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212-697-2299 FAX: 212-949-1768

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
American Friends of ALYN Hospital, Inc.

We have audited the accompanying financial statements of American Friends of ALYN
Hospital, Inc. (a nonprofit organization), which comprise the statements of financial
position as of December 31, 2022 and 2021, and the related statements of activities,
functional expenses and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of American Friends of ALYN Hospital, Inc. as of
December 31, 2022 and 2021, and the changes in its net assets and its cash flows for the
years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Our responsibilities under those standards are further described
in the Auditors’ Responsibilities for the Audit of the Financial Statements section of our
report. We are required to be independent of American Friends of ALYN Hospital, Inc. and
to meet our other ethical responsibilities in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United
States of America, and for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about
American Friends of ALYN Hospital, Inc.'s ability to continue as a going concern within
one year after the date that the financial statements are available to be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the
audit.

o Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of American Friends of ALYN Hospital, Inc.'s
internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the

aggregate, that raise substantial doubt about American Friends of ALYN Hospital, Inc.'s
ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal

control related matters that we identified during the audit.
z/d] %
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New York, New York
August 23, 2023



AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2022 AND 2021

2022 2021
Assets
Cash and cash equivalents (Notes 1b and 10) $ 317,802 $ 278,388
Unconditional promises to give - without donor restrictions (Note 1e) 65,954 101,067
Accounts receivable 9,344 -
Prepaid expenses and other assets 42,418 20,330
Investments (Notes 1c, 1d and 5) 3,990,873 4,887,056
Operating lease right-of-use asset (Notes 1g and 1n) 237,401 -
Website costs and leasehold improvements (Notes 1j and 6) 5,479 9,375
Security deposit 29,231 29,231
Beneficial interest in remainder trust (Notes 1d and 7) 280,849 351,447
Total Assets $4,979,351 $5,676,894
Liabilities and Net Assets
Liabilities
Accounts payable and accrued expenses $ 36,116 $ 39,181
Operating lease liability (Notes 1g, 1n and 9) 230,106 -
Refundable advance (Note 8) 186,150 186,150
Total Liabilities 452,372 225,331
Commitment (Note 11)
Net Assets
Without donor restrictions 255,257 199,185
With donor restrictions (Notes 3 and 4) 4,271,722 5,252,378
Total Net Assets 4,526,979 5,451,563
Total Liabilities and Net Assets $4,979,351 $5,676,894

See notes to financial statements.




AMERICAN FRIENDS OF ALYN HOSPITAL, INC.

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2022 AND 2021

Changes in Net Assets Without Donor Restrictions
Revenue and Support
Contributions (Note 1e)
Loan forgiveness - Paycheck Protection Program
Net investment income (Notes 1c and 5)
Net assets released from restrictions
Satisfaction of time and program restrictions
Miscellaneous income

Total Revenue and Support

Expenses
Program Services
Supporting Services
Management and general
Fundraising
Total Supporting Services

Total Expenses

Increase in Net Assets Without Donor Restrictions

Changes in Net Assets With Donor Restrictions
Change in value of beneficial interest in remainder trust
(Notes 1d and 7)
Net investment income (loss) (Notes 1c and 5)
Net assets released from restrictions

Decrease in Net Assets With Donor Restrictions

Increase (decrease) in net assets
Net assets, beginning of year

Net Assets, End of Year

See notes to financial statements.

2022 2021
$4,349,671 $4,150,959
- 94,770
47,000 570,642
66,431 82,882
9,091 -

4,472,193 4,899,253
3,677,365 3,982,175
404,831 354,216
333,925 337,649
738,756 691,865
4,416,121 4,674,040
56,072 225,213
(55,098) 35,606
(859,127) 37,056
(66,431) (82,882)
(980,656) (10,220)
(924,584) 214,993
5,451,563 5,236,570
$4,526,979 $5,451,563




Grants to ALYN

Salaries, payroll taxes and benefits
Professional fees

Advertising and marketing

Occupancy

Office expenses
Educational materials
Event expenses

Computer expenses
Website expenses
Insurance

Travel

Equipment leasing and maintenance
On-line fundraising fees

Board activities

Miscellaneous

Amortization

Total Expenses

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Supporting Services Supporting Services

