those whose use by
Cypress Hills has been limited by donors to a specific time period or purpose.

-continued-
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011 AND 2019

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Government grants - Revenues from government contracts are recognized when reimbursable
expenses are incurred under the terms of the contract. Such revenues are subject to audit by the
agencies. No provision for any disallowances is reflected in the financial statements, since
management does not anticipate any material adjustments.

Contributions - Unconditional confributions, 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
temporarily 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, temiporarily restricted net assets are
reclassified as unrestricted net assets and reported in the statement of activitics as net assets
released from restrictions.

Rental income - Rental income is recognized based on signed rental agreements. When
material, an adjustment is made to straight-line the income over the term of the lease.

Functional allocation of expenses - The costs of providing Cypress Hills’ services have been
summarized on a functional basis. Accordingly, certain costs have been allocated among the
programs and supporting services benefited.

Rental expense - Operating lease expense has been recorded on the straight-line basis over the
life of the lease. Deferred rent, when material, is recorded for the difference between the fixed
payment and the rent expense.

Advertising - Advertising costs are expensed when incurred.
Uncertainty in income taxes - Cypress Hills has determined that there are no material uncertain
tax positions that require recognition or disclosure in the financial statements. Periods ending

June 30, 2008 and subsequent remain subject to examination by applicable taxing authorities.

Subsequent events - Subsequent events have been evaluated through January 17, 2012, which is
the date the financial statements were available to be issued.

Reclassification - To conform to the current year’s presentation, management fees receivable
Y P )
previously included in contributions receivable were reclassified to accounts receivable.

Management and development fees - Revenues from management and development fees are
recognized based on the terms of the signed agreements.

-continued-
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 39, 2011 AND 2010

NOTE 3 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at June 30, 2011 and 2010 are available for the following
purposes or periods:

2011 2010
Community development $ 126,809 A 132,002
Economic development and community organizing 4,847 143,209
Housing development and counseling 12,581 32,049
Youth and human services 439,490 375,498
For periods after June 30 10.000 10,000

$__ 593727 $__ 692758

Temporarily restricted net assets were released from donor restrictions by incurring expenses
satisfying the restricted purposes or by occurrence of other events specified by donors.

2011 2010
Community development $ 499,740 3 746,069
Economic development and community organizing 97,177 117,050
Housing development and counseling 268,131 247759
Youth and human services 1,624,267 1,073,526
Lapse of time restriction 171,000
$_2.489315 52,355,404

-continued-
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CYPRESS HILLS LOCAL DPEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 4 - RELATED PARTIES
Cypress Hills is related through common board members to the following organizations:

125 Fountain Avenue LP

Cypress Court Housing Corporation
Cypress Corners Housing Corporation
Cypress Hills Community School Development Corporation, Inc.
Cypress Hills Housing Corporation
Arlington Apartment HDFC

Cypress Homes HDFC

Cypress Plaza Group LP

Cypress West HDFC

Glenmore Gardens HDFC

Cypress Hills Child Care Corporation
Cypress Corners LP

Cypress Court Associates LP

Cypress Hills Liberty, Inc.

Cypress Mews HDFC

Cypress Plaza Development Corporation
Liberty Apartments HDFC
Pitkin-Berriman HDFC

Cypress Village Housing Corporation
Cypress Village LP

Cypress Hills Senior Housing HDFC

During 2011 and 2010, Cypress Hills recorded management and development fees of $510,430
and $303,848, respectively, from these related parties.

-continued-
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CYPRESS HILLS LOCAL DEVELOPMENT

CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011 AND 2010

NOTE 5 - FIXED ASSETS

Estimated
2011 2010 Useful Lives
Leasehold improvements $ 303,054 $ 303,054 25 years
Equipment 468.332 441.129 5 years
771,386 744,183
Accumulated depreciation
and amortization (579.195) (529.071)
$__192,191 $_.215112

NOTE 6 - LOANS PAYABLE

Cypress Hills has unsecured interest-free loans payable under Deutsche Bank’s working capital
program. These loans mature at various dates through 2014 and are eligible for renewal at
maturity. The funds are to be used for development of affordable housing. The balance as of

June 30, 2011 and 2010 was $100,000.

During 2009, Cypress Hills obtained a $330,000 line of credit from Capital One Bank with an
interest rate of 3%. In October 2010, the line of credit was extended, under the same terms,
until November 1, 2014. As of June 30, 2011 and 2010, the balance due was $0 and $74,998,

respectively.

Interest expense for the years ended June 30, 2011 and June 30, 2010 was $706 and $3,557,

respectively.

