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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Cicatelli Associates Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Cicatelli Associates Inc. {a nonprofit
organization), which comprise the statements of financial position as of June 30, 2014 and 2013, and
the related statements of activities and changes in net assets, functonal expenses 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
errot,

Auditor's Responsibility

Our responsibility 1s 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 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.
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Opinion

In our opinion, the financial statements refetred to above present fairly, in all material respects, the
financial position of Cicatelli Associates 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,

Other Marters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organigations, is presented
for purposes of additional analysis and is not a required part of the financial statements. Such
information 1s the responsibility of management and was derived from and telates 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 accotdance 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 27, 2015,
on our consideration of Cicatelli Associates 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 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
petformed in accordance with Government Auditing Standards in considering Cicatelli Associates Inc.’s
internal control over financial reporting and compliance.

New York, New York
Match 27, 2015

CAYMAN | CONNECTICUT | NEW JERSEY ! NEW YORK | PENNSYLVANIA CITRINCOOPERMAN.COM
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CICATELLI ASSOCIATES INC.
STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2014 AND 2013
2014 2013
ASSETS
Cash and cash equivalents $§ 1,503,904 § 3,110,525
Contracts receivable 1,632,850 1,691,494
Other receivables 21,329 37,085
Prepaid expenses 75,727 106,623
Property and equipment, net 578,267 519,370
Security deposits 169,416 169,416
TOTAL ASSETS $___23981493 §___5634513
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable and accrued expenses $ 940,820 § 573,298
Line of credit payable 250,000 1,200,000
Term loan payable 380,000 -
Loan payable - automobile 36,269 -
Capital lease obligation 71,640 89,618
Officer loan payable 700,000 -
Accrued vacation 220,748 259,619
Unearned revenue 387,786 1,305,303
Deferred rent payable 484,608 460,087
Total liabilities 3,471,871 3,887,925
Commitments and contingencies (Notes 4, 7, 8,9, 10 and 13}
Net assets:
Unrestricted (782,727} (800,023}
Temporarily restricted 1,292,349 2,546,611
Total net assets 509.622 1,746,588
TOTAL LIABILITIES AND NET ASSETS $__ 2981493 § 5634513

See accompanying notes to financial statements.



CICATELLI ASSOCIATES INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2014

Support and revenues:
Contract setvices
Registration fees
Rent and other income

Total support and revenues
Net assets released from restrictions

‘Total support and revenues and net assets released
from restrictions

Expenses:
Program services:
Grant management
Training and technical assistance

Total program setvices
Management and general
Total expenses
Increase (decrease) in net assets
Net assets - beginning

NET ASSETS - ENDING

Temporarily
Unrestricted Restricted Total
$§ 13492818 § 1,292.349 § 14,785,167
60,219 - 60,219
1,056,459 - 1.056.459
14,609,496 1,292 349 15,901,845
2.546,611 (2.546.611) -

17,156,107 (1,254.262) 15,901,845
4,307,720 - 4,307,720
9458 777 - 9458 777
13,766,497 - 13,766,497
3372314 - 3372314
17,138 811 - 17,138,811
17,296 (1,254,262) (1,236,966)
(800.023) 2.546.611 1.746.588
_(782.727) ¥ 1,292.349 § 509,622

See accompanying notes to financial statements.
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CICATELLI ASSOCIATES INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2013

Temporarily
Unrestricted Restricted Total
Support and revenues:
Contract services § 18,761,547 § 2,546,611 § 21,308,158
Registration fees 77,473 - 77,473
Rent and other income 538 383 - 538,383
Total support and revenues 19,377,403 2,546,611 21,924,014
Net assets released from restrictions 404.041 (404,041 -
Total support and revenues and net assets released
from restrictions 19.781 444 2.142.570 21.924 014
Expenses:
Program services:
Grant management 2,891,984 - 2,891,984
Training and technical assistance 14,745,599 - 14,745,599
Total program services 17,637,583 - 17,637,583
Management and general 3.866.106 - 3.866.106
Total expenses 21,503,689 - 21,503,689
Increase (decrease) in net assets (1,722,245} 2,142,570 420,325
Net assets - beginning 922222 404 041 1,326,263
NET ASSETS - ENDING ¥ {800,023y $___ 2,546,611 § 1,746,588