Program Management Total Program Management Total
Services and General Fundraising Total Expenses Services and General Fundraising Total Expenses
$3,430,254 $ - $ - $ - $3,430,254 $3,703,996 $ - $ - $ - $3,703,996
149,720 193,591 126,146 319,737 469,457 153,293 185,071 118,742 303,813 457,106
- 41,993 82,213 124,206 124,206 - 44,465 52,880 97,345 97,345
42,613 - 40,182 40,182 82,795 42,071 - 15,308 15,308 57,379
24,724 31,677 20,861 52,538 77,262 27,784 34,519 21,890 56,409 84,193
16,543 21,196 13,958 35,154 51,697 20,766 25,801 16,361 42,162 62,928

9,239 - 9,239 9,239 18,478 - - - - -
1,970 - 5,906 5,906 7,876 31,858 - 95,575 95,575 127,433
- 32,638 - 32,638 32,638 - 23,409 - 23,409 23,409
- 33,477 33,478 66,955 66,955 - 10,138 10,138 20,276 20,276
- 12,800 - 12,800 12,800 - 10,637 - 10,637 10,637
- 29,926 - 29,926 29,926 - 10,921 - 10,921 10,921
- 3,367 - 3,367 3,367 - 4,222 - 4,222 4,222
- - - - - - - 4,858 4,858 4,858
- 16 - 16 16 - 72 - 72 72
- 1,200 - 1,200 1,200 - 1,970 - 1,970 1,970
2,302 2,950 1,942 4,892 7,194 2,407 2,991 1,897 4,888 7,295
$3,677,365 $ 404,831 $ 333,925 $738,756 $4,416,121 $3,982,175 $ 354,216 $ 337,649 $691,865 $4,674,040

See notes to financial statements.



AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Cash Flows From Operating Activities
Increase (decrease) in net assets $ (924,584) $ 214,993
Adjustments to reconcile increase (decrease) in net assets
to net cash provided (used) by operating activities:
Non-cash operating lease expense 66,262 -
Loan forgiveness - Paycheck Protection Program - (94,770)
Amortization 7,194 7,295
Change in value of beneficial interests in remainder trusts 55,098 (35,606)
Realized gain on sales of investments (300,420) (83,358)
Unrealized (gain) loss on investments 1,185,566 (424,930)
(Increase) decrease in:
Unconditional promises to give 35,113 (27,586)
Accounts receivable (9,344) -
Prepaid expenses and other assets (22,088) 5,281
Distributions from beneficial interest in remainder trust 15,500 13,875
Increase (decrease) in:
Accounts payable and accrued expenses (3,065) (192,091)
Operating lease liability (73,557) -
Refundable advance - 186,150
Net Cash Provided (Used) By Operating Activities 31,675 (430,747)
Cash Flows From Investing Activities
Acquisition of website costs and leasehold improvements (3,298) -
Purchase of investments (1,458,856) (1,061,288)
Proceeds from sale of investments 1,469,893 1,615,402
Net Cash Provided By Investing Activities 7,739 554,114
Net increase in cash and cash equivalents 39,414 123,367
Cash and cash equivalents, beginning of year 278,388 155,021
Cash and Cash Equivalents, End of Year $ 317,802 $ 278,388
Supplemental disclosure of non-cash investing activities:
Operating lease right-of-use asset obtained in exchange for
lease liability $ 303,663 $ -

See notes to financial statements.




Note 1 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Organization and Summary of Significant Accounting Policies

a-

Organization
American Friends of ALYN Hospital, Inc. (“AFAH”) is a not-for-profit organization

that exists solely to educate Americans about and provide support to The ALYN-
Woldenberg Family Hospital/Pediatric and Adolescent Rehabilitation Center
(“ALYN”), Jerusalem, Israel. ALYN, Israel’'s only rehabilitation center for physically
handicapped children and adolescents, provides all of the medical and paramedical
services necessary for successful rehabilitation in one facility. The financial
statements include the accounts of its New York headquarters and its affiliated
United States Chapters. Grants to ALYN are made at the discretion of the AFAH
Board of Directors.

