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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Directors
SeniorCare, Inc.

We have audited the accompanying statements of financial position of SeniorCare, Inc.(a nonprofit
organization) as of June 30, 2009 and 2008, and the related statements of activities, functional
expenses and cash flows for the years then ended. These financial statements are the responsibility
of SeniorCare, Inc.'s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America 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, not absolute, assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
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 SeniorCare, Inc. as of June 30, 2009 and 2008, 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 of America. '

In accordance with Government Auditing Standards, we have also issued our report dated October
28, 2009 on our consideration of SeniorCare, Inc.'s internal control over financial reporting and our
- tests of its compliance with certain provisions of laws, regulations, contracts and grants.

_

128 Main Street, Gloucester, Massachusetts 01930-5725
Tel 978.281.2639 Fix978.283.1604 cpa@horvitzfrisch.com
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Our audit was performed for the purpose of forming an opinion on the basic financial statements of
SeniorCare, Inc. taken as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U. S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.
The accompanying information in Schedules 1 and 2 is presented for purposes of additional
analysis and is not a required part of the above financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as
a whole.

HORVITZ & FRISCH, P.C.

October 28, 2009



SENIORCARE, INC.
Statements of Financial Position

June 30, 2009 and 2008
2009 2008
ASSETS
Current Assets:
Cashiand Cash Equivalents $ 781,776 $ 269,287
Accounts Receivable, Net:
Commonwealth of Massachusetts 1,439,879 1,343,383
Other 1,358 7,396
Prepaid Expenses 14,532 20,389
Total Current Assets 2,237,545 1,640,455
Property and Equipment, Net of Accumulated Depreciation 57,622 83,225
Other Assets:

Investments - 10,904

Deposits 804 804
Total Other Assets 804 11,708

Total Assets $ 2,295971 $§ 1,735,388
LIABILITIES AND NET ASSETS
Current Liabilities:

Accounts Payable $ 1,009,276 $ 735,720

Accrued Expenses 218,142 234,446
Total Current Liabilities 1,227,418 970,166

Other Liabilities:

Surplus Revenue Retention Liability 41,398 17,583
Total Other Liabilities 41,398 17,583
Total Liabilities 1,268,816 987,749

Net Assets:
Unrestricted 964,071 714,554
Temporarily Restricted 63,084 33,085
Total Net Assets 1,027,155 747,639
Total Liabilities and Net Assets $ 2,295971 § 1,735,388

See Accountants' Audit Report and Accompanying Notes to Financial Statements.
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SENIORCARE, INC.
Statement of Activities
For the Year Ended June 30, 2009

Temporarily
Unrestricted Restricted Total
Revenues, Gains and Other
Support:
State Home Care Contracts 7,944,571 $ - § 7,944,571
_Title III Contracts 770,318 " 770,318
Medicaid 489,646 - 489,646
Client Fees 280,846 - 280,846
Community Grants 8,600 - 8,600
Voluntary Co-Payments and
Contributions 259,674 29,999 289,673
Other 260,197 - 260,197
Investment Return (4,925) - (4,925)
Interest 5,704 - 5,704
Net assets released from restrictions:
Satisfaction of Performance - - -
Total Revenues, Gains and other
Support 10,014,631 29,999 10,044,630
Expenses:
Program Services:
State Home Care Contracts 7,207,319 - 7,207,319
Title Il Contracts 1,353,187 - 1,353,187
Foster Care 458,057 - 458,057
Other Programs 147,350 - 147,350
Eliminations (399,180) - (399,180)
Total Program Expenses 8,766,733 - 8,766,733
Supporting Services:
Management and General 971,636 - 971,636
Fundraising 2,930 - 2,930
Total Expenses 9,741,299 - 9,741,299
Change in Net Assets from Operations 273,332 29,999 303,331
- Change in Net Assets due to Surplus
Revenue Retention Liability (23,815) - (23,815)
Total Change in Net Assets 249,517 29,999 279,516
Net Assets, Beginning of Year 714,554 33,085 747,639
Net Assets, End of Year 964,071 $ 63,084 $ 1,027,155

See Accountants' Audit Report and Accompanying Notes to Financial Statements.
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SENIORCARE, INC.
Statement of Activities
For the Year Ended June 30, 2008

