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BAY COVE HUMAN SERVICES, INC. AND AFFILIATES
STATEMENT OF CASH FLOWS ADDENDUM
June 30, 2015

Line 13 - Other Cash Used by Operating Activities

Decrease in other accounts receivables $ 2,451              
Amortization expense 5,480              
Decrease in security deposits (5,482)            
Increase in miscellaneous assets (46,283)          
Decrease in cash, capital & program reserve 22,332            
Increase in other liabilities 39,567            
Non-cash reconciling item: loss on write-off of financing fees 22,932            
Non-cash reconciling item: gain on FMV of swap (47,208)          
Non-cash reconciling item: loss on FMV of life insurance policies 193,858          
Non-cash reconciling item: loss on impairment 385,073          
Non-cash reconciling item: gain on acquisition of CASPAR, Inc. (3,955,226)     
Non-cash reconciling item: loss on transfer of Charlestown Recovery House 36,000            
Non-cash reconciling item: to bring on CASPAR's beginning net assets (2,193,300)     

Total $ (5,539,806)     

Line 20 - Other Investing Activities

Interest and dividends, net of management fees $ (35,676)          
Cash received during acquisition of CASPAR, Inc. 815,553          
Premiums paid on life insurance policies (543,469)        

Total $ 236,408          

Line 29 - Other Finance Payments

Borrowings under long-term debt $ 919,327          
Payoff of interest rate swap (218,200)        

Total $ 701,127          
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ORGANIZATION : FEIN: 042518575

Statement of Functional Expenses for the Year Ended: 06/30/2015

SUPPORTING SERVICES PROGRAM
SERVICES

ADMINISTRATION TOTAL

TOTALS (MNGT. & GEN.) FUND RAISING ALL PROGRAMS

1. Employee Compensation & Related Expenses 70,557,877 6,302,431 462,691 63,792,755

2. Occupancy 10,258,146 788,263 19,738 9,450,145

3. Other Program / Operating Expense 9,343,072 263,875 10,676 9,068,521

4. Subcontract  Expense 5,179,200 5,179,200

5. Direct Administrative Expense 2,843,949 1,243,934 44,801 1,555,214

6. Other Expenses 267,371 65,968 201,403

7. Depreciation of Buildings and Equipment 1,595,943 194,802 2,944 1,398,197

8. TOTAL EXPENSES 100,045,558 8,859,273 540,850 90,645,435

See Accompanying Notes to Financial Statements

Bay Cove Human Services, Inc. & Affiliates





BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1) Summary of Significant Accounting Policies - continued

(b) Nature of Activities - continued

Senior Services - The Senior Services division provides living assistance in all areas of life to the 
elderly including nutritious meals and nutrition education to those elders in need of proper nutrition, 
but not capable of providing it themselves.  Clients are provided daily programming at several sites, 
medical and mental health outpatient clinic services, support around issues of substance abuse, in-home 
assistance with activities of daily living and an array of case management services designed to assist 
elders who are homeless or at risk for homelessness secure and stabilize housing and meet other basic 
needs.  The Senior Services division also provides transportation to and from most programs.  The 
Senior Services division accounted for 9% of total program expenditures.  

Child and Family Services - The Child and Family Services division operates early intervention 
programs and a small wonders nursery school that provide clinical and counseling services to infants, 
toddlers and their families.  The Child and Family Services division accounted for 3% of total program 
expenditures.

Bay Cove Academy - The Bay Cove Academy operates a junior/senior high school, which provides 
educational and counseling services to troubled youths.  The Bay Cove Academy accounted for 2% of 
total program expenditures.

(c) Revenue Recognition  

The Agency earns revenue as follows:

Program Service Fees - Program service fee revenue is earned and recognized by the Agency when
units or services are provided under various contracts funded primarily by governmental agencies.  All 
contracts consist of five types; special education program, Division of Health Care Finance Policy 
Medicaid class rate, negotiated unit rate, negotiated accommodations rate and cost reimbursement.  
Unit-rate contracts provide that revenue is to be earned and recognized at a negotiated or class rate for 
each unit-of-service that is provided under the terms of the contract.  Accommodation rate contracts 
provide that revenue is earned and recognized for each day the services are open and available.  Under 
the cost reimbursement contracts, revenue recognition takes place as costs related to the services 
provided are incurred.  Billings on the contracts are subject to final approval by the governmental 
agencies.  Medicaid revenue is generated through providing units of service delivered to covered 
individuals.

Contributions - Contributions are recognized and recorded as unrestricted, temporarily restricted or 
permanently restricted support depending on the existence and/or nature of any donor restrictions at the 
date of donation or pledge.  All contributions are considered to be available for unrestricted use unless 
specifically restricted by the donor.

Grants - Grants are recorded at the time the grant has been awarded or should conditions to the grant 
exist, at the time the conditions of the grant are met. 

Commercial Products and Services - Client wages and consultation fees are recognized as services are 
rendered at rates established by parties under contractual arrangements.

Special Events - Special event revenue is primarily derived from contributions collected and fees 
charged for admission at various sponsored events.  Special event contributions and fees are recognized 
as income when received.  



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1) Summary of Significant Accounting Policies - continued

(c) Revenue Recognition - continued

Deferred revenue represents program service fees received prior to year-end for the subsequent fiscal 
period.  These amounts are recognized as income during the subsequent fiscal period.

Substantially all of the Agency’s revenue is due from entities in Massachusetts.  For the year ended June 30, 
2015, approximately 81% of the Agency’s total revenue is from governmental agencies, 10% is from 
medical insurance companies including Medicare and Medicaid and 9% is from other non-profit agencies, 
foundations and individuals.  All revenue is recorded at the estimated net realizable amounts.

(d) Standards of Accounting and Reporting

The Agency’s net assets (excess of its assets over liabilities) and its revenues, expenses, gains and losses are 
classified based on the existence or absence of donor-imposed restrictions.

The statement of financial position presents three classes of net assets (unrestricted, temporarily restricted 
and permanently restricted) and the statement of activities displays the change in each class of net assets.  
The classes of net assets applicable to the Agency are presented as follows:

Unrestricted Net Assets - Net assets that are not subject to donor imposed restrictions.  Unrestricted net 
assets consist of assets and contributions available for the support of operations.  Unrestricted net assets 
may be designated for specific purposes by management or the Board of Directors.  Gains and losses 
on investments are reported as increases or decreases in unrestricted net assets unless their use is 
restricted by explicit donor stipulations or law.  

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that may or will 
be met, either by actions of the Agency and/or passage of time.  When a restriction expires, temporarily 
restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities 
as net assets released from restrictions.  Restricted contributions, gains and investment income whose 
restrictions are met in the same reporting period are recorded as temporarily restricted income and as 
net assets released from restrictions.

Permanently Restricted - Reflects the original amount of gifts and investment earnings required by the 
donor to be permanently retained.  Generally, the donors of these assets permit the Agency to use all or 
part of the income earned on related investments for general or specific purposes.

(e) Income Tax Status

Bay Cove, Kit Clark and CASPAR are nonprofit corporations.  All entities qualify as organizations formed 
for charitable purposes under Section 501(c)(3) of the Internal Revenue Code (IRC) and therefore are not 
subject to income tax.  Furthermore, none of the entities are private foundations under Section 509(a)(1) of 
the IRC.  Certain unrelated business income, as defined in the IRC, is subject to federal income tax under 
Section 511.  For the year ended June 30, 2015, there was no liability for tax on unrelated business income.

GAAP prescribes a recognition threshold and measurement attribute for financial statement recognition and 
measurement of a tax position taken or expected to be taken in a tax return.  For those benefits to be 
recognized, a tax position must be more-likely-than-not to be sustained upon examination by taxing 
authorities. For the year ended June 30, 2015, the Agency has determined that it has not taken any tax 
positions which would result in an uncertainty requiring recognition in the accompanying financial 
statements.  The Agency recognizes interest and penalties, if any, related to unrecognized tax benefits in 
interest expense.  There were no interest or penalties for the year ended June 30, 2015.



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1) Summary of Significant Accounting Policies - continued

(e) Income Tax Status - continued

Generally, the Agency’s information returns remain open for possible federal income tax examination for 
three years after the filing date.  The Agency is not currently under examination by any taxing jurisdiction. 

(f) Use of Estimates

In preparing the Agency’s financial statements in conformity with GAAP, management is required to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and the 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.  