Cash and Cash Equivalents

For purposes of the statements of cash flows, AFAH considers all highly liquid
instruments, purchased with a maturity of three months or less, to be cash
equivalents, except for short-term investments being managed within the
investment account.

Investments

AFAH reflects investments at fair value in the statements of financial position.
Unrealized gains and losses on investments are reflected in the statements of
activities as increases and decreases in net assets without donor restrictions unless
their use is restricted by explicit donor stipulations or by law. Investment income
that is limited to specific uses by donor-imposed restrictions are reported as
increases in net assets without donor restrictions if the restrictions are met in the
same fiscal year in which the gains and income are recognized.

Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset in an
orderly transaction between market participants at the measurement date. Fair
value is a market-based measurement, not an entity-based measurement.
Generally accepted accounting principles establish a framework for measuring fair
value which maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are those the market participants would use in pricing
the asset based on market data obtained from sources independent of AFAH.
Unobservable inputs reflect AFAH’s assumptions about the inputs market
participants would use in pricing the asset developed based on the best information
available in the circumstances. Fair value measurements are categorized into three
levels as follows:

Level 1 Inputs that reflect unadjusted quoted prices in active markets for
identical assets or liabilities that AFAH has the ability to access at the
measurement date.



AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

d - Fair Value Measurements (continued)

Level 2 Inputs other than quoted prices included in Level 1 that are observable
for the asset or liability either directly or indirectly, including inputs in
markets that are not considered to be active.

Level 3 Inputs that are unobservable.

A financial instrument's level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement.

The following provides information on the fair value of the AFAH's assets by level
within the fair value hierarchy as of December 31:

2022
Fair
Value Level 1 Level 2 Level 3
Investments
Mutual funds, equity and fixed income  $3,989,889 $3,989,889 $ - $ -
State of Israel bond 984 984 - -
Beneficial interest in remainder trust 280,849 - - 280,849
Total Investments $4.271,722 $3.990873 $ - $280,849
2021
Fair
Value Level 1 Level 2 Level 3
Investments
Mutual funds, equity and fixed income  $4,886,101 $4,886,101 $ - $ -
State of Israel bond 955 955 - -
Beneficial interest in remainder trust 351,447 - - 351,447
Total Investments $5,238,503 $4,887.056 $ - $351,447

The following summarizes the changes in fair value of AFAH’s Level 3 assets for
the years ended December 31:

2022 2021
Balance, beginning of year $351,447 $329,716
Distribution of beneficial interest in remainder trust (15,500) (13,875)
Increase (decrease) in value of beneficial interest in
remainder trust (55,098) 35,606

Balance, End of Year $280,849 $351.447



Note 1 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Organization and Summary of Significant Accounting Policies (continued)

d-

Fair Value Measurements (continued)

Fair value for the beneficial interests in remainder trusts are determined by
calculating the present value of the future distributions expected to be received,
using a discount rate.

Contributions and Unconditional Promises to Give

Contributions are recognized when the donor makes a promise to give to AFAH,
that is, in substance, unconditional. Conditional promises to give, that have a
measurable performance or other barrier and a right of return, are not recognized
until the conditions on which they depend have been met.

Contributions that are restricted by the donor are reported as increases in net
assets without donor restrictions if the restrictions expire in the fiscal year in which
the contributions are recognized. All other donor restricted contributions are
reported as increases in net assets with donor restrictions depending on the nature
of the restrictions. When a restriction expires, net assets with donor restrictions are
reclassified to net assets without donor restrictions.

AFAH uses the allowance method to determine uncollectible promises to give. The
allowance, if any, is based on prior years’ experience and management’s analysis
of specific promises made. Promises to give are due within one year.

Grants Payable to ALYN
Grants are accrued at the time authorized.

Operating Lease Right-of-Use Asset and Operating Lease Liability

For leases with an initial term greater than twelve months, AFAH’s operating lease
liability is initially recorded at the present value of the unpaid lease payments as of
January 1, 2022. AFAH’s operating lease right-of-use asset is initially recorded at
the carrying amount of the lease liability adjusted for initial direct costs, accruals,
deferred rent liability and lease incentives, if any. Operating lease cost is
recognized on a straight-line basis over the lease term.

