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INDEPENDENT AUDITORS’ REPORT

Qctober 1, 2012

To the Board of Direciors of
A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary:

We have audited the accompanying balance sheet of A C Center, Inc. d/b/a
AIDS Care and Pleasant Street Apothecary (ACCI) (a New York not-for-profit
corporation) as of June 30, 2012 and the related statements of activities and
change in net assets, functional expenses, and cash flows for the year then
ended. These financial statements are the responsibility of ACCIl's
management. Our responsibility is to express an opinion on these financial
statements based on our audit. The prior-year summarized comparative

" information has been derived from ACCI's 2011 financial statements and, in
our report dated September 16, 2011, we expressed an unqualified opinion
on those financial statements.

We conducted our audit in accordance with auditing standards generally
accepted in the United States and the standards applicable fo 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 of material misstatement. An audit includes
examining, on a iest 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
audit provides 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 ACCI as of June 30, 2012, and the
changes in its net asseis and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United

States.
171 Sully's Trail, Suite 201
Pittsford, New York 14534 . " .
' sp"(ggsfs“"gffrmo In accordance with Government Auditing Standards, we have also issued our
f (585) 381-3131 report dated October 1, 2012 on our consideration of ACCI'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
performed in accordance with Government Auditing Standards and should
be considered in assessing the results of our audit.
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A C CENTER, INC.

D/B/A AIDS CARE AND PLEASANT STREET APOTHECARY

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2012
(With Comparative Totals for 2011)

CASH FLOW FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to
net cash flow from operating activities:
Provisicn for doubtful accounts
Gain on investments, net
Depreciation and amortization
Changes in:
Accounts receivable
Grants receivable
Inventory
Prepaid expenses and other current assets
Deposits
Accounts payable and accrued expenses
Deferred compensation
Employee benefits payable

'Net cash flow from operating activities
CASH FLOW FROM INVESTING ACTIVITIES:
(Purchases of) proceeds from the sale of investments, net
Purchases of property and equipment

Net cash flow from investing activities

CASH FLOW FROM FINANCING ACTIVITIES:
Repayments on lines-of-credit, net

Net cash flow from financing activities
CHANGE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS - beginning of year

CASH AND EQUIVALENTS - end of year

012 2011
$ 1,943,368 $ 1,048,546
163,441 34,571
(45,018) (310,242)
233,803 220,667
(480,065) (9,821)
(876,393) 39,137
1,850 76,461
5,266 (89,967)
(3.673) -
(159,182) (98,885)
21,054 (21,502)
30,418 21,526
834,869 910,491
(45,181) 24,665
(250,559) (72,117)
(295,740) (47 452)
- (251,325)
- (251,325)
539,129 611,714
1,089,331 477,617
$ 1628460 $ 1,089,331

The accompanying notes are an integral part of these statements.
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A C CENTER, INC.
D/B/A AIDS CARE AND PLEASANT STREET APOTHECARY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

1. THE ORGANIZATION

A C Center, Inc. (ACCH is licensed as a diagnostic and treatment center that provides
comprehensive, specialized services to HIV-infected individuals residing primarily in Western
New York under the d/bfa of AIDS Care.

ACCI also offers pharmacy services under the d/b/a of Pleasant Street Apothecary. The
pharmacy primarily provides prescription drugs and over-the-counter medicines to HiV-
infected and at-risk individuals.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The accompanying financial statements have been prepared in conformity with accounting
principles generally accepted in the United States.

Financial Reporting

ACCI categorizes net assets and activities as unrestricted and temporarily resfricted. ACCI
reports contributions as restricted, if they are received with donor stipulations that limit their
use. When a donor restriction expires, temporarily restricted net assets are reclassified as
unrestricted net assets and reported in the statement of activities and change in net assets as
net assets released from restriction.

Unrestricted net assets include ACCI's operating resources and its net investment in property
and equipment that are available to support operating activities.

Temporarily restricted net assets include amounts restricted by donors for specified program
sefrvices or by the passage of time.