(g) Current Operations Fund, Plant Fund, Endowment Fund and Custodial Fund

To ensure observance of limitations and restrictions placed on use of resources available to the Agency, the 
accounts are maintained in accordance with the principles of fund accounting on the statement of financial 
position.  This is the procedure by which resources for various purposes are classified for accounting and 
reporting purposes into funds established according to their nature and purposes.  Separate accounts are 
maintained for each fund.  Accordingly, all financial transactions have been recorded and reported by fund 
group.

The assets, liabilities and fund balances of the Agency are reported in four self-balancing fund groups as 
follows:

Current Operations Fund - Includes unrestricted and restricted resources.  The unrestricted funds 
represent resources currently available for use, while the restricted funds represent resources available 
for use only under certain conditions.

Plant Fund - Represents resources both unrestricted and restricted for acquiring or replacing land, 
buildings or equipment and the accumulated net investment in property and equipment.

Endowment Fund - Represents the principal amount of gifts and bequests accepted with the donor 
stipulation that the principal be maintained intact in perpetuity and that only the income from the 
investment thereof be expended for general purpose or purposes specified by the donor.

Custodial Fund - Represents the Agency’s fiduciary and stewardship responsibility for assets received 
and to be held or disbursed only on instruction from whom the assets were received.

(h) Special Events

The Agency has determined that special events are incidental to its operations and therefore gross special 
event revenue has been shown net of the direct costs of benefits to donors.  

(i) Commercial Products and Services

Commercial products and services revenue and expenses amounted to $60,541 and $46,811, respectively, 
resulting in a $13,730 gain for the year ended June 30, 2015 on the statement of activities.  Commercial 
products and services expenses are included in total program services expenses on the statement of 
activities.



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1)  Summary of Significant Accounting Policies - continued

(j) Advertising Costs

The Agency expenses advertising costs when they are incurred.  Advertising expense was immaterial for the 
year ended June 30, 2015.

(k) Fair Value Measurements

GAAP defines fair value as the exchange price that would be received for an asset or paid to transfer a 
liability in the principal or most advantageous market for the asset or liability in an orderly transaction 
between market participants at the measurement date.  Additionally, the inputs used to measure fair value 
are prioritized based on a three-level hierarchy.  This hierarchy requires entities to maximize the use of 
observable inputs and minimize the use of unobservable inputs.  The three levels used to measure fair value 
are as follows:

Level 1: Quoted prices for identical instruments traded in active markets.  

Level 2: Observable inputs other than quoted prices included in Level 1.  Assets and liabilities 
included in this level are valued using quoted prices for similar assets and liabilities in active markets 
or other inputs that are observable or can be corroborated by observable market data.

Level 3: Unobservable inputs that are supported by little or no market activity and that are 
significant to the fair value of the assets or liabilities.  This includes certain pricing models, 
discounted cash flow methodologies and similar techniques that use significant unobservable inputs.

Recurring Measurements

In accordance with GAAP, certain assets and liabilities are required to be recorded at fair value on a 
recurring basis.  The Agency’s assets that are adjusted to fair value on a recurring basis include short term 
investments, board restricted investment funds and the policy value on employee life insurance.  The 
Agency currently has no liabilities that are adjusted to fair value on a recurring basis.   

Investments in Debt and Equity Securities 
The fair values of investments using quoted market prices from daily exchange traded markets were based 
on the closing price as of the balance sheet date and were classified as Level 1. 

Other Assets 
The fair values of the Agency’s employee life insurance policies were based on the discounted values of 
premium recovery amounts, and were classified as Level 2.

The following table summarizes assets and liabilities measured at fair value on a recurring basis as of June 
30, 2015.

Fair Value Measurements on a Recurring Basis 

Level 1 Level 2 Level 3 Total

Investments (see Note 4)     $ 1,991,825 $ - $ - $ 1,991,825

Other assets (see Note 6) -     3,272,144                  - 3,272,144
              $ 1,991,825 $ 3,272,144 $                  - $ 5,263,969



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1)  Summary of Significant Accounting Policies - continued

(k) Fair Value Measurements - continued

Recurring Measurements - continued

The Agency’s policy is to recognize transfers in and out of levels as of the date an event or change in 
circumstances causes the transfer.  There were no transfers between levels during the year ended June 30, 
2015.  

Non-recurring Measurements

In addition to assets and liabilities that are recorded at fair value on a recurring basis, the Agency records 
assets and liabilities at fair value on a non-recurring basis as required by GAAP.  The Agency’s assets that 
are adjusted to fair value on a nonrecurring basis are the fixed assets acquired during the CASPAR 
acquisition; see Note 2. 

The following table presents the fair value hierarchy for those nonfinancial assets measured at fair value on 
a nonrecurring basis as of June 30, 2015.

(l) Fundraising 

Fundraising relates to the activities of raising general and specific contributions to the Agency.   Total costs 
of all fundraising activities for the year ended June 30, 2015 were 28% of total contribution revenue.  The 
ratio of expenses to amounts raised is computed using the actual expenses and related contributions on an 
accrual basis.

(m) Functional Allocation of Expenses

The cost of providing various programs and other activities has been summarized on a functional basis in 
the statement of activities and in the statement of functional expenses.  Directly identifiable expenses are 
charged to programs and supporting services.  Expenses related to more than one function are allocated to 
programs and supporting services.  Administration expenses include those expenses that are not directly 
identifiable with any other specific function but provide for the overall support and direction of the Agency.
Payroll and associated costs are allocated to functions based upon actual time incurred, number of enrolled 
clients and square footage.  Occupancy costs are allocated based upon square footage.

Fair Value Measurements on a Non-recurring Basis 

Level 1 Level 2 Level 3 Total

Fixed Assets (see Note 2)     $ - $ 5,935,000 $ - $ 5,935,000

               - $ 5,935,000 $                  - $ 5,935,000



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1)  Summary of Significant Accounting Policies - continued

(n) Cash and Cash Equivalents

The Agency considers all highly liquid investments purchased with an original maturity of three months or 
less to be cash equivalents.  

The Agency maintains its cash balances at several financial institutions located in Massachusetts.  The cash 
balances are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000, with the 
exception of money market accounts, which are primarily invested in U.S. Government securities, 
certificates of deposit and commercial paper and total $223,607 as of June 30, 2015 and are not insured.  Cash 
and deposit balances maintained with Citizen Bank exceeded the $250,000 limit and amounted to 
$4,974,956 as of June 30, 2015.  The Agency did not maintain cash balances in excess of FDIC limits in any 
other financial institution as of June 30, 2015.  

(o) Investments

The Agency carries investments in marketable securities at fair value which is determined by quoted market 
prices.  Changes in fair value are reflected in the statement of activities as gains or losses on investments.  
Investments are exposed to risks such as interest rate, credit and overall market volatility.  The investment 
in The Captive Advantage, LLC is accounted for under the equity method (see Note 4).

(p) Financing Fees

Financing fees are recorded at cost and are amortized using the effective interest method over the life of the 
related loan.  Estimated future amortization expense for these financing fees as of June 30, 2015
approximates $7,000 for each of the next five years.

(q) Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding balances.  
Management provides for probable uncollectible amounts through a provision for bad debt expense and an 
adjustment to a valuation allowance based on its assessment of the current status of individual accounts.  
Balances that are outstanding after management has used reasonable collection efforts are written off through a 
charge to the valuation allowance and a credit to accounts receivable.  As of June 30, 2015, the allowance for 
doubtful accounts was immaterial.

The Agency does not have a policy to accrue interest or to require collateral to secure accounts receivable.  
Upon notification by the government entity or medical insurance company that amounts are uncollectible a 
contractual allowance is established.  Commercial products and services and self-pay receivables are written 
off after collection efforts have failed, including collection agencies and small claims court.  

Contributions receivable are recognized as revenue and as assets, net of allowances, in the period in which 
the contributions are made.  Unconditional contributions receivable are recorded, in the year received, at the 
present value of estimated future cash flows using a risk-adjusted discount rate. Amortization of the 
discount is included in contribution revenue. Conditional contributions receivable are recognized only 
when the conditions on which they depend are substantially met and the contributions become 
unconditional.  

Unconditional contributions receivable are periodically reviewed to estimate an allowance for doubtful 
accounts.  Management estimates the allowance by review of historical experience and a specific review of 
collection trends that differ from scheduled collections on individual contributions.  As of June 30, 2015, 
management has determined any allowance would be immaterial.



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1)  Summary of Significant Accounting Policies - continued

(q) Accounts Receivable - continued

As of June 30, 2015, 86% of the Agency’s receivables are due from governmental agencies, 10% are from 
medical insurance companies including Medicare and Medicaid and 4% are from other non-profit agencies, 
foundations and individuals.