Temporarily
Unrestricted Restricted Total
Revenues, Gains and Other
Support:
State Home Care Contracts $ 7,145,051  $ - 3 7,145,051
Title TIT Confracts 766,128 - 766,128
Medicaid 498,340 - 498,340
Client Fees 245,092 - 245,092
Community Grants 12,138 - 12,138
Voluntary Co-Payments and
Contributions _ 179,353 20,225 199,578
Other 207,315 - 207,315
Investment Return (450) - (450)
Interest 13,915 - 13,915
Net assets released from restrictions:
Satisfaction of Performance 436 (436) -
Total Revenues, Gains and Other
Support 9,067,318 19,789 9,087,107
Expenses:
Program Services:
State Home Care Contracts 6,483,325 - 6,483,325
Title IIT Contracts 1,414,628 - 1,414,628
Foster Care 474,438 - 474,438
Other Programs 175,982 - 175,982
Eliminations (490,238) - (490,238)
Total Program Expenses 8,058,135 - 8,058,135
Supporting Services:
Management and General 1,011,018 - 1,011,018
Fundraising 7,666 - 7,666
Total Expenses ' 9,076,819 - 9,076,819
Change in Net Assets from Operations (9,501) 19,789 10,288
Change in Net Assets due to Surplus
Revenue Retention Liability (17,014) - (17,014)
Total Change in Net Assets (26,515) 19,789 (6,726)
Net Assets, Beginning of Year 741,069 13,296 754,365
Net Assets, End of Year $ 714,554  $ 33,085 % 747,639

See Accountants' Audit Report and Accompanying Notes to Financial Statements.
o
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SENIORCARE, INC.
Statements of Cash Flows

For the Years ended June 30, 2009 and 2008

2009 2008
Cash Flows from Operating Activities:
Change in Net Assets from Operations 303,331 10,288
Adjustments-to-Reconcite-Change inNet
Assets to Net Cash Provided (Used) by
Operating Activities:
Depreciation 25,603 27,491
Unrealized (Appreciation)
Depreciation on Investments - 450
Realized (Appreciation)
Depreciation on Investments 4,925 -
(Increase) Decrease in:
Accounts Receivable (90,458) (255,244)
Prepaid Expenses 5,857 7,258
Deposits - 2,648
Increase (Decrease) in:
Accounts Payable 273,556 76,465
Accrued Expenses (16,304) 38,275
Net Cash Provided (Used) by Operating
Activities 506,510 (92,369)
Cash Flows from Investing Activities:
Proceeds from Sale of Investments 5,979 -
Purchase of Equipment - (28,894)
Net Cash Provided (Used) by Investing Activities 5,979 (28,894)
Net Increase (Decrease) in Cash and Cash Equivalents 512,489 (121,263) |
Cash and Cash Equivalents, Beginning of
Year 269,287 390,550
Cash and Cash Equivalents, End of Year 781,776 269,287

Supplemental Disclosure

Interest Paid

See Accountants' Audit Report and Accompanying Notes to Financial Statements.
i
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SENIORCARE, INC.
Notes to Financial Statements
For the Years ended June 30, 2009 and 2008

Operations, Nonprofit Status and Summary of Significant Accounting Policies

Operations and Nonprofit Status

SeniorCare, Inc. was incorporated in May 1973 as a nonj

exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. Donors may deduct
contributions made to SeniorCare, Inc. within the Internal Revenue Code requirements.

SeniorCare, Inc., as an Area Agency on Aging and Aging Services Access Point, provides services
which include, but are not limited to, case management, information, referral, transportation, health,
friendly visiting, nutrition, chore, protective and homemaker services to the elderly within its service
area. SeniorCare, Inc.'s service area covers the communities of Beverly, Essex, Gloucester, Hamilton,
Ipswich, Manchester-by-the-Sea, Rockport, Topsfield and Wenham, Massachusetts.

SeniorCare, Inc. receives most of its funding from government contracts (Federal and Commonwealth
of Massachusetts).

The financial statements are prepared using the accrual basis of accounting.

Financial Statements Presentation

Net assets and revenues, expenses, gains and losses are classified based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets of the Organization and changes therein are
classified and reported as follows:

Unrestricted net assets — Net assets that are not subject to donor-imposed stipulations. Board
designated restrictions are considered unrestricted under these reporting standards.

Temporarily restricted net assets — Net assets subject to donor-imposed stipulations that may or
will be met wither by actions of the Organization and/or the passage of time.

