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INDEPENDENT AUDITORS’ REPORT C FEDNI

LLF
ASSOCIATES

To the Board of Directors of
ACDS, Inc.

4 Fern Place

Plainview, New York 11803

Opinion

We have audited the financial statements of ACDS, Inc. (hereinafter, “ACDS”), which comprise
the statements of financial position as of June 30, 2025 and 2024, 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 accompanying financial statements present fairly, in all material respects,
the financial positions of ACDS as of June 30, 2025 and 2024, and the results of its operations
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 (“GAAS”). Our responsibilities under those standards are further
described in the Auditors” Responsibilities for the Audits of the Financial Statements section of
our report. We are required to be independent of ACDS 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.
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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 ACDS'’s
ability to continue as a going concern for one year after the date that the financial statements are
issued.

Auditors” Responsibilities for the Audits 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 GAAS 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 GAAS, we:

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

e 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 ACDS’s internal control. Accordingly, no
such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about ACDS’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 audits, significant audit findings, and certain
internal control-related matters that we identified during the audits.

Coece € btointen LLP

December 10, 2025
Bohemia, New York



ACDS, INC.

STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2025 2024

ASSETS

Current Assets:

Cash and cash equIVAleNts. .........ccouuuiiiiiiineiiiineiiii e $ 4,075,794 $ 2,374,352
Restricted Cash........oiiii e, 19,325 60,482
TNVESEMEIES .ottt s 1,492,120 1,415,828
Accounts receivable, Net.........c.oovuiuiiiiiii i 9,340,997 7,587,254
Grants 1CEIVADIC. ...t 16,104 71,397
Contributions receivable............cooiiiiiiii - 7,673
Due from related party...............coooiiiiii 147,259 -
Prepaid expenses and other current assets....................ccoeeiiieiiniinennn. 291,477 266,255
TOTAL CURRENT ASSETS 15,383,076 11,783,241

Security dePOSIES.....cuuuiiiiiii i 102,145 83,145
Operating lease right of use assets..................ccooiiiii 3,513,283 4,050,573
Finance lease right of use assets................ccooeiiiiiiiiiiiiiiiii e 951,720 799,591
Property and equipment, net................ooooiiiiii 7,074,817 6,868,998

TOTAL ASSETS $ 27,025,041 $ 23,585,548

LIABILITIES AND NET ASSETS

Current Liabilities:

Current portion of long-term debt.............ccoiiviiiiiiiniiiiiniiiiiinneineee $ 95,720 $ 190,552
Due to funding sources................coooiiiiiiiiiiiiii 178,349 531,906
Accrued salaries and related fringe benefits.....................c.o.o 2,375,208 1,985,463
Accounts payable and accrued expenses..................oociiii 590,328 1,253,200
Compensated absences................ooooiiiiiiiiiiiiiiiii 1,726,918 1,382,022
Deferred reVENUE. ........c.viie i 3,651,719 1,910,825
Current portion of operating lease liability ..................c...coo 1,238,623 1,052,536
Current portion of finance lease liability ........................ 335,024 238,144
Due to related party...........cooooiiiiiiiiiiiii e - 27,550
TOTAL CURRENT LIABILITIES 10,191,889 8,572,198
Long-term debt, net of current portion....................ccooiiiiiiiiiiinni . 1,821,731 1,854,102
Operating lease liability, net of current portion......................ccoo. 2,451,725 3,151,751
Finance lease liability, net of current portion....................ccoooiiiiiiii . 617,534 568,441
TOTAL LIABILITIES 15,082,879 14,146,492
Net Assets:

Net assets without donor restrictions:
Undesignated...........coooiiiiiiiiiiii e 10,370,235 8,019,296
Board designated....................coo 1,492,120 1,359,278
TOTAL NET ASSETS WITHOUT DONOR RESTRICTIONS 11,862,355 9,378,574
Net assets with donor restrictioNnS. .........o.oiiiiiiie e 79,807 60,482
TOTAL NET ASSETS 11,942,162 9,439,056

TOTAL LIABILITIES AND NET ASSETS $ 27,025,041 $ 23,585,548

The accompanying notes are an integral part of these financial statements.



STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2025

ACDS, INC.

REVENUE:

Program service fees...........c.ocoviviiiiiiiiiiiiiiiiei,
Government grants...............cooooiviiii
ContributionS. ... ...coooiiii i
Net investment return............coovviiiiiiiiiiiiiieiienens
Other iNCOME. .......oiiii e
Net assets released from restriction .................ccceenennnn.