For 2021, AFAH recorded rent expense when payments were made.

Financial Statement Presentation
The financial statements of AFAH have been prepared in accordance with
accounting principles generally accepted in the United States, which require AFAH
to report information regarding its financial position and activities according to the
following net asset classifications:

Net Assets Without Donor Restrictions

Net assets that are not subject to donor-imposed restrictions and may be
expended for any purpose in performing the primary objectives of AFAH. These
net assets may be used at the discretion of AFAH’s management and Board of
Directors.




Note 1 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Organization and Summary of Significant Accounting Policies (continued)

j-

k -

m -

Net Assets With Donor Restrictions

Net assets subject to stipulations imposed by donors and grantors. Some donor
restrictions are temporary in nature; those restrictions will be met by actions of
AFAH or the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has stipulated the funds be maintained in perpetuity.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

Website Costs and Leasehold Improvements
Website costs and leasehold improvements are capitalized and are being amortized
using the straight-line method over the estimated useful life of the asset.

Tax Status

American Friends of ALYN Hospital, Inc. is a not-for-profit organization exempt from
federal income taxes under Section 501(c)(3) of the Internal Revenue Code and
has been designated as an organization which is not a private foundation.

Subsequent Events
AFAH has evaluated subsequent events through August 23, 2023, the date that the
financial statements are considered available to be issued.

Functional Allocation of Expenses

The financial statements report certain categories of expenses that are attributable
to program or supporting functions. Expenses are applied directly to program where
applicable or allocated on a reasonable and consistent basis. A substantial portion
of AFAH’s expenses are directly related to program activities. The expenses that
are allocated include office expenses, salaries, payroll taxes and employee benefits
which are allocated based on employee time and effort.

n - New Accounting Standard

During 2022, AFAH adopted ASU 2016-02, Leases (Topic 842). The core principles
of ASU 2016-02 (the “ASU”) change the way organizations account for their leases
by recognizing lease assets and related liabilities on the statement of financial
position for all leases with terms longer than twelve months and disclosing key
information about leasing arrangements. As such, results for 2022 are presented
under Topic 842, while results for 2021 continue to be reported in accordance with
historical accounting practices. The adoption of the ASU did not have a significant
impact on AFAH’s net assets as of January 1, 2022.

10



Note 1 -

Note 2 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Organization and Summary of Significant Accounting Policies (continued)

n - New Accounting Standard (continued)

As part of the adoption of the ASU, AFAH elected to apply the modified
retrospective transition approach as of the date of initial application without
restating comparative period financial statements, to use a risk-free rate, equal to
the five-year Treasury Bill rate for the discount of the operating lease and to apply
the practical expedients which allows the Organization to not reassess (i) whether
any expired or existing contracts are leases or contain leases (ii) the lease
classification for any expired or existing leases (iii) initial direct costs for any existing
leases.

Information Regarding Liquidity and Availability

AFAH operates with a balanced budget for each fiscal year based on the revenues
expected to be available to fund anticipated expenses. A substantial portion of annual
revenue is comprised of contribution revenue raised during the current year, and
revenue from other sources earned during the year. AFAH considers general
expenditures to consist of all expenses related to its ongoing program activities, and the
expenses related to general and administrative and fundraising activities undertaken to
support those services.

AFAH regularly monitors liquidity to meet its operating needs and other commitments
and obligations, while seeking to maximize the investment of its available funds.
Management prepares regular cash flow projections to determine liquidity needs, and
has a policy to maintain liquid financial assets on an ongoing basis sufficient to cover
ninety days of general expenditures. Financial assets in excess of daily cash
requirements are invested in money market funds and other short-term investments.