(r) Land, Building and Equipment

Land, building and equipment acquired by purchase are recorded at cost, or if via acquisition of another 
entity or donation, fair value on the date of receipt, and are reflected in the Plant Fund in the statement of 
financial position.  Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets 
to operations over their estimated service lives.  Improvements, including planned major maintenance 
activities are capitalized, while expenditures for routine maintenance and repairs are charged to expense as 
incurred.  Upon disposal of depreciable property, the appropriate property accounts are reduced by the 
related costs and accumulated depreciation.  The resulting gains and losses are reflected in the statement of 
activities.

The Agency computes depreciation using the straight-line method over the following estimated lives:

Buildings and improvements 5-40 years
Furniture and equipment 3-10 years
Motor vehicles 5 years

The Agency acquired some of its fixed assets with resources provided under contracts with the 
Commonwealth of Massachusetts and the City of Boston, for which the State and City retains title.  
State/City-owned assets are capitalized in the year of acquisition and are reflected in the Custodian Fund on 
the statement of financial position.  In accordance with State/City funding agency requirements, these assets 
are depreciated over their estimated useful lives.  The Agency is restricted to employ the assets for the 
purposes described in the contract funding their acquisition.

The Agency reviews its investment in real estate for impairment whenever events or changes in 
circumstances indicate that the carrying value of such property may not be recoverable.  Recoverability is 
measured by a comparison of the carrying amount of the real estate to the future net undiscounted cash flow 
expected to be generated by the property and any estimated proceeds from the eventual disposition of the 
real estate.  If the real estate is considered to be impaired, the impairment to be recognized is measured at 
the amount by which the carrying amount of the real estate exceeds the fair value of such property.  There 
were no impairment losses recognized during the year ended June 30, 2015 other than for the fixed assets as 
disclosed in Note 19. 

(s) Contributed Services and Gifts in Kind

Donated materials are reported as contributions in the financial statements at their estimated fair values at 
the time of receipt.  Donated services are similarly reported when services are performed which would 
otherwise have been purchased or performed by Agency personnel.  

The Commonwealth of Massachusetts and other organizations provide the free use of facilities on a tenant-
at-will basis, to assist the Agency in its programs.  The Agency also received donated food and supplies to 
assist the Agency in its programs.



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(1)  Summary of Significant Accounting Policies - continued

(s) Contributed Services and Gifts in Kind - continued

For the year ended June 30, 2015, in-kind contributions totaling $530,120 have been recognized as income 
and the corresponding expenses have been included with program and administration expenses in the 
accompanying financial statements and are recorded at estimated fair value at the date of receipt.  The 
amount of the donation has been recognized as income and the corresponding asset has been recorded at 
estimated fair value at the date of receipt.

(t) Split Dollar Life Insurance

Split dollar life insurance policies are valued at the discounted values of premium recovery amounts.

(u) Summarized Financial Information for 2014

The financial statements include certain prior year summarized comparative information in total but not by 
net asset class.  Also, there is no presentation of statement of cash flows or statement of functional expenses 
for the year ended June 30, 2014.  In addition, the financial statements do not include full financial 
statement disclosures for the prior year.  Such information does not include sufficient detail to constitute a 
presentation in conformity with GAAP.  Accordingly, such information should be read in conjunction with 
the Agency’s financial statements for the year ended June 30, 2014, from which the summarized 
information was derived.

(2)  Acquisition

Effective July 1, 2014, the governing boards of Bay Cove and CASPAR approved a strategic partnership plan 
whereby CASPAR became an affiliate controlled by Bay Cove and its Board of Directors.  Bay Cove and 
CASPAR share a common mission and their vision for the merger is to provide care and services for people 
struggling with addiction in Cambridge and Somerville.  The corporate charter, name and not-for-profit 
designation for CASPAR was retained.  The combination was accounted for according to the acquisition method 
under ASC 958-805. 

On the date of the merger, CASPAR’s assets of $3,248,995 and liabilities of $1,055,695 were consolidated into 
Bay Cove along with the net assets of CASPAR totaling $2,193,300.  As required under ASC 958-805, the 
assets and liabilities upon this consolidation were increased to fair value which resulted in a gain to the Agency
of $3,955,226 which is included in other increases (decreases) on the statement of activities.  This gain was 
wholly the result of CASPAR’s fixed assets being recorded at the fair market value of $5,935,000 at the date of 
the consolidation.



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(3)  Cash and Cash Equivalents

The Agency maintains current cash balances, funded reserves and restricted deposits as follows:

(4)  Investments

Investments are comprised of the following as of June 30, 2015:

Current Long-Term Total

Debt securities:

Government securities $ - $ 63,747 $ 63,747

Corporate bonds 859,601 41,744 901,345

Bond funds - 28,280 28,280

Total debt securities 859,601 133,771 993,372

Mutual funds 2,032 - 2,032

Exchange traded funds - 471,610 471,610

Marketable equity securities - 524,811 524,811

Cash and money market - 79,372 79,372

Total $ 861,633     $ 1,209,564  $ 2,071,197

Investments partially consist of established U.S. mutual funds, exchange traded funds, bonds and marketable 
equity securities invested in; U.S. government agencies, corporate and foreign companies and taxable fixed 
income funds maintaining durations of one year or less.  Non-governmental securities are primarily invested in 
companies that trade on the New York Stock Exchange.

The board of directors has designated $1,209,564 of the previously described forms of investments and 
unrestricted net assets to a quasi-endowment fund to provide a continuous source of income to the Agency; 
including funds to provide for bonus compensation to employees under the Agency’s Legacy Bonus Policy.  As 
of June 30, 2015, board restricted assets are classified as long-term investments on the statement of financial 
position. 

Money
Market

Cash Accounts Total

Operating Cash $ 4,366,101 $ 6,803 $ 4,372,904

$ 4,366,101 $ 6,803 $ 4,372,904

     Included in Other Assets and Investments                                             

Money
Market

Cash Accounts Total

Cash, Capital & Program Reserve (see Note 7) $ 72,405 $ - $ 72,405

Board Restricted Funds (see Note 4) -  79,372  79,372  

$ 72,405 $ 79,372 $ 151,777



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(4)  Investments - continued

Long-term investments also includes reserve requirements for The Captive Advantage, LLC (TCA), a Delaware 
Limited Liability Company that was founded for the principal purpose of participating in a segregated account 
captive insurance company in an attempt to provide human service provider organizations with significantly 
lower insurance costs.  The Agency is a non-majority member of TCA and has accounted for the reserve 
requirements under the equity method.  The carrying value of the Agency’s required reserve with TCA as of 
June 30, 2015 totaled $172,748.

Investment revenue consisted of the following for the year ended June 30, 2015:

Interest and dividends $  50,472
Net realized and unrealized losses (7,545)

Total $ 42,927

Additionally, $124,092 was received from TCA during the year ended June 30, 2015 as a return of prior years’ 
premiums paid which is included as investment revenue on the statement of activities.  

Bank management fees incurred on the investments totaled $12,186 for the year ended June 30, 2015 and are 
included in administrative expenses on the statement of activities.

(5)  Property and Equipment

Property and equipment consists of the following as of June 30, 2015:

Agency 
Owned

State/City 
Owned Total

Land $ 8,050,171 $ - $ 8,050,171
Buildings and improvements 37,339,098 - 37,339,098
Furniture and equipment 2,210,182 605,562 2,815,744
Motor vehicles 721,396 203,293 924,689

Total $ 48,320,847 $ 808,855 $ 49,129,702

Real estate under rehabilitation as well as additional fixed assets not yet placed in service are included in 
building and improvements, carried at cost and valued at $2,311,684 as of June 30, 2015.  These fixed assets 
have not been placed in service as of June 30, 2015, and, as such, are not being depreciated.

State/City owned assets consist of furniture and equipment and motor vehicles used in the Agency’s programs, 
for which title is held by various departments of the Commonwealth of Massachusetts and/or the City of Boston.