Permanently restricted net assets — Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Organization. Generally, the donors of such assets would permit
the Organization to use all or part of the income earned on related investments for general or

specific purposes.

Cash and Cash Equivalents

For purpose of the statements of cash flows, SeniorCare, Inc. considers all highly liquid investments
available for current use with an initial maturity of three months or less to be cash equivalents,



SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

Operations, Nonprofit Status and Summary of Significant Accounting Policies - Continued

Cash and cash equivalents accounts at June 30 consist of the following:

2009 2008
Sovereign Bank $ 638,653 $ 232,173
First National Bank Of Ipswich 3,080 1,617
Citizens Bank 28,894 28,638
Cape Ann Savings Bank 108,329 -
New England Securities - 4,749
Beverly National Bank 2,340 1,312
Rockport National Bank 480 798
Total $ 781,776 $ 269,287

The Organization had $789,416 and $371,598 invested in an overnight sweep account on June 30, 2009
and 2008 respectively.

Promises to Give

Contributions are recognized when the donor makes a promise to give to SeniorCare, Inc. that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases in
unrestricted net assets if the restrictions expire in the fiscal year in which the contributions are
recognized. All other donor-restricted contributions are reported as increases in temporarily or
permanently restricted net assets depending on the nature of the restrictions. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets.

SeniorCare, Inc. uses the allowance method to determine uncollectible unconditional promises
receivable. The allowance is based on prior years' experience and management's analysis of specific
promises made.

Contributed Services

During the years ended June 30, 2009 and 2008, the contributed services received by SeniorCare, Inc.
did not meet the requirements for recognition in the financial statements and have not been recorded.
However, for management purposes only, contributed services for all programs have been valued at
approximately $430,000 and $479,000 for the years ended June 30, 2009 and 2008, respectively based

upon a rate of $8 per hour.
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
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

-10 -



SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

Operations, Nonprofit Status and Summary of Significant Accounting Policies - Continued

Functional Allocation of Expenses

The costs of providing

basis in the statements of activities and the statements of functwnal expenses Accordlngly, certam
costs have been allocated among the programs and supporting services benefited.

Contributions

In accordance with Statement of Financial Accounting Standards (SFAS) No. 116, "Accounting for
Contributions Received and Contributions Made", contributions received are recorded as unrestricted,
temporarily restricted, or permanently restricted support depending on the existence and/or nature of

any donor restrictions.

Advertising Costs

Advertising costs are expensed as incurred and amounted to $1,989 and $3,890 for the years ended June
30, 2009 and 2008, respectively.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are valued at their face values in the statement of ﬁnanmal position. Unrealized appreciation
and depreciation are included in the change in net assets.

Property and Equipment

SeniorCare, Inc. capitalizes major purchases of fixed assets, which are not in the nature of replacements
or repairs, Minor equipment purchases, replacements, maintenance and repairs are charged to expense
as incurred.

Capitalized fixed assets are recorded at cost, if purchased or constructed; or at fair market value at the
date of the gift, if donated.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets
capitalized.

Equipment purchased with grant funds, the title to which remains with the grantor for its estimated
useful life, is expensed in the year the offsetting revenue has been recognized.

Fund Raising Costs

The fundraising expenses include only actual expenses. No indirect costs have been allocated to
fundraising expenses. Fundraising expenses for the years ended June 30, 2009 and 2008 amounted to
$2,930 and $7,666, respectively.

5 1l




SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

Funding and Credit Risk

SeniorCare, Inc. receives funding under several government contracts with the Commonwealth of
Massachusetts to carry on its programs. Future funding is dependent on the

...... 1 ¥ Patatos

management, the results of such audits, if any, will not have a material effect on the financial position
of SeniorCare, Inc. as of June 30, 2009 or on the results of its operations for the year then ended.
SeniorCare, Inc. maintains its operating cash accounts at one financial institution and, therefore, is
subject to a concentration of credit risk arising from cash deposits in excess of federally insured limits
at that bank. The uninsured balance at June 30, 2009 and 2008 was $553,030 and $327,246,
respectively.