11
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AMERICAN FRIENDS OF ALYN HOSPITAL, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Note 2 - Information Regarding Liquidity and Availability

AFAH’s financial assets as of December 31, 2022 and 2021 available to meet cash
needs for general expenditures within one year are summarized as follows:

2022 2021
Financial Assets at Year End:
Cash and cash equivalents $ 317,802 $ 278,388
Unconditional promises to give 65,954 101,067
Accounts receivable 9,344 -
Investments 3,990,873 4,887,056
Total Financial Assets 4,383,973 5,266,511
Less: Amounts not Available to be Used within One Year:
Net assets with donor restrictions for endowment, subject
to spending policy and appropriation (3,990,873) (4,887,056)
Financial Assets Available to Meet General Expenditures
within One Year $ 393,100 $ 379,455

Note 3 - Restrictions on Assets

a - Net Assets With Donor Restrictions
Net assets with donor restrictions are restricted for the following purposes or

periods:
2022 2021
Operating
Subject to passage of time $ 280,849 $ 365,322
Endowments:
Accumulated investment income above (below)
original gift amount (859,127) 37,056
Investment in perpetuity 4,850,000 4,850,000
Total Endowments 3,990,873 4,887,056

Total Net Assets With Donor Restrictions $4.271,722 $5,252,378



Note 3 -

Note 4 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Restrictions on Assets (continued)

b - Net Assets With Donor Restrictions - Subject to Passage of Time
Net assets with donor restrictions subject to expenditure for passage of time consist
of beneficial interests in remainder trusts at December 31, 2022 and 2021.

c - Net Assets With Donor Restrictions - Perpetual in Nature
Net assets with donor restrictions - perpetual in nature represent an endowment
from The Woldenberg Foundation and in accordance with donor restrictions is
required to be maintained in perpetuity.

Endowment Fund

AFAH’s restricted endowment was funded by a contribution from The Woldenberg
Foundation. As required by generally accepted accounting principles, net assets
associated with endowment funds are classified and reported based on the existence
or absence of donor-imposed restrictions.

Consistent with New York State Not-for-Profit Corporation Law and the New York
Prudent Management of Institutional Funds Act (“NYPMIFA”), AFAH classifies as net
assets with donor restrictions, perpetual in nature, (a) the original value of gifts donated
to the endowment, (b) the original value of subsequent gifts to the endowment and (c)
accumulations to the endowment made in accordance with the direction of any
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in net
assets with donor restrictions perpetual in nature is classified as net assets with donor
restrictions subject to the passage of time or purpose until those amounts are
appropriated for expenditure by AFAH.

AFAH has a policy of appropriating for distribution each year an amount equal to the
investment earnings and realized and unrealized gains and losses earned on its
invested funds.

The fair value of assets associated with individual donor restricted endowment funds
may fall below the level required to be retained as a fund of perpetual duration. AFAH
has made transfers to operations in excess of the original terms of the endowment.

13



AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Note 4 - Endowment Funds (continued)

As of December 31, AFAH's invested endowment fund composition, by type of fund
and net asset classification, are summarized as follows:

With Donor Restrictions
Investment
Income (Loss)
Above (Below)

Original Gift Investment
Amount in Perpetuity Total
Donor-restricted endowment fund, 2022 $(859,127) $4.850,000 $3,990,873
Donor-restricted endowment fund, 2021 $ 37,056 $4,850,000 $4.887,056

Changes in the AFAH's endowment fund for the years ended December 31 are
summarized as follows:

2022
Investment
Income (Loss)
Above (Below)
Original Gift Investment
Amount in Perpetuity Total
Endowment funds, beginning of year $ 37,056 $4,850,000 $4,887,056
Investment loss:
Net investment loss (812,127) - (812,127)
Appropriations for use in operations (84,056) - (84,056)
Endowment Funds, End of Year $(859,127) $4.850,000 $3.990.873
2021
Investment
Income Above
Original Investment
Gift Amount in Perpetuity Total
Endowment funds, beginning of year $ 82,882 $4,850,000 $4,932,882
Investment Return:
Net investment income 607,698 - 607,698
Appropriations for use in operations (653,524) - (653,524)

Endowment Funds, End of Year $ 37,056 $4,850,000 $4.887.056



Note 4 -

Note 5 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Endowment Funds (continued)

AFAH has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding for programs supported by its
endowment, while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that AFAH must hold
in perpetuity, or for a donor-specified period. Under this policy, as approved by the
Board of Directors, the endowment assets are invested in a manner that is intended to
produce results that exceed the AFAH's spending policy while assuming a moderate
level of investment risk. AFAH expects its endowment funds, over time, to provide an
average rate of return of approximately 5% - 6% annually. Actual returns in any given
year may vary from this amount.