Total depreciation expense for the year ended June 30, 2015 was $1,595,943.
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Notes to Financial Statements

June 30, 2015

(6)  Other Assets

As of June 30, 2015, other assets consisted of the following:

Restricted Deposits
Cash, Capital & Program Reserve (see Note 7) $ 72,405

Other
Policy value on employee life insurance (see Note 12a) 3,272,144
Financing fees, net of accumulated amortization of $23,326 198,375
Deposits 137,804
457B Plan (see Note 12b) 54,617

Total $ 3,735,345

(7)  Cash, Capital & Program Reserve

In accordance with the Agency’s management agreement with Charlestown Recovery House, Inc., a nonprofit 
organization who owns a halfway house, the Agency has use of the halfway house to operate one of the 
Agency’s programs.  Furthermore, the Agency is required to establish a reserve to fund future operating losses 
and required capital replacements incurred by the Charlestown Recovery House program.  This reserve is to be 
funded by any program revenue less program expenses earned in a given year.  During the year ended June 30, 
2015, a required deposit of $6,468 was made to the account.  No withdrawals were made and no interest was 
earned on the account during the year ended June 30, 2015.  As of June 30, 2015, the cash, capital and program 
reserve balance was $72,405 and is included in other assets on the statement of financial position.

(8)  Promises to Give

The Agency has received unconditional promises to give.  All unconditional promises to give are expected to be 
collected within one year and are recorded at net realizable value. Uncollectible amounts of pledges receivable 
are expected to be immaterial.  Accordingly, no provision has been made for uncollectible amounts.

(9)  Current Notes Payable

(a)  Citizens Bank

The Agency has two revolving lines of credit with Citizens Bank.  The first line of credit permits borrowing 
up to $4,000,000.  There were no advances outstanding as of June 30, 2015. The line of credit agreement 
requires that the Agency repay the line of credit in full for 30 consecutive days during the fiscal year, which 
was fulfilled for the year ended June 30, 2015.  The line of credit is collateralized by agreements covering 
personal property including certain receivables as described in the Revolving Credit Agreement.  

The second line of credit permits borrowing up to $700,000.  There were no advances outstanding as of 
June 30, 2015.  The line of credit agreement requires that the Agency repay the line of credit in full for 30 
consecutive days prior to December 31 of each calendar year, which was fulfilled for the year ended 
December 31, 2015 and 2014, and maintain a debt service coverage ratio of no less than 1.20:1.00.  The 
Agency’s debt service coverage ratio exceeded 1.20:1.00 as of June 30, 2015.  The line of credit is 
collateralized by agreements covering personal property including certain receivables as described in the 
Revolving Credit Agreement.  
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(9)  Current Notes Payable - continued

(a)  Citizens Bank - continued

Borrowing under the first line of credit accrues interest based on the LIBOR Advantage rate, which was 
3.18% as of June 30, 2015. The second line of credit accrues interest based at the bank’s prime rate, which 
was 3.25% as of June 30, 2015.  All lines of credit are due on demand and are reviewed annually by the 
bank.

(b)  Cambridge Savings Bank

The Agency has a non-revolving line of credit for the acquisition of real estate.  As of June 30, 2015, 
$2,158,000 of the non-revolving line of credit was available to the Agency.  Borrowings under the non-
revolving line of credit accrue interest in accordance with each secured term note.  The non-revolving line 
of credit is due on demand and is reviewed annually by the bank.  The entire unpaid principal balance 
together with all unpaid accrued interest shall be due February 28, 2017, the termination date, which can be 
extended at the bank’s discretion.  The outstanding balance on the non-revolving line of credit is zero as of 
June 30, 2015.

(10)  Long-Term Debt  

Long-term debt as of June 30, 2015 consisted of the following:

Long
Lending Institution Type of Debt Current Term Total

MassDevelopment Mortgage Notes $ 119,361 $ 5,225,345 $ 5,344,706
Cambridge Savings Bank Mortgage Notes 199,350 4,082,813 4,282,163
CEDAC Mortgage Notes - 3,770,989 3,770,989

TD Bank Mortgage Notes 110,581 1,858,693 1,969,274
Department of Housing and 
Community Development Mortgage Notes - 530,162 530,162
Citizens Bank Mortgage Notes 161,712 4,648,075 4,809,787
City of Somerville Mortgage Notes - 19,500 19,500
East Cambridge Savings Bank Mortgage Notes 56,000 281,706 337,706

$ 647,004 $ 20,417,283 $ 21,064,287

(a)  MassDevelopment 

The Agency has several debt instruments with MassDevelopment (formerly the Massachusetts Health and 
Educational Facilities Authority).

The first debt instrument was a 30-year loan in the amount of $3,940,000, with a floating interest rate equal 
to the USD-Bond Market Association Swap Index Rate.  The installment loan was payable through April 
2037.  Funds for the loan were raised by MassDevelopment through the sale of Variable Rate Demand 
Revenue Bonds.  During fiscal year 2010, the Agency entered into an Amendment to Reimbursement 
Agreement with Citizens Bank whereby the Series M Bond was refunded by variable rate demand revenue 
bonds, Series O.  There were no changes to requirements of the bond, including principal amounts, interest 
rates and required cash accounts and covenants.  During the year ended June 30, 2015, the Agency 
refinanced these debt instruments and all obligations were repaid as part of the refinance.  The loan and 
trust agreements for this loan required multiple funded accounts to be held.  All accounts were closed 
during the year ended June 30, 2015 as part of the refinancing. 



BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Notes to Financial Statements

June 30, 2015

(10)  Long-Term Debt - continued

(a)  MassDevelopment - continued

The second debt instrument is a 30-year loan in the maximum amount of $3,500,000, with a fixed interest 
rate of 4.86%.  The installment loan is payable through June 2039, however, the instrument can be called by 
the lender or fully repaid by the Agency in June 2019.  Funds for the loan were raised by MassDevelopment 
through the sale of Authority Revenue Bonds.  As of June 30, 2015, the unpaid principal balance totaled 
$1,199,185.  

The third debt instrument is a 30-year loan in the amount of $4,600,000, with a fixed interest rate of 5.04%. 
The installment loan is payable through June 2039, however, the instrument can be called by the lender or 
fully repaid by the Agency in June 2019.  Funds for the loan were raised by MassDevelopment through the 
sale of Authority Revenue Bonds.  As of June 30, 2015, the unpaid principal balance totaled $4,145,521.  

During the year ended June 30, 2015, a fourth debt instrument, a loan in the amount of $3,889,206, with a 
fixed interest rate of 3.40%, was entered into.  The installment loan is payable through June 2037.  Funds 
from the loan were raised by MassDevelopment through the sale of Authority Revenue Bonds.  As of June 
30, 2015, the unpaid principal balance totaled $3,833,676.

During the year ended June 30, 2015, a fifth debt instrument, a loan in the amount of $831,841, with a fixed 
interest rate of 3.40%, was entered into.  The installment loan is payable through December 2044.  Funds 
from the loan were raised by MassDevelopment through the sale of Authority Revenue Bonds. As of June 
30, 2015, the unpaid principal balance totaled $823,948.

During the year ended June 30, 2015, a sixth debt instrument, a loan in the amount of $550,000, with an 
interest rate equal to the Adjusted LIBOR Rate, was entered into.  The installment loan is payable through 
December 2044.  Funds from the loan were raised by MassDevelopment through the sale of Authority 
Revenue Bonds.  As of June 30, 2015, no draws have been made, as such, the unpaid principal balance is 
zero.        

The MassDevelopment loans are collateralized by a first mortgage position in certain real property of the 
Agency.  The real property includes land, buildings and improvements that are located in Dorchester, 
Mattapan, Roslindale and Boston, Massachusetts.  The security agreements place certain restrictions on the 
sale, lease or encumbrance of the mortgaged property. 

People’s United Bank acted as trustee for the first debt instrument, while Cambridge Savings Bank acts as 
trustee on the second and third debt instruments and Citizens acts as trustee on the fourth, fifth and sixth 
debt instruments.  All loan and trust agreements contain covenants which include, but are not limited to: (a) 
a debt service coverage ratio of no less than 1.20 to 1.00 and; (b) that no action shall be taken or omitted if 
such action or omission would cause any revocation or adverse modification of its tax-exempt status under 
IRC Section 501(c)(3).  The Agency complied with the above covenants as of June 30, 2015.
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(10)  Long-Term Debt - continued

(b)  Interest Rate Swap Agreement

The Agency had an interest rate swap agreement with Citizens Bank to mitigate the risk of changes in 
interest rates associated with floating rate indebtedness.  Under this agreement, the interest rate was fixed at 
3.65% with respect to the specified amounts of notional principal, however, the variable rate index used on 
the swap agreement and debt were different.  The interest rate swap agreement was to be in effect through 
June 2017, while the debt was not to mature until April 2037.  The interest rate swap was an ineffective 
hedge in mitigating the market risk of significant changes in the floating interest rate of the associated 
indebtedness.  The interest rate swap was a derivative instrument and as such was accounted for under 
GAAP for Accounting for Derivative Instrument and Hedging Activities.  This statement requires such 
instruments to be recorded at fair market value in the statement of financial position, with changes in the 
fair value recorded through other changes in net assets.