TOTAL REVENUE

EXPENSES:

Program Services:
Preschool..........coooiiiiiiiiiii
Self-Direction............coviiiiiiiiiiiiiiii
Residential and Day Services.............ccoeeuveuiiuninnennennnen.

Fiscal Intermediary..............coocooiiiiiiiiii
Early Intervention...........c.ccoveviiiiiiiiiiiiiiinice,

TOTAL PROGRAM SERVICES

Management and General..............c.ocooiiiiiiiiiiiiiinn.
Fundraising.............cooooiiiiiiiiii

TOTAL EXPENSES
CHANGE IN NET ASSETS
Net assets, beginning of year...................coooeiiiiin,

Net assets, end of year............coeiuviiiiiiiiiiiiiiiiiies

Without With
Donor Donor

Restrictions Restrictions Total
$ 61,202,892 $ - 61,202,892
1,170,930 - 1,170,930
104,951 108,345 213,296
198,064 - 198,064
113,070 - 113,070
89,020 (89,020) -
62,878,927 19,325 62,898,252
23,461,188 - 23,461,188
14,845,733 - 14,845,733
11,243,617 - 11,243,617
4,069,809 - 4,069,809
1,341,630 - 1,341,630
918,214 - 918,214
986,467 - 986,467
56,866,658 - 56,866,658
3,425,761 - 3,425,761
102,727 - 102,727
60,395,146 - 60,395,146
2,483,781 19,325 2,503,106
9,378,574 60,482 9,439,056
$ 11,862,355 $ 79,807 11,942,162

The accompanying notes are an integral part of these financial statements.



ACDS, INC.

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2024

Without With
Donor Donor
Restrictions Restrictions Total
REVENUE:
Program service fees............ccoeiiiiiiiiiiiiiiiiii $ 49,358,117 $ - $ 49,358,117
Government grants and contracts..............c..coeeeeeenenn..n. 1,752,966 - 1,752,966
ContribUtioNS. ..ot 398,774 245,000 643,774
Netinvestment return..........ooovviiiiiiiii i, 139,473 - 139,473
Other iNCOMe. ... ....oivii i e 65,287 - 65,287
Net assets released from restriction ............cooeveviveininn. 200,000 (200,000) -
TOTAL REVENUE 51,914,617 45,000 51,959,617
EXPENSES:
Program Services:
Preschool. ... 21,161,172 - 21,161,172
Sl -DITCCHON. . ettt 10,468,700 - 10,468,700
Residential and Day Services................ocooeviiiiiininn.. 9,370,475 - 9,370,475
Fiscal Intermediary.............cooeeiiiiiiniininiiiiinen, 3,888,824 - 3,888,824
Early Intervention..............ccooooiiiiiiiiiiiiiinn, 1,566,564 - 1,566,564
Day Care.......cuueeuiiiiiiiiiei e 797,761 - 797,761
(@3 1=, 499,637 - 499,637
TOTAL PROGRAM SERVICES 47,753,133 - 47,753,133
Supporting Services:
Management and general.................ccoooii 2,705,916 - 2,705,916
Fundraising.........c.coooviiiniiiii 91,515 - 91,515
TOTAL EXPENSES 50,550,564 - 50,550,564
CHANGE IN NET ASSETS 1,364,053 45,000 1,409,053
Net assets, beginning of year......................coooi, 8,014,521 15,482 8,030,003
Net assets, end of Vear..........cc.cveuuviiiiiiniiiniiniineineiieenn, $ 9,378,574 $ 60,482 $ 9,439,056

The accompanying notes are an integral part of these financial statements. -5-



STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2025

ACDS, INC.

Program Services

Supporting Services

Preschool Self-Direction RZ:?;‘:?I Int tef:C;dliarv Int telli'zle.lnytion Day Care Other TOtSairI:;:‘:’: am t?;zg:lzi;t Fundraising Total

