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Ferguson’s Accounting Services, Inc.
Certified Public Accountants

Independent Auditor’s Report

To the Board of Trustees of
The Brain Foundation, Inc.

We have audited the accompanying financial statements of The Brain Foundation, Inc. (a nonprofit
organization), which comprise the statement of financial position as of June 30, 2014, and the related
statements of activities, functional expenses, and cash flows for the year 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
error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial staternents 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 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 auditer'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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Brain Foundation Organization, Inc. as of June 30, 2014, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

F%’s Accounting Sgrices, Inc.
Fairfax, VA
January 7, 2015



The Brain Foundation
Statement of Financial Position

June 30, 2014

Assets
Current assets
Cash and cash equivalents
VHDA escrow
Tetal current assets
Fixed Assets
Real estate
Accumulated depreciation
Total fixed assets
Total assets

Liabilities and Net Assets
Liabilities
Current liabilities
Accounts payable
Total current liabilities
Long term liabilities
Security deposits
Mortgages
Total long term liabilities
Total liabilities
Net assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

See Audit Report and Notes.

$

$

184,914
5,157
190,071

1,536,957

(337,242)
1,199,715
1,389,786

3,271
3,271

5,748

1,188,209
1,193,957
1,197,228

192,558
0
0

192,558
1,389,786



The Brain Foundation

Statement of Activities
For Fiscal Year Ended June 30, 2014

Revenues and support Unrestricted
Contributions income $ 91,170
Investment interest 54
Rental assistance 31,187
Rental income 90,478
Late fees 153
Total revenues and support 213,042
Expenses
Program services 173,005
Supporting services
Management and general 4,946
Fundraising 0
Total supporting services 4,946
Total expenses 177,951
Change in net assets 35,001
Net assets, beginning of year 157,467
Net assets, end of year $ 192,558

See Audit Report and Notes



The Brain Foundation

Statement of Functional Expenses
For Fiscal Year Ended June 30, 2014

Program Support
Services Services
Mgmt.
& Fund
Expense Unrestricted | general | raising | Total

Depreciation $40,805 $40,805
Home owners dues 7,037 7,037
Insurance 4922 4,922
Miscellaneous 266 266
Mortgage interest 65,197 65,197
Professional fees 4,680 4,680
Repairs and maintenance 16,442 16,442
Tax, real estate 10,573 10,573
Utilities 28,029 28,029
Total $173,005 $4,946 $0 $177,951

See Audit Report and Notes



The Brain Foundation
Statement of Cash Flow
For Fiscal Year Ended June 30, 2014

Cash flows from operations:
Change in net assets
Depreciation

Adjustments to reconcile net income to net cash
provided by operations:

Accounts payable
Net cash provided by operating activities
Cash flows from investing activities:
Real estate
Net cash provided by investing activities
Cash flows from financing activities
Security deposits
Mortgages
Net cash provided by financing activities

Net cash increase for period
Cash at beginning of period

Cash at end of period

See Audit Report and Notes

$ 35,091
40,805

1,492
77,388

(436,258)
(436,258)

1,127
387,738
388,865

29,995
$ 154,919

$ 184,914




The Brain Foundation
Notes to Financial Statements
June 30, 2014

A. ORGANIZATION

On December 10, 2003, the Brain Foundation received notice concerning the Internal Revenue
Service determination that The Brain Foundation was exempt from federal income tax under
Section 501 (a) of the Internal Revenue Code as an organization described in Section 501(c)(3).
On June 28, 2006, The Brain Foundation received registration notice from the Commonwealth
of Virginia that the organization was in compliance with the registration requirements of
Section 57-49 of the Law.

The Brain Foundation’s mission is to provide affordable housing for those suffering from
serious and persistent brain diseases, such as schizophrenia and bi-polar disorders, and who are
homeless or vulnerable to becoming homeless.

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - The financial statements of The Brain Foundation were prepared on the
accrual basis of accounting and accordingly reflect all significant receivables and payables.

Financial Statement Presentation - The Brain Foundation uses Accounting Certification 958
to report information regarding its financial position and activities according to three classes of
net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted
net assets.

Net assets — The following is a description of the separate funds and activities within each net
asset category:

» Unrestricted — Represents amounts that are available for support of The Brain Foundation’s
mission, including acquisitions of residential homes. Unrestricted donations inciudes resources
designated by the Board of Directors.

» Temporarily restricted — Represents resources restricted by contributors to The Brain
Foundation for specific uses to support the mission.

« Permanently restricted — Represents endowment resources for which the principal is
restricted by contributors, and only the earnings may be used for organization purposes.

Estimates and assumptions — The preparation of financial statements, in conformity
with generally accepted accounting principles, 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. Estimates also affect the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

See Audit Report




Cash and cash equivalents — For purposes of the Statement of Cash Flow, The Brain
Foundation considers cash and cash equivalents to be currency in banks.

Investments — Investments are recorded at market value. Contributed investments
are recorded at fair market value as of the date of donation. As of June 30, 2014, all of the
organization’s investments were of the Level 1 designation.

Income taxes — For federal income tax purposes, the Internal Revenue Service has recognized
The Brain Foundation as a Section 501 (c)(3) organization exempt from income taxes as
provided under Section 501(a) of the Internal Revenue Code, except on any unrelated business
income. For the fiscal year ended June 30, 2014, The Brain Foundation had no unrelated
business income. The organization is subject to a look back period of three years.