See accompanying notes to financial statements.
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CICATELLI ASSOCIATES INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2014

Program Services
Training and

Grant Technical Management
Management Assistance and General Total
Payroll § 590,010 § 3,855,974 § 1,043,987 § 5489971
Subrecipient grants 3,384,000 481,888 - 3,865,888
Consultants 70,540 1,759,656 491,068 2,321,264
Occupancy 66,266 290,518 1,027,798 1,384,582
Fringe benefits and payroll taxes 126,840 743,540 111,649 082,029
Staff and consultant travel 4,705 754,066 179,511 038,282
Copier 1,122 332,332 10,633 344,087
Training materials 0,833 298,021 15,483 323,337
Training space 2,640 304,925 13,725 321,290
Meetings 766 174,203 61,054 236,023
Oftice supplies 1,017 139,985 5,442 146,444
Communication 34,389 79,017 19,479 132,885
Depreciation and amortization - - 126,685 126,685
Service contracts - 66,230 49,585 115,815
Professional fees 5,250 7,593 80,776 93,619
Other expenses 1,931 29,297 53,081 84,309
Health products - 66,951 813 67,764
Interest expense - - 55,280 55,280
Printing 1,835 27,128 5,889 34,852
Postage 6,576 24 462 - 31,038
Bank charges - 100 19,818 19,918
Education-related expenses - 12,592 - 12,592
Purchase of equipment - 10.299 558 10,857
TOTAL $__ 4307720 $___9458777 $§__ 3372314 §__ 17138811

See accompanying notes to financial statements.
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CICATELLI ASSOCIATES INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2013

Program Services
Training and

Grant Technical Management
Management Assistance and General Total
Payroll $ 352,388 § 5,617,498 § 1,323,090 7,292.976
Subrecipient grants 2,330,420 569,724 - 2,900,144
Consultants 6,624 2,737,207 73,113 2,816,944
Staff and consultant travel 7,580 2,104,691 198,811 2,311,082
Occupancy 66,266 343,312 1,211,299 1,620,877
Fringe benefits and payroll taxes 74,574 895,582 265,480 1,235,636
Health products - 734,335 - 734,335
Printing - 384,193 - 384,193
Meetings 17,032 259,538 44,740 321,310
Professional fees - 26,187 254,693 280,880
Training materials 9,376 219,756 37,937 267,069
Training space 1,427 211,685 1,051 214,163
Purchase of equipment 17,170 138,876 17,132 173,178
Office supplies 3,771 146,632 13,314 163,717
Service contracts - 68,677 86,566 155,243
Copier 899 133,231 13,064 147,194
Comnrnunication 332 91,860 41,052 133,244
Depreciation and amortization - - 97,866 97,866
Other expenses 877 24,750 60,389 86,016
Bank charges - 2,209 62,150 64,359
Interest expense . - 60,918 60,918
Postage 3,248 31,100 446 34,794
Childcare - 3,930 980 4,910
Professional development - - 2,015 2,015
Education-related expenses - 626 - 626

TOTAL

$__ 2801984 § 14745599 §__ 3.866,106 F__21503,689

See accompanying notes to financial statements.
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CICATELLI ASSOCIATES INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2014 AND 2013

Cash flows from operating activities:
Increase (decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets to net
cash used in operating activities:
Depreciation and amortization
Defertred rent payable
Changes in operating assets and liabilities:
Contracts receivable
Prepaid expenses
Other teceivables
Advances to employees
Accounts payable and accrued expenses
Unearned revenue

Total adjustments
Net cash used in operating activities

Cash flows from investing activities:
Additions to property and equipment
Net advances from employees

Net cash used in investing activities

Cash flows from financing activities:
Net payments of (drawings on) line of credit
Principal payments on term loan
Principal repayments on automobile loan
Payments of capital lease obligation
Advance from officer

Net cash provided by (used in) financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning

CASH AND CASH EQUIVALENTS - ENDING

Supplemental disclosures of cash flow information:
Interest paid

Supplemental disclosures of non-cash financing activity:
Financing of automobile acquisition
Capital lease obligation
Line of credit obligation converted to a term loan