Cash and Equivalents

Cash and equivalents consist of amounts in demand deposit accounts and money market
funds. The balances in these bank accounts may, at times, exceed federally insured limits.
ACCI has not experienced any losses in these accounts and believes it is not exposed fo any
significant credit risk with respect to cash and equivalents.

Accounts Receivable

ACCI has uncollateralized accounts receivable from third-party payers, private pay individuals,
corporations, and various governmental agencies. ACCI records an allowance for doubtful
accounts based on prior collection experience and an analysis of amounts ouistanding. When
an account is considered fo be uncollectible, if is written off.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Pledges Receivable :

ACCI records pledges receivable and direct public support in the year the unconditional
pledge is received. Pledges are recorded at their estimated net present value based on
anticipated future cash flow to reflect the time value of money. The difference between the
pledges outstanding and their net present value is recorded as a reduction to pledges
receivable and is recognized as contribution revenue over the term of the related pledge. At

June 30, 2012 and 2011, ACCI did not have any outstanding pledges receivable.

inventory
Inventory consists of pharmaceuticals and is stated at market value which approximates cost.

Investments '
Investments are recorded at fair value based on quoted market prices, except cash and
equivalents, which are stated at cost. Investments are exposed to various risks, such as
interest rate, market, and credit risk. Due to the level of risk associated with certain
investments, it is at least reasonably possible that changes in the values of investments may
occur in the near term and that such changes could materially affect the amounts reported in
the accompanying financial statements.

Fair Value Measurement .

Generally accepted accounting principles establish a hierarchy for inputs used in measuring
fair value that maximizes the use of pbservable inputs and minimizes the use of unobservable
inputs by requiring that the observable inputs be used when available. Observable inputs are
inputs that market participants would use in pricing the asset or liability based on market data
obtained from sources independent of ACCl.- Uncbservable inputs are inputs that reflect
ACCI's assumptions about the assumptions market participanis would use in pricing the asset
or liability based on the best information available in the circumstances. The hierarchy is
broken down info three levels based on the reliability of inputs as follows:

o Level 1 - Valuations are based on quoted prices in active markets for identical assets or
liahilities that ACCI has the ability to access. Valuation adjustments are not applied to
Level 1 instruments. Since valuations are based on quoted prices that are readily and
regularly available in an active market, valuation of these products does not entail a
significant degree of judgment. :

s Level 2 - Valuations are based on quoted prices in markets that are not acfive or for which
all significant inputs are observable, either directly or indirectly.

+ Level 3 - Valuations are based on inputs that are unobservable and significant to the
overall fair value measurement.

The availability of observable inputs can vary and is affected by a wide variety of factors. To
the extent that valuation is based on models or inputs that are less observable or
uncbservable in the market, the determination of fair value reguires more judgment. In certain
cases, the inputs used to measure fair value may fall into different levels of the fair value
higrarchy. In such cases, for disclosure purposes the level in the fair value hierarchy within
which the fair value measurament in its entirety falls is determined based on the lowest level
input that is significant to the fair value measurement in its entirety.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment -

Property and equipment are stated at cost or fair value at the date of acquisition. ACCI
capitalizes additions greater than $1,000 that have a useful life in excess of one year.
Depreciation and amortization is provided using the straight-line method over the estimated
useful lives of the assets, which range from three to twenty years. Leassehold improvements
are amortized over the shorter of the remaining lease term or the asset's estimated useful life.

Employee Benefits Payable

ACCI allows its employees to carry over unused paid time off to be used in the event of a long-
term disability or to provide supplemental retirement payments. ACCI has recorded an
estimate of the liability eamed 1o date by its employees as long-term employee benefits
payable.

Pharmacy Sales Revenue
ACCI recognizes revenue from the sale of pharmaceuticals and merchandise at the time these
items are sold.

Grant Revenue

ACCI receives support and revenue primarily from federal and New York State government
agencies, which are to be used for specific program services and administrative functions.
ACCI classifies grants from government agencies as unrestricted. However, these
government grants have restrictions as to time and purpose.