The total current year change, through the refinancing of the related debt (see Note 10a), in fair market 
value was a gain of $47,208 and was recorded as an other increase in net assets on the statement of 
activities.  Any portion of the change in the current year applicable to the ineffective portion of the interest 
rate swap was immaterial.  During the year ended June 30, 2015, as a part of the refinancing, the Agency 
paid off the remainder of the interest rate swap liability and ended the agreement.

(c) CEDAC

The Agency has eight mortgage notes payable with CEDAC whose details are listed below.  All eight notes 
are non-interest bearing second mortgage notes payable under CEDAC’s Facilities Consolidation Fund 
program with no payments due until maturity.  All of the above maturity dates may be extended in ten year 
increments by CEDAC.  For seven of the eight notes, if gross receipts for the individual project exceed 
105% of cash expenditures for any fiscal year, the Agency may have to submit the excess to CEDAC within 
45 days after fiscal year end at CEDAC’s discretion under all note agreements.  

Collateralized by Real Estate

Outstanding 
Loan Balance

at 6/30/15 Maturity 

466 Washington St, Revere, MA
  
$ 255,000 January 2037

91 Winthrop St, Winthrop, MA 272,500 January 2037

44 Orlando St, Mattapan, MA 357,885 May 2040

36 Orlando St, Mattapan, MA 368,630 April 2041

510 Hyde Park Ave, Boston, MA 1,018,692 November 2039

223 Walnut Street, Revere, MA 863,702 March 2044

374 Dorchester Street, Dorchester, MA 134,580 August 2028

50 Walnut Street and 3 Summit Avenue, 
Somerville, MA 02143 500,000 March 2033

$ 3,770,989
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(10)  Long-Term Debt - continued

(d)  TD Bank
Interest

Collateralized by Real Estate

Outstanding 
Loan Balance

at 6/30/15

Monthly Prin. 
and Interest 
Installments

Amortization 
Period 

Balloon 
Payment

After Terms 
Rate at 

6/30/15 Maturity 

144 Utica St, Quincy, MA
  
$ 52,142 $ 1,933 10 yrs 5 yrs Fixed 4.17% December 2019

581 Norfolk St, Mattapan, MA 362,760 3,725 10 yrs 5 yrs Fixed 4.30% June 2020

17-19 Bradston St, Boston, MA 300,144 2,498 20 yrs 5 yrs Fixed 4.26% February 2019

71 Central Avenue, Hyde Park, MA 159,005 1,533 15 yrs 5 yrs Fixed 4.24% December 2019

30 Pleasant Street, Dorchester, MA 468,298 3,614 15 yrs 5 yrs Fixed 4.75% August 2020

8-10 Adelaide Street, Boston, MA 478,347 3,369 20 yrs 5 yrs Fixed 4.25% November 2016

173 Centre Avenue, Middleborough, MA 148,578 936 20 yrs 5 yrs Fixed 3.32% December 2017

$ 1,969,274

(e)  Cambridge Savings Bank

Interest

Collateralized by Real Estate

Outstanding 
Loan Balance

at 6/30/15

Monthly Prin. 
and Interest 
Installments

Amortization
Period

Balloon 
Payment

After Terms 
Rate at 

6/30/15 Maturity 

26-28 Mill Street, Quincy, MA $ 332,851 $ 2,873 20 yrs 5 yrs Fixed 5.15% December 2020

466 Washington Ave, Revere, MA 157,912 1,322 20 yrs 5 yrs Fixed 5.19% August 2029

91 Winthrop Street, Winthrop, MA 168,779 1,415 20 yrs 5 yrs Fixed 5.19% August 2029

101-105 Victory Rd, Dorchester, MA 951,836 6,258 20 yrs 7 yrs Fixed 3.96% March 2020

98-100 Cook Ave, Chelsea, MA 391,454 3,379 20 yrs 5 yrs Fixed 5.15% December 2020

33 Bourne Street, Middleboro, MA 244,363 2,821 20 yrs 10 yrs Fixed 3.97% August 2016

16 Carol Circle, West Roxbury, MA 337,112 3,411 20 yrs 10 yrs Fixed 4.07% August 2025

40 Stark Avenue, Revere, MA 286,781 2,476 20 yrs 5 yrs Fixed 5.15% December 2020

28 Freeland Street, Mattapan, MA    212,584 2,131 20 yrs 10 yrs Fixed 4.79% February 2016*

44 Orlando Street, Mattapan, MA 157,166 1,327 15 yrs 15 yrs Fixed 5.19% August 2029

36 Orlando Street, Mattapan, MA 197,719 1,559 15 yrs 15 yrs Fixed 4.71% April 2030

223 Walnut Street, Revere, MA 843,606 5,719 20 yrs 10 yrs Fixed 6.11% March 2023

$ 4,282,163
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(10)  Long-Term Debt - continued

(e)  Cambridge Savings Bank - continued

* This Agency mortgage note payable held by Cambridge Savings Bank matures in fiscal year 2016.  As of 
the date of the auditors’ report, in accordance with management’s intentions, the Agency has received 
confirmation from Cambridge Savings Bank that this loan will be refinanced in fiscal year 2016.  The 
anticipated terms of the refinanced debt are consistent with the above terms.  As such, the unpaid principal 
balance is disclosed in accordance with the current applicable 20-year amortization table with a balloon 
payment due after fiscal year 2026.  

(f)  Citizens Bank

The Agency has a mortgage note payable held by Citizens Bank in the original amount of $300,000.  The 
note is collateralized by the Agency’s accounts and equipment in Massachusetts.  The note is payable in 
monthly principal installments of $2,632 and bears interest at a fixed rate of 3.75%.  The unpaid principal 
and interest are due in May 2020.  As of June 30, 2015, the unpaid principal balance totaled $152,163.  

(g) Department of Housing and Community Development

The Agency has a non-interest bearing mortgage note payable to the Department of Housing and 
Community Development in the maximum amount of $550,000.  As of June 30, 2015, $530,162 was drawn 
down on the note.  The note is collateralized by a first mortgage on real estate located at 510 Hyde Park 
Avenue, Boston, MA.  All principal is due in November 2040, but may be extended in a thirty year 
increment by DHCD.  As of June 30, 2015, the unpaid principal balance totaled $530,162.

(h) City of Somerville

The Agency has a non-interest bearing mortgage note payable to the City of Somerville in the amount of 
$19,500.  The note is collateralized by a second mortgage on real estate located at 242 Highland Avenue, 
Somerville, MA.  All principal is due upon the sale, devise, transfer, assignment or other conveyance of the 
property.  As of June 30, 2015, the unpaid principal balance totaled $19,500.

(i) East Cambridge Savings Bank

The Agency has a mortgage note payable held by East Cambridge Savings Bank in the original amount of 
$1,040,000.  The note is collateralized by the real estate located at 242 Highland Avenue, Somerville, MA. 
The note is payable in monthly principal and interest installments of $5,903 and bears interest at a fixed rate 
of 4.75%.  The unpaid principal and interest are due in November 2020.  As of June 30, 2015, the unpaid 
principal balance totaled $337,706.

(j)  Maturities on Long-Term Debt

Maturities of long-term debt and sinking-fund installments are as follows:

2016 $ 647,004
2017 1,318,654
2018 790,097
2019 5,736,624
2020 665,470
Thereafter 11,906,438

Total $ 21,064,287

Interest expense on all debt amounted to $742,519 for the year ended June 30, 2015.
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(11) Operating Leases

(a)  As Lessor

The Agency leases parking spaces to another non-profit organization under a lease requiring fixed monthly 
payments.  The lease is accounted for as a non-cancelable operating lease that expires in 2018.  The
minimum annual rental income expected to be received from the non-cancelable lease agreement for the 
Agency is as follows:

2016 $ 41,665
2017 43,225
2018 44,785
2019 13,195

(b)  As Lessee

The Agency occupies programmatic facilities under non-cancelable, operating lease agreements with 
various expiration dates through 2020.  Several of these leases include escalation clauses.  In accordance 
with GAAP for Accounting for Leases, the Agency recognizes rental expense on a straight-line basis over 
the life of these leases.  The difference between rent recognized on a straight-line basis over actual rent 
payments is recorded as an accrued rent liability, which totaled $111,596 as of June 30, 2015.  Accrued rent 
liability is included in other liabilities on the statement of financial position.