2014 2013
S__(1.236.966) §___ 420325
126,685 97,866
24,521 261,373
58,644 909,596
30,896 (89,987)
12,946 22,067
2,810 (6,609)
528,651 (355,557)
(917517) __(2.675,983)
(332,364) __(1,837.234)
(1.569.330) _ (1.416.909)
(138,577) (53,801)
- 22,005
(138,577) (31.796)
(550,000) 10,000
(20,000) -
(10,736) -
(17,978) (22,404)
700,000 -
101.286 (12,404)
(1,606,621)  (1,461,109)
3,110,525 4,571,634
$__1503904 $__3110,525
$ 55280 $ 60,918
$ 47005 § -
$ 71639 $___ 112022
$___ 400,000 $ _

See accompanying notes to financial statements.
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NOTE 1

NOTE 2.

CICATELLI ASSOCIATES INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

ORGANIZATION

Cicatelli Associates Inc. (the "Otganization") is a 501(c)(3) nonprofit organization. The
Organization's primaty headquarters is in New York City, and it has permanent offices
in Atlanta, GA, and Albany, NY. The Organization has satellite offices in the
Dominican Republic and Panama. Incorporated in 1979, the mission of the
Organization 1s to improve the breadth and quality of health care and social services
delivered to low-income communities and under-served populations, including women,
children, minotities, and people with disabiliies, and to assure that services are
culturally sensitive and appropriate to the clients' needs. The Organizaton develops
training programs, online conference courses, teleconferences, and webinars that help
providers increase the efficiency and quality of health care and social services; offers
expert technical assistance to help agencies assess current operations and integrate
evidence-based approaches to achieve higher quality, enhance program outcomes, and
increase cost efficiencies; manages grant making for other organizations by designing
competitive grant application processes and providing ongoing support to grantees to
ensure successful program implementation; and develops customized curricula and
training materials, including instructor and participant manuals, audio/visual aides, and
educational materials. The Organization currently conducts more than 30 projects in
such areas as HIV/AIDS, family and community health, adolescent development,
tobacco use prevention, substance abuse and mental health, STD prevention and
treatment, family planning, maternal/child health, and women's health, nationally and
internationally.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Finapcial statement presentation

The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of Ametica ("GAAP™). In
the statements of activities and changes in net assets, the Organization distinguishes
between contributions that increase permanently restricted net assets (subject to
perpetual funding source-imposed restrictions), temporardy restricted net assets
(funding soutrce-imposed restrictions have not been met), and unrestricted net assets
(not subject to funding source-imposed restrictions or funding source-imposed
restrictions have been met). Contributions with donot-imposed restrictions that are met
in the same accounting period are recorded as unrestricted revenue. As of June 30, 2014
and 2013, there were no permanently restricted net assets.

Cash and cash equivalents

For purposes of the statements of cash flows, the Organization considers all highly
liquid investments available for current use to be cash equivalents.

Contracts receivable

Grants and contracts receivable are stated at the amount management expects to collect
from outstanding balances. On a periodic basis, management evaluates such receivables
and establishes an allowance for doubtful accounts based on a history of write-offs and
collections and current credit conditions. At June 30, 2014 and 2013, management
determined that no allowance was required.



NOTE 2.

CICATELLI ASSOCIATES INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and equipment

Property and equipment are capitalized at time of purchase, and depreciation is
recorded on a straight-line method over the estimated useful life of the asset. When
property and equipment are sold or otherwise disposed of, the asset account and related
accumulated depreciation accounts are relieved, and any gain or loss is included in
operations. Under the terms of the Organization's grants with various govetnment
funding agencies, assets that are acquired with government contract revenues that revert
to that agency upon termination of the program are not capitalized but are charged to
operations when acquired. Maintenance and repairs ate also charged to operations when
incurred.

Revenue recognition

Revenue from cost-reimbursement contracts is recognized when the Organization has
expended the program costs in accordance with the grant agreements. Advances
received from grantor agencies under cost-reimbursement grants prior to the
Organization's expenditures of the specified program costs are reflected in the
statements of financial position as "Unearned revenue."

Revenue from performance-based contracts is recognized when performance is
completed.

The Organization periodically sublets some of its operating space for which rental
income is recognized as it is earned and is accounted for as a reduction of occupancy
expense in the accompanying statements of functional expenses.

Registration fees are earned upon completion of the event.

The Organization repotts contributions received with donor-imposed restrictions that
are fulfilled in the same period they are received as unrestricted suppott.