Depreciation — Property and equipment are stated at cost if purchased or fair value, as of the
date of donation, if contributed. Depreciation is computed using a straight-line basis over
estimated useful lives of assets.

Functional Allocation of Expenses—--The costs of providing the various programs and other
activities for The Brain Foundation were summarized in the Statement of Functional Expenses.
Costs were allocated among program services, and the overhead categories of management and
fund raising.

C. FIXED ASSETS

In fiscal year 2014, eight homes were available for up to four men or four women in each
home. The Brain Foundation homes consisted of the following at fiscal year end June 30, 2014:

Addresses of Fairfax Date pla_ced Cost Mortgage balances
County, VA homes in service as of 6/30/2014

3942 Wilcoxson Drive 11/01/06 $416,078 $356,088
10403 Layton Hall Drive 09/17107 472,213 376,044
4568 King Edward Court 06/18/08 324,206 251,113
4553 King Edward Court 12/19/08 104,912 50,788
10452 Armstrong Street 02/04/10 129,340 112,915
1504 Farsta Court 02/14/11 63,484 41,261
4811 Great Heron Terrace 09/27/12 19,840 -

4226 Fox Lake Drive 05/16/14 6,884 --

Total $1,536,957 $1,188,209

No mortgage payments were required for the homes located at 4811 Great Heron Terrace and
4226 Fox Lake Drive as these properties were obtained using a U.S. Housing and Development
loan (See Note K). Depreciation expense for the fiscal year was $40,805 and accumulated
depreciation was $337,242.

See Audit Report




Annual Principal Payments Projected, 2015-2019

Addresses of Fairfax County, 2015 2016 2017 2018 2019

VA homes

3942 Wilcoxson Drive $9,072 $9,512 $9.974 $10,458 $10,966
10403 Layton Hall Drive 7,369 7,843 8,347 8,884 9,455
4568 King Edward Court 7,066 7,521 8,004 8,519 9,068
10452 Armstrong Street 1,958 2,246 2,367 2,494 2,629
1504 Farsta Court 1,118 1,268 1,319 1,373 1,429
4553 King Edward Court 1,675 1,607 1,640 1,673 1,706

Annual principal payments $28,158 $29,997 $31,651 $33401 $35,253

D. RESTRICTED NET ASSETS

As of June 30, 2014, there were no temporarily restricted or permanently restricted net assets.
E. EMPLOYEES/VOLUNTEERS

All work was done by volunteers. There was no retirement plan.

F. GOING CONCERN

For fiscal year 2014, financial ratios indicated the organization had sufficient capital to meet its
short term obligations for the following year.

G. FUNCTIONAL EXPENSES

In fiscal year 2014, The Brain Foundation had total functional expenses of $177,951 of which
$173,005, or 98 percent, were for program services, and the remaining 2 percent for support
services. As the organization provides substantial financial support for the mission home
occupants, the standard accounting for typical renters and rental homeowners does not apply.
The Brain Foundation’s home occupants received assistance from the organization for renter or
rental home owner related expenses, including insurance, mortgage interest, real estate tax,
depreciation, repairs & maintenance, telephone & cable, and utilities. Thus, these expenses
were shown as program services. In allocating for organization support services, management
& general expenses included professional services and miscetlaneous administrative services.

H. DONATED MATERIALS
The organization policy is to capitalize donated materials to the extent that the organization can
establish a fair market value of $1,000. Otherwise, the value will not be considered for

capitalization.

See Audit Report



1. SUBSEQUENT EVENTS

The organization subsequent events and the effects, if any, on financial statements through
audit report date were available for issuance.

J. RENTAL OBLIGATIONS

Term of lease: Renters sign a lease for one year, after that it is month to month. Renters are
evicted if they do not pay rent.

Section 8 renters: Two of the homes have Section 8 renters in which tenants pay one-third of
their family income, and Fairfax County pays the market rent difference. Each home’s

occupants are considered a family with the total of individual incomes considered family
income.

K. LOAN TERMS AND INTEREST

The residential properties, purchased in fiscal year 2014 or prior years used the following two
types of loans, with payments partially covered by each type of loan:

1) Virginia Housing Development Authority (VHDA) loans are interest loans. They require a
$50,000 replacement policy. The major funding for three of the properties (10452
Armstrong Street,1504 Farsta Court, and 4553 King Edward Court) used Fairfax County,
VA Consolidated Community Funding Pool funds.

2) U.S. Department of Housing and Urban Development (HUD) loans are no-interest
loans. Payments are not required for 30 years. If properties are sold prior to the end of the
loan period, HUD owns a share of the property equal to their share of the original market
value. At the end of the loan period, the entire balance is forgiven. As of June 30, 2014,
the outstanding balance of such HUD loans was $1,558,992. The Foundation has no
present plans to sell any of the properties. As a result, none of the HUD loan balances are
inciuded in the Statement of Financial Position, and the book value of assets acquired with
these HUD loans have been reduced by a corresponding amount.

L. ACCOUNT RECEIVABLES

All account receivable accounts were assumed collectible.

See Audit Report