ACCI recognizes revenue from funding sources as support when eligible expenditures are
incurred or as funded services are performed. A receivable is recognized to the extent support
earned exceeds cash advances. Amounts received in advance of the related costs being
incurred are recorded as deferred revenue.

Certain ACCI revenue is subject to audit by the funding sources. Any changes resulting from
these audits are recognized as they become known.

Fees for Services Revenue

ACCI renders medical services under agreements with third-party payers whereby ACCI is
reimbursed under provisions of the third-party payers’ respective rate formulas. Amounts
received from third-party payers may be less than ACCl's established billing rates, any
difference is accounted for as a contractual adjustment, or a deduction from revenue.

During the year ended June 30, 2011, ACCI opened a Medicaid funded adult day heaith
program that provides a variety of health, social and related support services is reimbursed at
a fixed rate based on cost for these services. The reimbursement rate for this program is
established and is subject to revisions under the provisions of New York State regulations.

ACCI also renders family-centered intensive case management services through a Medicaid
funded program known as “Health Homes". ACCI is reimbursed at a fixed rate for these
services based on cost. The reimbursement rate for this program is established and is subject
to revisions under the provisions of New York State regulations.

ACC! alsc performs clinical research and enters into other contractual. arrangements that
generate fees for services as specified under each contract.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fees for Services Revenue (Continued)

Final determination of a majority of the fees for services revenue earned by ACCl is subject to
audit by third-party payers. Provisions are made in the financial statements for anticipated
adjustments that may result from such audits. Differences between amounts provided and
final settlements are included in the statement of activities in the year of settlement.

ACCI has a policy of providing charity care to patients who are unable to pay for services
received. Such patients are identified based on financial information obtained from the
patient. Charity care is provided to those patients who have a demonstrated and documented
inability to pay full charges for required services and are not covered by any third-party insurer.
Since no payment is expected for charity care, the estimaled charges are excluded from
revenue.

Change in Net Assets from Operations

ACCl's statements of activities and change in net assets include ACCI's excess of revenue
over expenses from operations before net investment income, Investment income is excluded
from this performance indicator, which is consistent with industry practice.

Donated Setvices

Volunteers have donated significant amounts of time in support of ACCI's activities. However,
the value of these services is not reflected in the accompanying financial statements as they
do not meet the criteria for recognition under generally accepted accounting principles.

Advertising
ACCI expenses advertising costs as incurred.

Income Taxes

ACCI is exempt from income taxes as an organization qualified under Section 501(c)(3) of the
Internal Revenue Code. ACCI has also been classified by the internal Revenue Service as an
entity that is not a private foundation.

For tax-exempt entities, their tax-exempt status itself is deemed to be an uncertainty, since
events could potentially occur to jeopardize their tax-exempt status. At June 30, 2012, ACCI
does not have a liability for unrecognized tax benefits. ACCI files returns in the U.S. federal
jurisdiction and New York State. ACCI is generally no longer subject to U.S. federal and state
tax examinations by tax authorities for years before 2009.

Sales Tax
ACCI reports its sales tax on a net basis (excluded from revenues).

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual resuits could differ from
those estimates.

Comparative Information

The financial statements include certain prior year summarized comparative information in
total, but not by functional classification. Such information does not include sufficient detail to
constitute a presentation in conformity with generally accepted accounting principles.
Accordingly, such information should be read in conjunction with ACCl's financial statements
for the year ended June 30, 2011, from which the summarized information was derived.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Reclassifications o
Certain amounts have been reclassified in the 2011 statements to conform to the current year
presentation.

FEES FOR SERVICES REVENUE

Contractual Adjustments
Contractual adjustments included in fees for services revenue were approximately $53,000
and $10,000 during the years ended June 30, 2012 and 2011, respectively.

Charity Care '
Charity care services were approximately $20,000 and $27,000 during the years ended Jun
30, 2012 and 2011, respectively, when measured at ACCIl's established private pay billing
rates. These amounts are excluded from fees for services revenue or pharmacy sales, where
applicable, in the accompanying statements of activities and change in net assets.