Impairment of long-lived assets

The Otganization assesses the recoverability of long-lived assets held and used
whenever events or changes in circumstances indicate that future cash flows
(undiscounted and without interest chatges) expected to be generated by an asset's
disposition or use may not be sufficient to support its carrying amount. If such
undiscounted cash flows are not sufficient, values of long-lived assets are reduced to
their estimated fair values. No impairment charges were required for the years ended
June 30, 2014 and 2013,

Use of estimates

The preparation of financial statements in conformity with 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. Actual results could differ from those estimates.
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NOTE 2.

NOTE 3.

NOTE 4.

CICATELLI ASSOCIATES INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Allocation of expenses

The costs of providing the various programs and supporting services have been
summarized on a functional basis in the accompanying statements of functional
expenses. Accordingly, certain costs have been consistently allocated among programs
and supporting services in reasonable ratios determined by management.

Income taxes

In accordance with Financial Accounting Standards Board Accounting Standards
Codification ("FASB ASC") 740, Income Taxes, the Organization has applied the "more
likely than not" threshold to the recognition and derecognition of tax positions. Using
that guidance, the Organization had no uncertain tax positions that qualified for either
recognition or disclosure in the financial statements as of June 30, 2014 and 2013.

The Organization files income tax returns in the U.S. federal jurisdiction and in the
states of New York and Georgia. The Organization is no longer subject to U.S. or state
income tax examinations by taxing authorities for years before 2010.

Subsequent events

In accordance with FASB ASC 855, Subsequent Events, the Organization has evaluated
subsequent events through March 27, 2015, the date on which these financial
statements wete available to be issued. Except as disclosed in Note 13, there were no
material subsequent events that required recognition or additional disclosure in these
financial statements.

TAX-EXEMPT STATUS

The Orgamzation qualifies as a charitable organization as defined by Internal Revenue
Code Section 501(c}(3) and, accordingly, is exempt from federal income taxes. The
Organization is also exempt from New York and Georgia state income taxes.

CONCENTRATIONS OF CREDIT RISK

The Organization places its cash and cash equivalents, which may at times be in excess
of Federal Deposit Insurance Corporation insurance limits, with high quality financial
institutions and attempts to limit the amount of credit exposure with any one
institution.

Revenue from one and two grantor agencies accounted for 27% and 57% of contract
services revenue for the years ended June 30, 2014 and 2013, respectively.

Contracts receivable from two and three grantor agencies accounted for 43% and 77%
of contracts receivable as of June 30, 2014 and 2013, respectively.
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NOTE 4.

NOTE 5.

NOTE 6.

NOTE7.

CICATELLI ASSOCIATES INC.,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

CONCENTRATIONS QF CREDIT RISK (CONTINUED)

The Organization has operations in the Dominican Republic. Additionally, the
Organization works in partnership with governmental, non-governmental, and civil
society organizations in a number of countries throughout Latin America and the
Caribbean with the objective of strengthening and building local capacity to respond to
their most pressing health issues, in particular HIV/AIDS. These operations are subject
to various political, economic and other risks and uncertainties inherent in these areas.
Among other tisks, the Organization's operations ate subject to the tisks of restrictions
on its operations, the transfer of funds, foreign exchange restrictions, political
conditions, and government restrictions. Additionally, the Organization maintained cash
balances of approximately $121,000 and $44,000 in these countries at June 30, 2014 and
2013, respectively. Such cash balances are not insured.

PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 2014 and 2013:

2014 2013
Leaschold improvements $§ 1,173,846 § 1,034,676
Machinery and equipment 196,539 150,127
Furniture and fixtures 387326 387.326

1,757,711 1,572,129
Less: accumulated depreciation and amotrtization (1,179.444) (1,052 759)

$m = ]

TEMPORARILY RESTRICTED NET ASSETS

578267 $ 519.370

The Otganization has temporarily restricted net assets that are available to satisfy
requitements of the Avon Breast Cancer Program. The significant requirements of the
program include re-granting the funds to community-based organizations in order to
provide mammography screenings and clinical breast exams for up to 50,000 women
and to reach 500,000 people in outreach awareness efforts and educational encounters
regarding breast cancer and its prevention and treatment.