Accounts Receivable - Commonwealth of Massachusetts

Accounts receivable from the Commonwealth of Massachusetts at June 30 consist of the following:

2009 2008
Executive Office of Elder Affairs $ 1,269,857 $§ 1,201,985
Department of Public Welfare (Medicaid) 175,022 146,398
Less Allowance for Doubtful Accounts (5,000) (5,000)

$ 1,439,879 § 1,343,383

As of June 30, 2009 and 2008, the Organization had no receivables outstanding over ninety days. It is
the policy of SeniorCare, Inc. to not assess finance charges. Delinquent accounts are written off as
deemed by management. No amounts were written off as bad debts in 2009 and 2008.

Property and Equipment

Major classifications of property and equipment and their respective lives are as follows:

Estimated
Useful
2009 2008 Lives
Furniture and Equipment $ 240,047 $ 240,047 5-7 years
Leasehold Improvements 27,145 27,145 5 years
267,192 267,192
Less Accumulated Depreciation (209,570) (183,967)
$ 57,622 $ 83,225

Equipment purchased with funds of the Mobility Assistance Program of the U.S. Department of
Transportation, title to which remains with the Massachusetts Executive Office of Transportation and
Construction, cumulatively amounted to $171,411 for both years ended June 30, 2009 and 2008. These
amounts have not been recorded on the books of SeniorCare, Inc.

-12-



SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

Investments
Investments as of June 30, 2009 and 2008 are as follows:

2009 2008

Loomis Growth Fund:
Value, Beginning of Year $ - $ -
Purchases - 11,354
Unrealized Appreciation (Depreciation) - -
Value, End of Year % (450)

Total Investments $ . $ 10,904

Earned Time Liability

The Organization’s liability for Earned Time was $129,880 and $139,526 for the years ended June 30,
2009 and 2008, respectively. This represents amounts owed to employees under the Organization’s paid
Earned Time policy. This amount is included in accrued expenses.

Rent

SeniorCare, Inc. leases office space in Gloucester, Massachusetts. It entered into a three year lease
effective January 1, 2008 with an annual rent of $121,788 plus utilities.

SeniorCare, Inc. also rents locations for its nutrition programs as tenants at will for an annual rent of
$2,400.

Rent expense amounted to $124,337 and $124,188 for the years ended June 30, 2009 and 2008,
respectively.

The future minimum lease payments for the next five years as of June 30, 2009 are as follows:

2010 $ 60,894
2011 ‘ -
2012 -
2013 -
2014 -

$ 60,894
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SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

Employee Benefit Plans

SeniorCare, Inc. maintains a tax-sheltered annuity program for all employees under Internal Revenue
Code Section 403(b). The program is funded only by elected deferrals by participating employees.

10.

11.

The Organization also adopted a Flexible Spending Account effective January 1, 2006. Under this plan,
employees elect deferrals for medical expenses. Should an employee fail to make their full annual
election and the plan has made disbursements on their behalf, the Organization is obligated to fund the

deficit.

Related Party Transactions

As required by the corporate bylaws, the board of directors includes representatives from each of the
communities served by SeniorCare, Inc. Some of these SeniorCare, Inc. board members also are on the
boards of several local councils on aging. Some of these councils receive funding from SeniorCare,
Inc. Title III subgrants. The total subgrants paid to local councils on aging during the years ended June

30, 2009 and 2008 was $23,506 and $22,082, respectively.

Contingencies - Government Audits

Various grants and contracts of SeniorCare, Inc. are subject to audit by the appropriate governmental
agency. Acceptance of final costs incurred under these grants or contracts resides with the grantor.
Management does not anticipate that any material adjustments will be required.

Net Assets - Provider Surplus (Deficit) Attributable to Commonwealth

The Commonwealth of Massachusetts requires that beginning with the year ended June 30, 1993, all
recipients of Commonwealth funds subject to 808 CMR 1.00 disclose the component of their net assets

arising from Commonwealth funds.