NET ASSETS

ACCI's net assets were restricted for the following purposes at June 3(:

2012 2011
Primary care services $ 52,272 % 62,002
Special events 8,000 36,166

Supportive services 56 8,679

$ 60328 $ 106,847

Net assets were released from restriction by satisfying the restricted purposes or by
occurrence of other events specified by donors during the year ended June 30 as follows:

2012 2011
Purpose restriction met $ 44519 % 30,302
Provision for doubtful accounts - 25,000
Time resiriction met 2.000 2,500
3 448519 3 57,802
CONCENTRATIONS

Fees for Service Revenue

For the years ended June 30, 2012 and 2011, services provided to patients covered under the
Medicaid and Medicare programs and the AIDS Drug Assistance Program Plus (ADAP+)
represented approximately 81% and 72%, respectively, of fees for services revenue. During
the same pericd, 26% and 41%, respectively, of ACCl's pharmacy sales were covered under
the Medicaid and ADAP+ programs.



CONCENTRATIONS (Continued)

Accounts Receivable

At June 30, 2012 and 2011, approximately 55% and 54%, respectively, of ACCl's accounts
receivable were related to services provided under the Medicaid, Medicare, and ADAP+
programs.

Grant Revenue

Grants are provided to ACCI by federal, state, and local governments, as well as foundations.
During the years ended June 30, 2012 and 2011, approximately 47% and 40%, respectively,
of ACCI’s grants were funded by New York State.

Vendor

During the years ended June 30, 2012 and 2011, ACCI purchased nearly 100% of its
pharmacy inventory from one vendor. Amounts payable to this vendor were approximately
$742,000 and $932,000, respectively, at June 30, 2012 and 2011.

INVESTMENTS

Composition
Investments consisted of the following at June 30:

2012 2011

Cash and equivalents $ 62,924 § 311,550
International bond funds 57,855 60,059
Corporate bonds 53,769 54,118
Equity mutual funds 1,229,706 949,455
Bond mutual funds 681,727 634,567
Fixed income mutual funds 318,654 304,687

$..2404635 3 2314436

Net Investment Income
Net investment income, including interest earned on cash and equivalents, consisted of the
following for the years ended June 30:

2012 2011
Interest $ 26,411 $ 1,530
Realized gain on investments, net 3,413 26,137
Unrealized gain on investments, net 41,605 250440

$ 71429 § 287107

During the years ended June 30, 2012 and 2011, ACCI incurred investment management fees
of approximately $10,900 and $11,500, respectively, which are included in net investment
income.
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INVESTMENTS (Continued)

Fair Value ‘

Fair value of ACCI's corporate bonds is determined by entering standard inputs into a pricing
model. These inputs include benchmark yields, reported trades, broker/dealer quotes, issuer
spreads, and industry and economic events.

ACCI's investments are measured at fair value on a recurring basis at June 30, 2012 utilizing

the following input levels:

Level 1 Level 2 Level 3 Total
Cash and equivalents 3 62,924 $ - 3 - % 62,924
International bond
funds 57,855 - - 57,855
Corporate bonds - 53,769 - 53,769
Equity mutual funds 1,228,706 - - 1,229,706
Bond mutual funds 681,727 - - 681,727
Fixed income
mutual funds 318,654 - - 318,654
$ 2350866 § 53,769 $ - $ 2404635

ACCI's investments are measured at fair value on a recurring basis at June 30, 2011 utilizing

the following input levels:

Level 1 Level 2 Level 3 Total
Cash and equivalents $ 311,550 $ - $ - 3 311,550
International bond
funds 60,059 - - 60,059
Corporate bonds - 54,118 - 54,118
Equity mutual funds 949 455 - - 849,455
Bond mutual funds 634,567 - - 634,567
Fixed income
mutual funds 304,687 - - 304,687
$ 2260318 % 54118 $ - $ 2314436

11



PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30:

2012 2011
Leasehold improvements ' $ 921420 § 862,852
Furniture and office equipment 360,359 356,850
Computer hardware and sofiware 591,732 403,450
Medical equipment 10,648 10,648

1,884,159 1,633,600
Less: Accumulated depreciation and amortization (764,278) (530.475)

$ 1119881 § 1103125

LINES-OF-CREDIT

ACCI has a bank line-of-credit agreement intended for agency and pharmacy cash flow
purposes with maximum borrowings of $400,000. ACCI also has an equipment line-of-credit
with maximum borrowings of $500,000 frem the same bank. Amounts borrowed on both lines-
of-credit bear interest at the Wall Street Journal prime rate plus 1% (4.25% at June 30, 2012)
and are collateralized by ACCI's investment account maintained by that bank. At June 30,
2012 and 2011, the amount cuistanding under the terms of the equipment line-of-credit
agreement was $500,000. There were no borrowings on the cash flow line-of-credit at June
30, 2012 and 2011. '

Interest expense and the amount paid on amounts oufstanding was $21,608 and $24,755
during the years ended June 30, 2012 and 2011, respectively.

COMMITMENTS AND CONTINGENCIES

Leases

ACCI has an operating lease agreement for its primary office space at 259 Monroe Avenue in
Rochester, New York through October 2023. This agreement requires ACCI to make monthly
base rental payments of $56,955 with an annual renfal increase of 2% sach November.

ACCI also has three additional operating lease agreements for its satellite operations in
Rochester, Bath, and Geneva, New York. These agreements require aggregate monthly
payments ranging from $1,055 to $2,010 through April 2013.

Rent expense recognized by ACCI under the terms of the above agreements was

approximately $748,000 and $718,000 during the years ended June 30, 2012 and 2011,
respectively.

12



10.

11.

COMMITMENTS AND CONTINGENCIES (Continued)

Leases (Continued)
Future minimum payments due under the terms of these lease agreements are as follows for
the years ending June 30: ‘

2013 $ 734,555
2014 720,550
2015 734,961
2016 749,660
2017 764,653
Thereatter 5,208,924

$ 8913303

Third-Party Payers

Third-party payers, especially governmental funders, have substantially increased their
scrutiny of payments made to their designated service providers. Specific areas for review by
the governmental payers and their investigative personnel include appropriate billing practices,
reimbursement maximization strategies, technical regulation, compliance, etc. The stated
purpose for these reviews is to recover reimbursements that the payers believe may be
inappropriate.

ACCI has reviewed its internal records and policies with respect to such matters and believes
that it has no liability. However, due to the nature of these matters, it is difficult to estimate the
ultimate liability, if any, which it may incur for such matters.

Laws and regulations governing the Medicaid program are complex and subject to
interpretation. ACCI believes that it is in compliance with all applicable laws and regulations
and is not aware of any pending or threatened investigations involving allegations of potential
wrongdoing. While no such regulatory inquiries have been made, compliance with such laws
and regulations can be subject to future government review and interpretation as well as
significant regulatory action including fines, penalties, and exclusion from the Medicaid
program.

BENEFIT PLANS

ACCI has a profit-sharing plan qualified under section 401(k) (the Plan) in which employees
are eligible to participate upon date of employment, as defined in the Plan. Contributions to
the Plan are discretionary on the part of ACCIl. ACCI contributed approximately $51,000 and
$89,000 to the Plan during the years ended June 30, 2012 and 2011, respectively.

ACCI] also has a 457(b) deferred compensation plan into which eligible employees can make
elective deferrals. These deferrals are invested in marketable securities and are included in
investments on the accompanying balance sheets. These invesiments totaled $91,562 and
$70,508 at June 30, 2012 and 2011, respectively.

SUBSEQUENT EVENTS

Subsequent events have been evaluated through October 1, 2012, which is the date the
financial statements were available fo be issued.