LEASE COMMITMENTS

‘The Organization is obligated under various operating leases for its office, training
facilities, office equipment, and an automobile, which expire petiodically through 2022,
Minimum annual rentals required under the leases are as follows:

Office and Office
Training Equipment and
Year ending June 30: Facilities Sublease Automobile Total
2015 b 1,049,095 § (90,328) § 230,671 § 1,189,438
2016 1,058,227 (93,038) 208,258 1,173,447
2017 1,079,542 (23,430 141,238 1,197,350
2018 1,087,786 - 123,540 1,211,326
2019 1,106,867 - 30,000 1,136,867
Thereafter 2.666.977 - 550 2,667,527
Total § 8,048494 $_ (206,796) $ 734257 §__8.575955
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NOTE 7.

NOTE 8.

NOTE)Y.

CICATELLI ASSOCIATES INC,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

LEASE COMMITMENTS (CONTINUED)

The Organization has entered into certain operating lease agreements that contain
provisions for future rent increases, periods of free rent, or other concessions. In
accordance with GAAP, the Organization records monthly rent expense equal to the
total of the payments due over the lease term, divided by the number of months of the
lease term (straight-line basis). The difference between rent expense recorded and the
amount paid is credited or charged to "Deferred rent payable," which is reflected as a
separate line item in the accompanying statements of financial position. The cash
received from the sublease, totalling $66,256 is shown as a reduction of occupancy
expense on the accompanying statements of functional expenses.

CAPITAL LEASE OBLIGATION

During the year ended June 30, 2014, the Organization entered into a capital lease
obligation for office furniture which is recorded in the Organization's assets and
liabilities. As of June 30, 2014, the cost of the furniture was $112,022 and the related
accumulated depreciation of the furniture was $29,339.

The following 1s a schedule of future minimum payments requited under the lease,
together with the present value as of June 30, 2014:

Year ending June 30:
2015 $ 26,424
2016 26,424
2017 26,025
Net minimum lease payments 78,873
Less: amount representing interest 7.233
Total capital lease obligation $____ 71,640

The Organization has imputed interest on the lease at 6.69% per annum. These
amounts represent the rates available to Organization on similar borrowings.

LOAN PAYABLE - AUTOMOBILE

During the year ended June 30, 2014, the Organization purchased an automobile, which
was financed through a loan agreement. The automobile and related loan obligation are
recorded in the Organization's assets and liabilities. The loan is due in August 2018 and
interest is charged monthly on the unpaid principal balance at a rate equal to 1.9%.
Future minimum principal payments ate as follows:

Year ending June 30: Amount
2015 $ 8,701
2016 8,868
2017 9,038
2018 9.211

2019

13



NOTE 10,

NOTE 11.

CICATELLI ASSOCIATES INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

LINE OF CREDIT AND TERM LOAN

The Organization is party to a line of credit arrangement (the "Credit Line") with a
financial institution (the "Lender") in the original amount of $1,200,000. Pursuant to an
amendment to the Credit Line agreement in July 2012, the borrowing limit was raised to
$1,800,000 through February 22, 2013, at which point the bortowing limit reverted to
the original amount. All outstanding borrowings undet the Credit Line were due in
February 2014.

In March 2014, the Organization and the Lender agreed to a modification and renewal
of the Credit Line agreement, whereby the borrowing limit was reduced to $800,000
and the maturity date was extended to February 2015. Borrowings under the modified
Credit Line agreement bear interest at a rate equal to the British Bankers Association
London Interbank Offered Rate ("BBA LIBOR") plus 4.25% (4.39% at June 30, 2014).
Additionally, the balance due under the original agreement at the date of the
modification and renewal of $400,000 was converted to a term loan. The term loan
matures in March 2016 and is payable in monthly principal installments of $6,667, plus
interest at the bank's prime rate plus 2% per annum (5.25% at June 30, 2014). A
balloon payment of $240,000 is due at maturity.

The following is a schedule of future principal payments required under the term loan:

Year ending June 30: Total
2015 $ 61,458
2016 318,542
3. 380.000

Borrowings outstanding under the Credit Line and the term loan are collateralized by
substantially all the Organization's assets.