The Agency entered into a lease, which expires in 2088, with the City of Boston to lease a downtown 
Boston facility.  The Agency also leases the area adjacent to the building.  That lease expires in 2020.  The 
City of Boston restricts the use of the facility to a charitable purpose.  The Agency is responsible for the 
repair to the structure, utilities and insurance.

The Agency is also liable for certain real estate tax increases and operating cost adjustments under their 
office lease terms.  In addition, the Agency leases equipment and vehicles for up to a five-year period.

Rental expense on property, equipment and vehicles for the year ended June 30, 2015 was as follows:

Property $ 4,109,343
Equipment 156,080
Motor vehicles 283,509

Total $ 4,548,932

The five year minimum annual operating non-cancelable lease commitments on property, equipment and 
motor vehicles for the Agency are as follows:

2016 $ 1,592,142
2017 1,063,675
2018 643,843
2019 289,966
2020 68,634
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(12) Employee Benefits

(a)  Employee Split Dollar Life Insurance

The Agency has established a non-qualified employee benefit plan for employees who in prior years have 
completed 10 consecutive years of service.  Additionally, members of the managerial staff may be eligible 
at the Board of Director’s discretion.  The plan is funded through split-dollar life insurance policies while 
the employee is employed with the Agency.  Under this arrangement, the employee assigns their life 
insurance policy to the Agency as collateral for premiums paid on behalf of the employee.  This assignment 
allows the Agency the ability to obtain its share of premiums paid that is recovered at mortality of the 
employee or the lessor of premiums paid or the cash surrender value at termination of the policy by the 
insured.  If the employee is terminated the Agency discontinues the premium payments, at which time the 
employee can: continue to make premium payments, utilize dividends on the cash surrender value if the 
policy has enough value to make required premium payments or cash out the policy taking the excess of the 
policy value exceeding the aggregate premiums paid by the Agency.

During the year ended June 30, 2015, the Agency made premium payments on the employees’ life insurance 
policies totaling $543,469.  No premiums paid into the life insurance plans were surrendered in the fiscal 
year.  The Agency’s split dollar life insurance policies are valued at the discounted values of premium 
recovery amounts.  The Agency incurred $193,858 in losses in the current year related to this valuation 
which are included in other increases (decreases) on the accompanying statement of activities.  As of June 
30, 2015, the Agency’s recoverable portion represents the net discounted value of the policies under the 
employee split dollar life insurance plan and amounted to $3,272,144 and is included in other assets on the 
statement of financial position.  

The plan was discontinued to new employees who were not participants as of June 30, 2005 with the 
exception of members of the managerial staff which can enter the plan at the Board of Director’s discretion. 
Employees are eligible to participate in the 403(b) plan according to the terms and conditions of that plan.  
See Note 12b.

(b) Defined Contribution Plans

The Agency has a defined contribution plan that qualifies as a tax-sheltered account under Section 403(b) of 
the IRC which is eligible to all employees.  Under the retirement plan, all employees can invest pre-tax 
dollars.  The employees are not taxed on contributions or earnings until they receive distributions from the 
account.  After two years of employment, employees are eligible for the Agency’s matching contribution 
which is 50% of the first $40 the employee contributes per week.  For employees with five or more years of 
service, employees are eligible to receive an additional 25% matching contribution on the second $40 that 
the employee contributes per week.  Contributions made by the Agency for the year ended June 30, 2015
amounted to $955,839, of which $171,773 is included in accrued expenses on the statement of financial 
position as of June 30, 2015.

Previously, in the tenth year of employment for employees who worked more than 1,000 hours per year, the 
Agency also contributed 2.5% - 10% of the employee’s salary based on length of service to a 401(a) defined
contribution plan.  Effective July 1, 2010, this 401(a) plan was frozen and the additional contributions are 
now being made to the Agency’s 403(b) plan. 
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(12) Employee Benefits - continued

(b) Defined Contribution Plans - continued

Effective January 1, 2014, the Agency also adopted a nonqualified deferred compensation plan under 
Section 457(b) of the IRC that permits eligible managerial staff as defined in the plan to accumulate 
additional tax-deferred retirement savings.  The plan is limited to employer contributions following two full 
years of service.  The Agency will contribute 5% - 10% of the employee’s salary based on length of service. 
Contribution amounts will be reduced by any discretionary employer contributions made to the Agency’s 
403(b) plan.  During the year ended June 30, 2015, payments to the plan amounted to $55,148.  As of June 
30, 2015, assets held on behalf of fund participants by the Agency were valued at $54,617.  The plan assets 
and the corresponding liability owed to the employees are included in other assets and other liabilities on 
the statement of financial position.

(13) Restricted Net Assets

Resources with donor-imposed stipulations that may or will be met, either by actions of the Agency and/or 
passage of time are classified as temporarily restricted net assets.  As of June 30, 2015, temporarily restricted net 
assets are restricted for the following purposes:

Program Division Nature of Restriction          Total

Senior Services Services for the elderly to assist in everyday living $ 74,980  

Early Intervention Services for severely handicapped children between the 
ages of 3 to 5 71,307

Center Club Employment, housing and education services for people 
with psychiatric disabilities 65,138

Emergency Shelter Emergency housing services 33,333

Development Fundraising   7,455

Social Recreation Social events and activities for people with disabilities     6,080

$ 258,293

Additionally, as of June 30, 2015, the Agency has $1,095 of permanently restricted net assets that are to be used 
to assist the Agency in forwarding its mission. 

(14) Related Party Transactions

(a)  Housing and Urban Development Projects

Bay Cove Group Homes I (HUD I), Bay Cove Group Homes II (HUD II), Bay Cove Group Homes III 
(HUD III), Bay Cove Moseley Group Homes, Inc. (Moseley), Bay Cove Hamilton Group Homes, Inc. 
(Hamilton) and Bay Cove Orchardfield Residence, Inc. (Orchardfield) are affiliated nonprofit corporations 
with a common board of directors.  These corporations operate nine housing complexes that provide 
affordable housing to clients receiving clinical services under the Agency’s Mental Health and Mental 
Retardation programs.  The housing complexes are subsidized by the U.S. Department of Housing and 
Urban Development (HUD).  These entities are not consolidated in the financial statements because HUD 
exercises financial and operational control over the projects.  The Agency is reimbursed by these related 
parties for certain shared payroll and operating expenses, including salaries and wages, payroll taxes, health 
insurance, workman’s compensation, property insurance, maintenance costs and offsets for fixed asset 
purchases.  In addition, the Agency earned management fees from each of the HUD entities.  Management 
has estimated that the related party receivables created from expenditures not reimbursed at year end are 
current and they are included, net of any allowances, in other accounts receivable on the statement of 
financial position. 
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(14) Related Party Transactions

(a)  Housing and Urban Development Projects - continued

The following schedule summarizes the reimbursed costs, management fee and the outstanding receivable 
due from the related entities:

Reimbursed Costs

Salary & 
Fringe Insurance

Management 
Fee

Due From 
Related Party

HUD I $ 66,602 $ 14,916 $ 12,550 $ 6,595

HUD II 24,807 3,664 3,915 2,087

HUD III 25,761 5,298 6,387 4,547

Moseley 9,380 1,688 3,814 1,139

Hamilton 19,208 3,230 5,760 6,910

Orchardfield 6,372 1,731 1,920 553

$ 152,130 $ 30,527   $ 34,346 $ 21,831

The following financial information as of and for the year ended June 30, 2015 has been summarized from 
the audited financial statements of the related HUD projects:

HUD I HUD II HUD III Moseley Hamilton Orchardfield

Total Assets $ 1,066,525
    

$
    

342,056   $ 
     

587,629   $ 
    

234,701 $ 487,716 $ 383,976

Total Liabilities 682,121 198,337 410,527 61,390 134,925 138,478

Net Assets 384,404 143,719 177,102
    

173,311 352,791 245,498

Total Revenue 500,265 157,623 202,524 70,510 108,918 42,042

Total Expenses 396,258 138,160 177,624 77,287 153,084 57,500

Change in Net Assets $ 104,007 $ 19,463 $ 24,900 $ (6,777) $ (44,166) $ (15,458)

(b)  Other Related Parties

A board member is a senior vice-president of TD Bank.  TD Bank is the holder of seven notes payable (see 
Note 10d) for the Agency.  The board member has no involvement with any Agency transactions in his 
official capacities at the bank.  

Another board member is a senior vice-president of Citizens Bank.  Citizens Bank is the holder of cash 
funds for the Agency’s operating and payroll accounts, two lines of credit (see Note 9a) as well as a note 
payable (see Note 10f).  Additionally, Citizens Bank is the trustee for three loans (see Note 10a).  The board
member has no involvement with any Agency transactions in his official capacities at the bank.