Future loant payments are as follows:

2012 $ 50,000
2013 25,000
2014 25,000

$_100,000

-continued-
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 7 - GOVERNMENT AUDITS

Revenues and expenses for services rendered are subject to fiscal and compliance audits by the
government grantor agencies. No provision for audit adjustments has been recorded in the
financial statements. Management is of the opinion that adjustments, if any, will not have a
material effect on the financial statements.

NOTE 8 - LEASE COMMITMENTS

Office space is leased under a 25-year operating lease expiring in 2015 at $1 per year. Under
the terms of the lease, Cypress Hills spent $250,550 renovating the office space, which was
capitalized and is being amortized over the life of the lease. The yearly amortization of $10,022
on the original renovation approximates the fair value of the rental of the office space.
Accordingly, Cypress Hills has not recorded donated rent or additional rent expense for this
office space.

On January 1, 2007, Cypress Hills renewed its operating lease for a second office located at
3214 Fulton Street, Brooklyn, New York. The lease expired on December 31, 2009. Cypress
Hills continues to make rental payments of $990 on a month-to-month basis.

On January 1, 2007, Cypress Hills entered into an additional lease for an office located at 2836
Fulton Street, Brooklyn, New York. The lease expired on December 31, 2009. Between
January and December 2010, Cypress Hills continued to make rental payments of $715 on a
month-to-month basis. On January 1, 2011, a new lease was signed. The lease expires on
December 31, 2012. Monthly payments are $787 and are not subject to any increases.

During 2010, Cypress Hills entered an operating lease for additional office space at 832 Jamaica
Avenue. Monthly payments were $1,750. The lease expired in October 2011 and was
subsequently renewed until October 2013. Under the terms of the new lease, monthly payments
are $2,000 and are not subject to any increases.

During 2010, Cypress Hills entered into an operating lease agreement with Cypress Plaza Group
LP for additional office space. The lease expires in 2024. Monthly rental payments are subject
to annual increases.

Rent expense for the years ended June 30, 2011 and 2010 was $134,070 and $113,047,
respectively.

~continued-
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 8 - LEASE COMMITMENTS (continued)

The future minimum annual rental payments are due as follows:

2012 $ 113,419
2013 111,195
2014 91,120
2015 85,812
2016 87,528
Thereafter 766.236

Total $__1.255310

NOTE 9 - RENTAL INCOME

Cypress Hills receives rental income from four leases for use of their facilities. The leases
expire in 2019. Minimum rental income is due as follows:

2012 3 105,165
2013 109,983
2014 115,406
2015 118,937
2016 119,232
Thereafter _382.349

Total 5 951,072

NOTE 10 - CONCENTRATIONS

The majority of Cypress Hills’ government grants are funded through New York State and New
York City government programs. The outstanding grants receivable due from New York City as
of June 30, 2011 and 2010 are $502,867 and $676,320, respectively. The outstanding grants
receivable due from New York State as of June 30, 2011 and 2010 are $228,843 and $333,575,
respectively. '

Financial instruments which potentially subject Cypress Hills to a concentration of credit risk
are cash accounts with financial institutions in excess of FDIC insurance limits.

~continued-
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CYPRESS HILLS LOCAL DEVELOPMENT
CORPORATION

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011 AND 2010

NOTE 11 - PENSION PLAN

In December 1999, Cypress Hills established a Section 403(b) retirement plan covering all full-
time employees after one year of service. Cypress Hills may match the employees’ contribution
up to a maximum limit, as determined on a yearly basis. The pension cxpense for the years
ended June 30, 2011 and 2010 was $51,212 and $41,627, respectively.

NOTE 12 - COMMITMENTS

Cypress Hills has guaranteed loans for the following Corporations:

A.

Cypress Hills Child Care Corporation for the benefit of Local Initiatives Support
Corporation (LISC). The maximum value of the loan is $575,000. At June 30, 2011, the
balance was $54,804.

Glenmore Gardens HDFC for the benefit of LISC - The maximum value of the loan is
$150,000. At June 30, 2011, the balance was $78,505.

Glenmore Gardens HDFC for the benefit of Capital One Bank - The maximum value of the
loan is $2,442,632. At June 30, 2011, the balance was $2,075,175.

Cypress West HDFC for the benefit of LISC - The maximum value of the loan is $98,000.
At June 30, 2011, the balance was $98,000.

Cypress Homes HDFC for the benefit of LISC - The maximum value of the loan is
$2,000,000. At June 30, 2011, the balance was $693,292.

Cypress Homes HDFC for the benefit of Low Income Investment Fund (LIIF) - The
maximum value of the loan is $2,328,378. At June 30, 2011, the balance was $802,616.
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