13



Bonadio & Co., ip

Certified Public Accountants

171 Sully's Trail, Suite 201
Pittsford, New York 14534
p (585) 381-1000
f (585) 381-3131

ROCHESTER  BUFFALO
“ ALBANY » SYRACUSE
NYC ¢ PERRY » GENEVA

www.bonadio.com

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

October 1, 2012

To the Board of Directors of
A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary:

We have audited the financial statements of A C Center, Inc, d/b/a AIDS Care
and Pieasant Street Apothecary (ACCI) as of and for the year ended June 30,
2012, and have issued our report thereon dated Ociober 1, 2012, We conducted
our audit in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of ACCI is responsible for establishing and maintaining effective
infernal control over financial reporting. In planning and performing our audit, we
considered ACCl's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of ACCI's internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of ACCl's internal control over
financial reporting.

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 correct misstatements on a
timely basis. A material weakness is a deficiency, or a combination 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.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

(Continued)
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORBANCE WITH
GOVERNMENT AUDITING STANDARDS

(Continued)

Compliance and Other Matters

As part of obfaining reasonable assurance about whether ACCl's financial statements are free of
material misstatement, we performed 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.

This report is intended solely for the information and use of management, the Board of Directors,
and others within A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary, and federal

awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

"Bw/lacud f (A./ pb?
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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

Qctober 1, 2012

To the Board of Directors of
A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary:

We have audited the financial statements of A C Center, Inc. d/b/a AIDS Care
and Pleasant Street Apothecary (ACCI) as of and for the year ended June 30,
2012, and have issued our report thereon dated October 1, 2012. We conducted
our audit in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government
Auditing Sfandards, issued by the Comptroller General of the United States.

Internal Confrol Over Financial Reporting

Management of ACCI is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we
considered ACCl's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of ACCI's internal control over financial reporting. Accordingly, we
do not express an opinicn on the effectiveness of ACCl's internal control over
financial reporting.

A deficiency in infernal control exists when the design or operation of a conirol
does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct misstatements on a
timely basis. A malterial weakness is a deficiency, or combination 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.

Cur consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined previously.

(Continued)
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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

(Continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether ACCl's financial statements are free of
material misstatement; we performed 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 Audifing Standards.

This report is intended solely for the information and use of management, the Board of Directors,
and others within A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

PBoradis f Cn.) LLP



Bonadio &Co., ip
Certified Public Accountants

171 Sully's Trai!, Suite 201
Pittsford, New York 14534
p (585) 381-1000
f (585) 381-3131

ROCHESTER e BUFFALO
ALBANY » SYRACUSE
NYC » PERRY » GENEVA

www.bonadio.com

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT
ON EACH MAJOR PROGRANM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

December 5, 2012 (except for the Schedule of Expenditures of Federal Awards,
as to which the date is October 1, 2012)

To the Board of Directors of
A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary:

Compliance

We have audited A C Center, Inc. d/b/a AIDS Care and Pleasant Street
Apothecary’s (ACCI's) compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a
direct and material effect on ACCI's major federal program for the year ended
June 30, 2012. ACCI's major federal program is identified in the summary of
auditors’ results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to its major federal program is the responsibility
of ACCI's management. Qur responsibility is fo express an opinion on ACCl's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States; the standards applicable to financial
audits contained in Government Auditing Standards, issued hy the Comptroller
General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and 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 ACCI's compliance with those reguirements and performing such
other procedures as we considered necessary in the circumstances. We bhelieve
that our audit provides a reasonable basis for our opinion. QOur audit does not
provide a legal determination on ACCl's compliance with those requirements.

In our opinion, ACCI complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on its
major federal program for the year ended June 30, 2012.

{Continued)
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

(Continued) :

Internal Control Over Compliance

Management of ACCI is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered ACCl's internal control over
compliance with the requirements that could have a direct and material effect on a major federal
program to determine the auditing procedures for the purpose of expressing our opinion on
compliance 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 ACCI's
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing 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 controf 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 corrected, on a fimely basis.