The Agency received $146,548 in contributions from members of its Board of Directors during the year 
ended June 30, 2015.
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(15) Current Vulnerability Due to Certain Concentrations 

The majority of the Agency’s activities and revenues are a result of contracts with the Commonwealth of 
Massachusetts.  The Agency’s operations are concentrated in the social service provider field.  As such, the 
Agency operates in a heavily regulated environment.

The operations of the Agency are subject to administrative directives, rules and regulations of federal, state and 
local regulatory agencies, including, but not limited to the following:

United States Department of:
Health and Human Services
Housing and Urban Development
Education
Agriculture
Labor

Massachusetts Department of:
Public Health
Education
Developmental Services
Mental Health
Housing and Community Development
Social Services

Massachusetts Rehabilitation Commission
Massachusetts Executive Office of Elder Affairs
Massachusetts Operational Services Division
City of Boston, Massachusetts

Such administrative directives, rules and regulations are subject to change by an act of Congress, act of the 
state legislature or an administrative change mandated by, the United States Departments or Commonwealth of 
Massachusetts Departments listed above.   Such changes may occur with little notice or inadequate funding to 
pay for the related cost, including the additional administrative burden, to comply with a change.  Additionally, 
contractual funding may decrease or be withdrawn with little notice.

(16) Commitments and Contingencies

The Agency receives a portion of its funding from government agencies under cost reimbursement programs.  
The ultimate determination of amounts received under these programs generally is based upon allowable costs 
reported to and audited by the government.  Until such audits have been completed, if any, and final settlement 
reached, there exists a contingency to refund any amount received in excess of allowable costs.  Management is 
of the opinion that no material liability will result from such audits.

The Agency has entered into a Housing Payment Agreement with the City of Boston Department of 
Neighborhood Development and The Neighborhood Housing Trust dated November 30, 2009.  Under this 
Agreement the Agency was awarded $576,229 from The Neighborhood Housing Trust to pay costs to construct 
a housing complex of twelve units located in Boston, Massachusetts.  The award is not required to be repaid so 
long as the housing remains available to eligible, low income households for a period of 15 years or the 
Agency utilizes the housing for eligible households consistent with the intent of the Agreement.  Failure to 
meet those requirements will result in an actual liability owed to The Neighborhood Housing Trust for the 
entire award.  The Agency has the policy of recording the award as an unrestricted contribution, since the terms 
and conditions of the award are no more restrictive than the mission and purpose of the Agency.
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(16) Commitments and Contingencies - continued

The Company is involved in legal actions arising in the normal course of business.  In the opinion of 
management, such matters will not have a material effect upon the financial position of the Company.

(17) Schedule of Federal Awards

Determination of federal major programs was made using a risk based approach.  For the fiscal year ended 
June 30, 2015, the Agency qualified as a low-risk auditee.  The major programs tested are disclosed in the 
schedule of findings and questioned costs, summary of auditors’ results.

(18) Donated Services (Unaudited)

Many volunteers donated significant amounts of their time under the Agency’s senior services nutrition 
program. The Agency has estimated the value of these services to be $139,178 for the year ended June 30, 
2015.  In accordance with GAAP, the estimated value of these services has not been included in the 
accompanying financial statements.

(19) Supplemental Data for Noncash Investing and Financing Activities

Upon the consolidation of CASPAR (see Note 2), CASPAR’s assets of $3,248,995 and liabilities of $1,055,695 
were consolidated into Bay Cove along with the net assets of CASPAR totaling $2,193,300.  All of this activity 
was noncash with the exception of $815,553 of cash and cash equivalents acquired.  Additionally, upon this 
consolidation, CASPAR’s fixed assets were brought up to fair market value resulting in noncash fixed asset 
additions and a noncash gain of $3,955,226.

During the year ended June 30, 2015, the Agency entered into two new debt agreements with MassDevelopment 
in the cumulative amount of $4,721,047.  Funds from these agreements were used directly to pay off $2,889,206 
of existing debt (see Note 10a), $114,626 was used to pay for financing fees and $826,505 was used to pay for 
fixed asset additions.  Remaining funds were deposited into the Agency’s bank accounts.

During the year ended June 30, 2015, the Agency assumed a CEDAC loan in the amount of $134,580 as well as 
the corresponding fixed asset. 

During the year ended June 30, 2015, the bridge connecting Quincy, MA to Long Island off of Boston, MA was 
condemned and destroyed which resulted in the only land connection to Long Island being severed.  Due to this, 
one of the Agency’s programs that was operating on Long Island had to be relocated and the fixed assets of the 
Agency located on Long Island became unusable.  During the year ended June 30, 2015, the Agency wrote off 
these fixed assets resulting in a $385,073 impairment loss.  This loss is included in other increases (decreases) 
on the statement of activities.  Fixed assets impaired totaled $547,923 with accumulated amortization of 
$162,850.







BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Schedule of Findings and Questioned Costs

June 30, 2015

(1) Summary of Auditors’ Results

Financial Statements:

Type of Auditors’ Report Issued: Unqualified

Internal Control over Financial Reporting:

Material Weakness(es) Identified?       Yes     x  no

Significant Deficiency(ies) Identified?       Yes     x    none reported

Noncompliance Material to Financial Statements Noted?         Yes    x    no

Federal Awards:

Internal Control over Major Programs:

Material Weakness(es) Identified?       Yes   x   no

Significant Deficiency(ies) Identified?      Yes    x   none reported

Type of Auditors’ Report Issued on Compliance:

for Major Programs: Unqualified

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 Programs:

CFDA Number(s) Name of Federal Program or Cluster

93.044 and 93.045 Special Programs for the Aging - Title III, Part B and C Nutrition 
Services (cluster)

93.959 Block Grants for Prevention and Treatment of Substance Abuse 

Dollar Threshold Used to Distinguish

Between Type A and Type B Programs: $ 300,000

Auditee Qualified as Low-Risk Auditee?     x    Yes           no





                                                                                    

                                                                                                                

Independent Auditors’ Report on
Schedule of Expenditures of Federal Awards

To the Board of Directors of
Bay Cove Human Services, Inc. and Affiliates

We have audited the financial statements of Bay Cove Human Services, Inc. (a nonprofit organization) 
and Affiliates (the Agency), as of and for the year ended June 30, 2015, and have issued our report 
thereon dated November 12, 2015, which contained an unmodified opinion on those financial statements.  
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 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 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 t o the financial statements 
themselves, and other additional procedures in accordance 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.

November 12, 2015



Federal Grantor / Federal Passed-through FY 15

Pass-through Grantor / CFDA Grantor's Federal

Program Title Number Number Expenditures

Major Programs:

Department of Health and Human Services

Passed Through Commonwealth of Massachusetts

Department of Public Health INTF2303MM3900617053 $ 58,956                   

Department of Public Health INTF2348MM3300221029 222,113                 

Department of Public Health SCDPH231853620190000 22,097                   

Department of Public Health INTF2304MM3810412160 46,500                   

Department of Public Health SCDPH230153580830000 9,300                     

Department of Public Health INTF2354MM3901115014 100,000                 

Department of Public Health 230453990890000 83,431                   

Department of Public Health 230453990870000 34,958                   

Department of Public Health RRSMM30000039 13,221                   

Department of Public Health 2304MM3601514140 52,179                   

Block Grants for Prevention and Treatment of Substance Abuse 93.959 642,755                 

Passed Through Commonwealth of Massachusetts

Executive Office of Elder Affairs

via City of Boston 34126 274,604                 

via City of Boston 34126 577,521                 

Special Programs for the Aging - Title 111 Part C Nutrition Services 93.045 852,125                 

Passed Through Cities of Somerville and Cambridge

Executive Office of Elder Affairs

via Somerville Cambridge Elder Services NA 1,986                     

via Somerville Cambridge Elder Services NA 5,667                     

Special Programs for the Aging - Title 111 Part C Nutrition Services 93.045 7,653                     

Passed Through Commonwealth of Massachusetts

Executive Office of Elder Affairs

via City of Boston Elder Commission 34121 57,287                   

via City of Boston Elder Commission 34121 74,967                   

Special Programs for the Aging Title III, Part B Grants for Supportive Services and Senior Centers 93.044 132,254                 

Passed Through Cities of Somerville and Cambridge

via Somerville Cambridge Elder Services NA 1,000                     

via Somerville Cambridge Elder Services NA 2,820                     

Special Programs for the Aging Title III, Part B Grants for Supportive Services and Senior Centers 93.044 3,820                     

Total Cluster 93.044 / 93.045 995,852                 

Total Major Programs $ 1,638,607              

BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2015

See independent auditors' report.