The Credit Line agreement includes a number of financial covenants and stipulations as
a requirement of the facility. At June 30, 2014, the Organization was not in compliance
with the following covenants: 1) maintaining a minimum balance of $50,000 in
Unrestricted Net Assets; 2} maintaining a Basic Fixed Chatge Coverage Ratio of at least
1.15 to 1.00; and 3) no other debt outstanding,

The Lender has agreed in principle to waive the instances of noncompliance and to
issue an executed waiver.

PENSION PLAN

The Organization maintains a 401(k) plan for the benefit of its employces. The plan
provides for discretionary employer matching contributions in a percentage determined
by the Otganization on an annual basis. Employees may make annual contributions of
up to 15% of their eligible pay, but not over the annual Internal Revenue Service dollar
limit. The Organization's matching contributions were $0 and $122,983 for the years
ended June 30, 2014 and 2013, respectively.

14



NOTE 12.

NOTE 13.

CICATELLI ASSOCIATES INC.,
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014 AND 2013

RELATED-PARTY TRANSACTIONS

The Otganization advanced funds to certain employees. The balance of the advances,
which are unsecured and non-interest bearing, was $3,799 and $6,609 as of June 30,
2014 and 2013, respectively. These advances are included in "Other receivables" in the
accompanying statements of financial position.

On July 10, 2012, a senior officer purchased a cat on behalf of the Organization for
$28,452. '

Duting the year ended June 30, 2014, the president of the Organization made a loan to
the Organization in the amount of $700,000. The loan is unsecured and non-interest
bearing and payment on the loan is not expected to be paid back within one year.

COMMITMENTS AND CONTINGENCIES

Certain of the Organization's conttacts are subject to audit by the funding sources.
Disallowance and adjustments, if any, resulting from such audits will be reflected in the
financial statements in the year of determination.

In January 2015, the Organization paid an additional security deposit of $161,656 on its
operating lease in New York.
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CICATELLI ASSOCIATES INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Federal
CFDA
Federal Grantor Pass-Through Grantor Program Title Number Expenditures

United States Department of Agriculture

Woman Infant Care (WIC) 10.557 $ 1,340,910
New York State Department of Health

Medicaid, Family Health Plus and Child Health Plus 93.767 1,072,981

COE NYS Family Planning 93.217 65,186

Community Health Workers 93.778 44,974

COE NYS Family Planning 93.994 32,593
Health Research Inc.

PWHA Leadership Training Institute 93.917 387,731

Advance Case Management - COE 93,917 226,222

Cancer Control Ptevention 93,283 122,485

Acute HIV 93,914 39,016
United States Department of Health & Human Services

Office of Population Affairs - FP, STD, NFTC 93.260 1,143,334

Administtation for Children and Families - DFY 93.092 075,238

HRSA - DART 93.145 427,520

HRSA - AETC 93.145 362,343

HRSA - GEARS 03.145 45,859

Center for Disease Control - Teenage Pregnancy 93.946 580,053

Center for Disease Control - DASH 93.079 180,138

Center for Disease Control - Category C 93.939 129,685

Office of Adolescent Health - Swagga 'n Lace 93.297 63,081

Public Health Solutions 93914 11,764
Vermont Department of Health

Vermont Tobacco Control 93.507 201,505
United States Agency for International Development

Population Service International - PSI Mexico / Central America 98.001 108,529
TOTAL EXPENDITURES $_ 7561147

e e

See accompanying notes to schedule of expenditures of federal awards.
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CICATELLI ASSOCIATES INC,

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE 1L

NOTE 2.

NOTE 3.

FOR THE YEAR ENDED JUNE 30, 2014

GENERAL

The accompanying schedule of expenditures of federal awards presents the activity of
all federal financial assistance programs of Cicatelli Associates Inc. All federal financial
assistance received directly from federal agencies, as well as federal financial assistance
passed through other government agencies, is included in the schedule of expenditures
of federal awards.

BASIS OF ACCOUNTING

The accompanying schedule of expenditures of fedetal awards has been prepared in
accordance with accounting principles generally accepted in the United States of
America.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Amounts reported in the accompanying schedule of expenditures of federal awards
agree with the amounts reported in the related federal financial repotts.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Cicatelli Associates Inc.