To satisfy its long-term rate-of-return objectives, AFAH relies on a total return strategy
in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). AFAH targets a diversified
asset allocation of investments in mutual funds to achieve its long-term return
objectives.

The fair value of assets associated with individual donor restricted endowment funds
may fall below the level required to be retained as a fund of perpetual duration. As of
December 31, 2022, the fund with an original gift value of $4,850,000, had a fair value
of $3,990,873 and was reported as net assets with donor restrictions. The shortfall
resulted from unfavorable market conditions. As of December 31, 2021, there were no
such deficiencies.

Investments

Investments consist of the following at December 31:

2022 2021
Fair Fair
Cost Value Cost Value

Mutual Funds:
Equity $2,068,267 $2,664,443 $1,989,551 $3,597,018
Fixed income 914,968 766,337 881,391 879,060
Inflation hedges 118,222 127,739 127,795 159,462
Hedged strategies 149,280 157,323 160,727 178,834
Cash and cash equivalents 269,837 274,047 71,727 71,727
3,520,574 3,989,889 3,231,191 4,886,101
State of Israel Bond 900 984 900 955

$3.521.474 $3.990.873 $3.232,091 $4.887,056

15



AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Note 5 - Investments (continued)

The following summarizes net investment income (loss) for the years ended December

31:
2022 2021
Interest, dividends and capital gain distributions $ 104,034 $129,896
Realized gains 300,421 83,358
Unrealized gain (loss) (1,185,566) 424,930
Investment fees (31,016) (30,486)
Net Investment Income (Loss) $ (812,127) $607,698

Note 6 - Website Costs and Leasehold Improvements

A summary of website costs and leasehold improvements at December 31 are as

follows:
Life 2022 2021
Website redesign 3years $30,018 $26,720
Leasehold improvements 11,092 11,092
41,110 37,812
Less: Accumulated amortization (35,631) (28,437)

$ 5479 § 9,375

Note 7 - Beneficial Interest in Remainder Trust

AFAH is the beneficiary of a charitable remainder unitrust under which AFAH receives
the designated principal and income of the trust upon the death of the donor which will
then be used for AFAH’s operations. The trust assets are held by a trustee. During the
year ended December 31, 2022 and 2021. AFAH received distributions of $15,500 and
$13,875, respectively.

16



Note 8 -

Note 9 -

Note 10 -

AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Refundable Advance

During the year ended December 31, 2021, AFAH received an award of which
$219,000 is conditional upon a matching requirement. At December 31, 2021, the
matching requirement had not been met, therefore is not reflected as revenue in these
financial statements. AFAH received an advance payment of $186,150 of this award
recognized in the statement of financial position as a refundable advance.

Operating Lease Liability

AFAH occupies space under an operating lease agreement expiring June 30, 2026.

Operating lease expense for the year ended December 31, 2022 was $69,043. There
were no variable lease costs incurred. As of December 31, 2022, the remaining term of
the AFAH’s operating lease is 54 months and the discount rate is 1.03%.

Maturities of the AFAH’s operating lease liability as of December 31, 2022 are as follows:

Year Ending December 31

2023 $ 68,523

2024 65,031

2025 66,982
Thereafter, through June 30, 2026 33,819
234,355
Less: Amount attributable to interest (4,249)
$230,106

Rent expense for the year ended December 31, 2021 was $84,632.

Concentration of Credit Risk

AFAH maintains its cash and cash equivalents at financial institutions located in New
York. The cash balances up to certain limits are insured by the Federal Insurance
Corporation.
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AMERICAN FRIENDS OF ALYN HOSPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

Note 11 - Pension Plan

AFAH maintains a 401(k) plan for all eligible employees. For the plan year beginning
January 1, 2023, AFAH will make a contribution equal to 3% of employee
compensation to maintain a safe harbor status. Total contributions of $14,012 were
made for the year ended December 31, 2022. Total contributions of $14,381 were
made for the year ended December 31, 2021.

18