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 identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of ACCI as of and for the year ended June 30, 2012, and
have issued our report thereon dated October 1, 2012, which contained an ungualified opinion on
those financial statements. We have not performed any procedures with respect to the audited
financial statements subsequent to October 1, 2012, 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 is presented for purposes of additional analysis as required by OMB
Circular A-133 and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the 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 accordance with auditing standards generally
accepted in the United States. In our opinion, the schedule of expenditures of federal awards is
fairly stated in all material respects in relation to the financial staternents as a whole.

(Continued)
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

{Continued)

The purpose of this report is solely to describe the scope of our testing of compliance with the types
of compliance requirements applicable to each of the Organization's major programs and our testing
of internal control over compliance and the results of our testing, and to provide an opinion on the
Organization's compliance but not to provide an opinion on the effectiveness of the Organization’s
internal control over compliance. This report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Organization’s compliance with
requirements applicable to each major program and its internal control over compliance.
Accordingly, this report is not suitable for any other purpose.

BM&(JJI f G./ pb?

{Continued)
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A C CENTER, INC.

D/B/A AIDS CARE AND PLEASANT STREET APOTHECARY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2012

Federal Grantor/Pass Through Grantor/Program Title

U.S. Department of Housing and Urban Development:

Passed through City of Rochester -
Housing Opportunities for Persons with AIDS

Passed through New York State Office of
Temporary and Disability Assistance -
Housing Opportunities for Persons with AIDS

U.S. Department of Health and Human Services:

Grants to Provide Outpatient Early Intervention
Services with Respect fo HIV Disease

Passed through Health Research, Inc. -
HIV Care Formula Grants

Passed through Health Research, Inc. -
HIV Pravention Activities - Health
Department Based

Federal Contract/

CFDA Grantor Federal
Number Number Expenditures
14.241 122725 $ 566,935
14.241 C-020963 159,186

726,121

93.918 H76HAD2462 657,081
93.917 Various 695,950
93.940 Various 254 211
$ 2.333.363

The accompanying notes are an integral part of this schedule.
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A C CENTER, INC.
D/B/A AIDS CARE AND PLEASANT STREET APOTHECARY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

GENERAL

The accompanying schedule of expenditures of federal awards presents the activity of all
federal award programs of A C Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary
(ACCI). The schedule includes expenditures of federal programs received directly from
federal agencies, as well as federal assistance passed through other organizations.

BASIS OF ACCOUNTING

ACCI's schedule of expenditures of federal awards has been prepared in conformity with
accounting principles generally accepted in the United States.

Amounts included in the accompanying schedule of expenditures of federal awards are actual
expenditures for the year ended June 30, 2012. Differences between amounts included in the
accompanying schedule of expenditures of federal awards and amounts reported to funding
agencies for these programs result from report timing.



A C CENTER, INC. .
D/B/A AIDS CARE AND PLEASANT STREET APOTHECARY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

F

OR THE YEAR ENDED JUNE 30, 2012

1.

SUMMARY OF AUDITORS' RESULTS

The auditors’ report expresses an unqualified opinion on the financial statements of AC

~ Center, Inc. d/b/a AIDS Care and Pleasant Street Apothecary (ACCI).

No significant deficiencies relating to the audit of the financial statements are reported in
the 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.

No instances of noncompliance material to the financial statements of ACC! were
disclosed during the audit.

No significant deficiencies relating to the audit of the major federal award program are
reported in the Independent Auditors’ Report on Compliance With Requirements That
Could Have a Direct and Material Effect on Each- Major Program and on Internal Control
Over Compliance in Accordance With OMB Circular A-133.

The auditors’ report on compliance for ACCl's major federal award program expresses an
unqualified opinion.

There were no audit findings relative to the major federal award program for ACCI.

The program tested as a major program was Housing Opportunities for Persons with
AIDS, CFDA No. 14,241,

The threshold for distinguishing Types A and B programs was $300,000.

ACCI was determined to be a low-risk auditee.

FINDINGS - FINANCIAL STATEMENT AUDIT

None.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

None.