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 Gowernment Aunditing Standards
issued by the Comptroller General of the United States, the financial statements of Cicatelli Associates
Inc. (a nonprofit organization), which comprse the statement of financial position as of June 30, 2014,
and the related statements of activities and changes in net assets, functional expenses and cash flows for
the year then ended, and the related notes to the financial statements, and have issued our report
thereon dated March 27, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Cicatelli Associates
Inc.’s internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the citcumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Cicatelli Associates
Inc’s internal control. Accordingly, we do not express an opinion on the effectiveness of Cicatelli
Associates Inc.’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and
cotrect, misstatements on a timely basis. A material weaknesi 1s a deficiency, or a combinatuon of
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
signmificant deficiency 1s a deficiency, or a combination of deficiencies, in internal control that 1s less severe
than a material weakness, yet important enough to ment attent 1 by those charged with governance.

Qur consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be materal
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

HN COn ' Y
S529FIFTH . (ORK, NY 1 | TEL 212.697.1000  4X 212.697.1004

AN INDEPENDENT FIRM ASSQCIATE ‘ORE STEPHENS
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Cicatelli Associates Inc.’s financial statements
are free from material misstatement, we petformed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our tesung of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
organization’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Aunditing Standards in considering the organization’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

New York, New York
March 27, 2015

CAYMAN | CONNECTICUT | NEW JERSEY | NEW YORK | PENNSYLVANIA CITRINCOOPERMAN.COM
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133

To the Board of Directots
Cicatelli Associ :s Inc.

Report on Compliance for Each Major Federal Program

We have audited Cicatelli Associates Inc.'s (a nonprofit organization) compliance with the types of
compliance requirements described in the OMB Cirenlar A-133 Compliance Supplement that could have a
ditect and material effect on each of Cicatelll Associates Inc.’s major federal programs for the year
ended June 30, 2014. Cicatelli Associates Inc.’s major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Cicatelli Associates Inc.’s major
federal programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained 1n Government Auditing
Standards, issued by the Compuroller General of the United States; and OMB Circular A-133, Auwdits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require
that we plan an perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Cicatelli
Associates Inc’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of Cicatelli Associates
Inc’s comphance.

Opinion on Each Major Federal Program

In our opinion, Cicatelll Associates Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2014,

CITF € *>El ZOME LLP
529 FIFTH AVED YORK, NY 10017 | .21z 7.1000 | FAX 212.697.1004
AN INDEP SSOCIATEDW!  I0OR  IPHENS
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Report on Internal Control Over Compliance

Management of Cicatelli Associates Inc. is responsible for establishing and maintaining effective
mternal control over compliance with the types of compliance requitements referred to above. In
planning and performing our audit of compliance, we considered Cicatelli Associates Inc.’s internal
control over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program
and to test and report on internal control over compliance in accordance with OMB Circular A-133,
but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Cicatelli Associates
Inc.’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a conttol over
compliance does not allow management or employees, in the normal course of petforming their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and cortrected, on a timely basis. A significant defciency in
internal control over compliance 1s a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a
material weakness in internal control over compliance, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to idendfy all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to desctibe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

New York, New York
March 27, 2015

CAYMAN | CONNECTICUT | NEW JERSEY | NEW YORK | PENNSYLVANIA CiTRINCOCPERMAN.COM
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CICATELLI ASSOCIATES INC,
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 39, 2014

Section I - Summary of Auditor's Results:

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:
Material weakness identified?

Reportable conditions identified not considered to be
material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major federal programs:
Material weakness identified?

Reportable conditions identified not considered to be
material weaknesses?

Unmedified
Yes X _No
Yes X_... None reported
Yes X No
Yes X _No
Yes X __ None reported

Type of auditot's repozt issued on compliance for major programs: Unmodified
Any audit findings disclosed that are required to be
reported in accordance with Circular A-133, Section
.510(a)? Yes X . No
Identification of major federal programs:
CFDA Numbers Name of Federal Program or Cluster
93.260 Office of Populatton Affairs - FP, STD, NFTC
93,079 CDC - DASH
93,145 ' Health Resources and Service Administration
93,939 CDC - Category C
93917 PWHA Leadership Training Institute
93.767 Medicaid, Family Health Plus and Child Health Plus
Dollar threshold to distinguish between type A
and type B programs $300,000
Auditee qualified as low-risk auditee? X Yes No
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CICATELLI ASSOCIATES INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2014

Section II - Financial statement audit - reported findings under Government Auditing
Standards:

None

Section III - Federal awards findings and questioned costs:

None
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