If, through cost savings initiatives implemented consistent with programmatic and contractual
obligations, the Organization accrues an annual net surplus from the revenues and expenses associated
with services provided to purchasing agencies which are subject to 808 CMR 1.00, the Organization
may retain, for future use, a portion of that surplus not to exceed 5% of said revenues. The cumulative
amount of the Organization's surplus account may not exceed 20% of the prior year's revenues from
purchasing agencies. Surpluses may be used by the Organization for any of its established charitable
purposes, provided that no portion of the surplus may be used for any non-reimbursable cost set forth in
808 CMR 1.05, the free care prohibition excepted. The Commonwealth of Massachusetts shall be
responsible for determining the amount of surplus that may be retained by the Organization in any given
year and may determine whether any excess surplus shall be used to reduce future revenue or be

recouped.
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SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

11, Net Assets - Provider Surplus (Deficit) Attributable to Commonwealth - Continued
As of June 30, 2009, SeniorCare, Inc. had a surplus arising from Commonwealth funds as follows:
Cumulative Deficit for the Years Ended June 30, 1993
to June 30, 2006 $ 349,782
Year Ended June 30, 2008 395,559
Year Ended June 30, 2009 305,603
Surplus (Deficit) Attributable to the Commonwealth $ 1,050,944
For the years ended June 30, 2009 and 2008, the Organization had a Surplus Revenue Retention
Liability of $23,815 and $17,583, respectively.
12. Net Assets
Unrestricted and temporarily restricted net assets are as follows as at June 30:
2009 2008
Unrestricted:
Title III Contracts $ 70,288 (1,646)
State Home Care Contracts 706,210 625,079
Other 131,617 90,663
Board Funds 97,354 18,041
Surplus Revenue Retention Liability (41,398) (17,583)
Total Unrestricted - 964,071 714,554
Temporarily Restricted:
State Home Care Contracts 9,157 6,657
Volunteer Transportation 9,011 8,511
Other Programs 44916 17,917
Total Temporarily Restricted 63,084 33,085
Total Net Assets $ 1,027,155 747,639
13, Line of Credit
2009 2008
$100,000 revolving line of credit at a bank with $100,000 unused
at June 30, 2009 and 2008, respectively. Advances on the line of
credit are payable on demand with interest at the bank's corporate
base rate plus 1.5%, secured by all corporate assets. The rate as of
June 30, 2009 and 2008 was 4.5% and 6.75%, respectively.
$ - $ -
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SENIORCARE, INC.
Notes to Financial Statements - Continued
For the Years ended June 30, 2009 and 2008

14. Subsequent Event - Update

After the year ended June 30, 2008, the Organization was the recipient of an $80,000 bequest. This
amount was recorded as a contribution in the year ended June 30, 2009.
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SENIORCARE, INC.

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2009

Federal
Federal Grantor/Pass-Through CFDA Federal
Grantor/Program Title Number  Agency or Pass-Through Number Expenditures
U.S. Department of Health and Human
Services:
Pass-through from Massachusetts
Executive Office of Elder Affairs:
Special Programs for the Aging,
Title III, Parts A and C 93.045 FFYO6SENIORTITL3NSIP 6,348
FFY06SENIORTITL3NSIP 68,410
FFY09SENIORTITL3NSIP 19,268
FFY09SENIORTITL3NSIP 195,629
289,655
Special Programs for the Aging,
Title III, Parts B, D, F, and
Ombudsman 93.044 FFYO6SENIORTITL3NSIP 3,826
FFY06SENIORTITL3NSIP 35,924
FFY06SENIORTITL3NSIP 11,541
FFYO09SENIORTITL3NSIP 81,471
FFY09SENIORTITL3NSIP 33,472
FFY09SENIORTITL3NSIP 311
166,545
Special Programs for the Aging,
Title III, Part E 93.052 FFYO6SENIORTITL3NSIP 10,862
FFY09SENIORTITL3NSIP 1,120
FFY09SENIORTITL3NSIP 1,255
13,237
Special Programs for the Aging 93.053 FFY06SENIORTITL3NSIP 9,482
Title III, Part C FFY09SENIORTITL3NSIP 31,119
40,601
Special Programs for the Aging
Title III, Part D 93.043 FFYO09SENIORTITL3NSIP 3,093
FFYO09SENIORTITL3NSIP 1,183
4,276

Note: The accompanying schedule of expenditures of federal awards is prepared on the accrual basis of

accounting.
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SENIORCARE, INC.
Schedule of Expenditures of Federal Awards - Continued
For the Year Ended June 30, 2009

Federal
Federal Grantor/Pass-Through CFDA Federal
Grantor/Program Title Number  Agency or Pass-Through Number Expenditures
National Family Caregiver Support  93.052 FFYO9SENIORTITL3NSIP 34,284

$ 548,598

Note: The accompanying schedule of expenditures of federal awards is prepared on the accrual basis of
accounting,.
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