Federal Grantor / Federal Passed-through FY 15

Pass-through Grantor / CFDA Grantor's Federal

Program Title Number Number Expenditures

BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2015

Non Major Programs:

Department of Housing and Urban Development

Passed Through City of Boston

Department of Neighborhood Development

Via Massachusetts Housing & Shelter Alliance 36966-13

Via Homestart, Inc. 15,174                   

Via Homestart, Inc. 3,031                     

Supportive Housing Program 14.235 18,205                   

Passed Through Commonwealth of Massachusetts

Department of Mental Health

Supportive Housing Program 14.235 SCDMH631001061130000 133,637                 

133,637                 

Total 14.235 $ 151,842                 

Passed Through City of Boston

Department of Neighborhood Development C-37755-14 72,859                   

Department of Neighborhood Development C-39665-15 357,076                 

Via Boston Rescue Mission SUB C-37707-14 4,090                     

Via Boston Rescue Mission SUB C-39657-15 9,977                     

Via Massachusetts Housing & Shelter Alliance 38908-14 58,425                   

Via Massachusetts Housing & Shelter Alliance 38908-14 18,682                   

Department of Neighborhood Development C-39952-15 56,451                   

Department of Neighborhood Development C-40533-15 17,788                   

Continuum of Care Program 14.267 595,348                 

Passed Through City of Cambridge

Department of Human Services

Supportive Housing Program SHP 2014-59 49,589                   

Supportive Housing Program SHP 2012-58 / COC-2015-58 139,613                 

Continuum of Care Program 14.267 189,202                 

Direct Program

Supportive Housing Program MA0267L1T171306 153,666                 

Continuum of Care MA0268L1T171205 26,726                   

Continuum of Care MA0268L1T171205 16,408                   

Continuum of Care Program 14.267 196,800                 

Total 14.267 981,350                 

Passed Through City of Boston

Department of Neighborhood Development 36585

Department of Neighborhood Development 39972 26,400                   

Department of Neighborhood Development C-37790-14 151,281                 

Community Development Block Grants/ Entitlement Grants 14.218 177,681                 

Passed Through City of Cambridge CDBG-2015-01 18,000                   

Community Development Block Grants/ Entitlement Grants 14.218 18,000                   

Total 14.218 195,681                 

Passed Through City of Boston

Department of Neighborhood Development C-38434-14 35,951                   

Emergency Shelter Grants Program 14.231 35,951                   

Passed Through City of Somerville 20153366 26,500                   

Emergency Shelter Grants Program 14.231 26,500                   

Passed Through City of Cambridge ESG-2015-03 28,000                   

Passed Through City of Cambridge ESG-2015-02 9,284                     

Emergency Shelter Grants Program 14.231 37,284                   

Passed Through Commonwealth of Massachusetts

Department of Housing & Community Development CTOCD8000HF1416ESG36T0 55,018                   

Department of Housing & Community Development 230753870060000 87,588                   

Emergency Shelter Grants Program 14.231 142,606                 

Total 14.231 242,341                 

Total - Department of Housing and Urban Development $ 1,571,214              

See independent auditors' report.



Federal Grantor / Federal Passed-through FY 15

Pass-through Grantor / CFDA Grantor's Federal

Program Title Number Number Expenditures

BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2015

Department of Health and Human Services

Passed Through Commonwealth of Massachusetts

Department of Social Services INTF00000-006-13-19854 $ 8,073                     

Social Services Block Grant: Administration for Children & Families 93.667 8,073                     

Substance Abuse and Mental Health

Center for Substance Abuse Prevention 5H79SP015889-04

Center for Substance Abuse Prevention 5H79SP015889-05 25,567                   

Drug Free Communites Support Program 93.276 25,567                   

Passed Through Commonwealth of Massachusetts

Department of Public Health 6100BAYCOVEHUMANPPSP 44,385                   

Department of Public Health 2015PRIORPOPSUPPMA01 19,327                   

Child Care & Development Block Grant 93.575 63,712                   

Passed Through Commonwealth of Massachusetts

Department of Public Health 6100BAYCOVEHUMANPPSP 46,723                   

Department of Public Health 2015PRIORPOPSUPPMA01 20,345                   

Refugee and Entrance Assistance 93.596 67,068                   

Total Cluster 93.575 / 93.596 130,780                 

Passed Through Vinfen Corp.

Centers for Medicare/Medicaid Innovation - Health Innovation Challenge Grant SUB 1C1CMS330983-01-00 45,684                   

Health Care Innovation Challenge 93.610 45,684                   

Passed Through Cambridge Health Alliance 2,277                     

Aging Research 93.866 2,277                     

Total - Department of Health and Human Services 212,381                 

Department of Homeland Security

Passed Through Middlesex County Board 3,150                     

Emergency Food and Shelter National Board Program 97.024 3,150                     

Total - Department of Homeland Security 3,150                     

Department of Education
Passed Through Commonwealth of Massachusetts
Department of Public Health INTF3601MM3500624173 9,805                     

Department of Public Health INTF3601MM3001513103 14,508                   

Special Education - Grants for Infants and Families with Disabilities 84.181 24,313                   

Passed Through Commonwealth of Massachusetts

Massachusetts Rehabilitation Commission 0MRC00CIESSES0000000 1,925                     

Massachusetts Rehabilitation Commission 0MRC00CIESSOUTH00000 84,278                   
Rehabilitation Services - Vocational Rehabilitation Grant to States 84.126 86,203                   

Passed Through Commonwealth of Massachusetts

Massachusetts Rehabilitation Commission 0MRC00CIESSES0000000 802                        
Supported Employment Services for Individuals with Severe Disabilities 84.187 802                        

Total - Department of Education 111,318                 

Department of Labor

Passed Through Massachusetts Veterans Epidemiology Research and Information Center VA241-14-C-0056 22,425                   

Passed Through Massachusetts Veterans Epidemiology Research and Information Center V241-15-Q-0198 4,335                     

Disabled Veterans Outreach Program 17.801 26,760                   

Dept of Labor 1,150                     

Employment Services 17.207 1,150                     

Total Cluster 17.801 / 17.207 27,910                   

Passed Through Metro North Regional Employment Board BCA73/7409SP 13,096                   

WIA Youth Program 17.259 13,096                   

Total - Department of Labor $ 41,006                   

See independent auditors' report.



Federal Grantor / Federal Passed-through FY 15

Pass-through Grantor / CFDA Grantor's Federal

Program Title Number Number Expenditures

BAY COVE HUMAN SERVICES, INC. AND AFFILIATES

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2015

Department of Agriculture

Passed Through Department of Transitional Assistance

SNAP Ed Food Plan 10.561 CTWEL44003064KCSS001 102,874                 

102,874                 

Passed Through Umass

SNAP Ed Food Plan 10.561 249                        

249                        

Total 10.561 $ 103,123                 

Passed Through Commonwealth of Massachusetts

Department of Education SCDOE15758A70532117A 53,506                   

Department of Education SCDOE15758C70532117A 1,956                     

Department of Education SCDOE15758C70532117B 623                        

Department of Education SCDOE15758T70532117A 100,125                 

Department of Education SCDOE15758V70532117A 5,416                     

Child & Adult Care Food Program 10.558 161,626                 

Passed Through Commonwealth of Massachusetts

Executive Office of Elder Affairs 125,154                 

Commodity Supplemental Food Plan 10.565 125,154                 

Passed Through Commonwealth of Massachusetts

Executive Office of Elder Affairs 4,488                     

Senior Farmers Market Nutrition Program 10.576 4,488                     

Total - Department of Agriculture 394,391                 

Department of Veteran's Affairs

Passed Through VA Boston Healthcare System VA241-13-A-0074 66,987                   

Passed Through City of Boston 16,184                   

Veteran's State Adult Day Health Care 64.026 83,171                   

Passed Through City of Boston VA241-13-A-0074 627                        

Veteran's Medical Care Benefits 64.009 627                        

Total - Department of Veteran's Affairs 83,798                   

Total Non Major Programs 2,417,258              

Total Expenditures of Federal Awards $ 4,055,865              

Notes to the Schedule of Expenditures of Federal Awards

Note : Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Bay Cove Human Services, Inc. and Affiliates and is presented on the accrual basis.  The information 

in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations .  Therefore, some amounts presented in 

this schedule may differ from amounts presented in, or used in the preparation of the financial statements.

See independent auditors' report.