Salaries and wages..................... $ 17,081,469 $ 8,838,285 $ 7,822,458 $ 2,040,824 $ 802,334 $ 702,017 208,587 $ 37,495,974 $ 1,922,215 $ 52,401 $ 39,470,590
Payroll taxes and fringe benefits.... 2,469,226 1,035,457 959,413 439,707 75,396 90,410 21,737 5,091,346 286,191 14,036 5,391,573
Total salaries and related expenses 19,550,695 9,873,742 8,781,871 2,480,531 877,730 792,427 230,324 42,587,320 2,208,406 66,437 44,862,163
Client related..............coeevvvnnenn. 2,496 4,971,446 78,590 50 - - 104,971 5,157,553 - - 5,157,553
OCCUPANCY ... eevvieiiieeeiieiaieee 1,697,606 - 676,226 89,716 20,989 25,305 100 2,509,942 106,502 39 2,616,483
Contracted services..................... 477,365 - 14,269 707,682 380,757 404 - 1,580,477 233,267 7,000 1,820,744
Insurance 201,730 - 389,726 254,524 7,752 10,498 4,682 868,912 109,846 136 978,894
Program and office supplies ......... 624,660 - 197,780 11,384 12,998 22,339 10,904 880,065 57,861 4,326 942,252
Professional fees................c.uunee. 114,491 - 56,349 16,010 4,707 4,756 4,087 200,400 519,272 18,434 738,106
Donations ........c.ceeevvneiiineiiinnnn. - - - - - - 600,000 600,000 - - 600,000
Transportation ..............cceeeeueneen. 44,264 - 483,259 3,861 15,367 3,551 276 550,578 1,355 1,559 553,492
Depreciation and amortization...... 374,117 - 90,835 28,985 11,754 23,508 - 529,199 - - 529,199
SOFtWare .....evvveiiiieiiiieeiieee 29,256 537 117,145 269,080 480 10,815 18,155 445,468 38,333 1,230 485,031
FOOd..oovviiiiiiiiiiic 41,573 - 287,984 1,137 840 2,204 7,064 340,802 2,262 575 343,639
Expensed equipment. 122,379 - 29,219 21,235 4,033 6,228 9 183,103 23,368 44 206,515
Miscellaneous. ............cceevunvenenns. 25,433 - 32,042 37,340 658 8,194 5,875 109,542 71,878 2,947 184,367
Bad debtexpense ....................... 4,455 - - 140,990 - - - 145,445 - - 145,445
Staff recruitment........................ 44,006 - - - - - - 44,006 50,241 - 94,247
INterest ......ocvuvveveneeiiiieiiiiieeiinns 72,026 - 5,736 1,770 3,417 6,833 - 89,782 1,568 - 91,350
Staff development...................... 34,636 8 2,586 5,514 148 1,152 20 44,064 1,602 - 45,666

TOTAL EXPENSES $ 23,461,188 $ 14,845,733 $ 11,243,617 $ 4,069,809 $ 1,341,630 $ 918,214 986,467 $ 56,866,658 $ 3,425,761 $ 102,727 $ 60,395,146

The accompanying notes are an integral part of these financial statements.



STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2024

ACDS, INC.

Program Services

Supporting Services

Management and General

Preschool Self-Direction RZ:?;‘:?I Int tef:C;dliarv Int telli'zle.lnytion Day Care Other TOtSairI:;:‘:’: am t?;zg:lzi;t Fundraising Total

Salaries and wages............cccoeevennns $ 14,636,822 $ 6,218,120 $ 6,120,601 $ 2,264,563 $ 878,190 $ 582,463 68,186 $ 30,768,945 $ 1,296,992 $ 51,658 $ 32,117,595
Payroll taxes and fringe benefits 2,176,153 524,969 755,178 424,396 90,996 69,154 21,437 4,062,283 258,581 4,864 4,325,728
Total salaries and related expenses 16,812,975 6,743,089 6,875,779 2,688,959 969,186 651,617 89,623 34,831,228 1,555,573 56,522 36,443,323
Client related.............coeeevinierinnn. 31,132 3,723,371 91,391 915 100 168 91,829 3,938,906 5,730 948 3,945,584
OCCUPANCY ... eeviieieeeiieeiii e 1,554,436 - 605,522 34,918 20,296 40,591 6 2,255,769 81,492 864 2,338,125
Contracted services....................... 723,864 - 8,971 615,371 405,535 - - 1,753,741 214,628 - 1,968,369
Insurance 160,241 - 532,794 14,710 23,285 15,060 - 746,090 130,321 1,506 877,917
Program and office supplies ........... 711,953 - 127,461 7,840 13,535 27,068 1,226 889,083 109,697 1,660 1,000,440
Professional fees............c..cceveiinnns 217,218 - 101,200 39,159 5,898 13,674 9,806 386,955 361,854 7,103 755,912
Donations ........c.ceeevvineiiinneiiinaenn. - - - - - - 280,722 280,722 - 10,000 290,722
Transportation ..............ceeeeuuneenens 24,730 - 188,374 3,484 4,785 - 810 222,183 5,242 1,993 229,418
Depreciation and amortization........ 427,378 - 370,564 13,351 14,941 20,783 - 847,017 197 - 847,214
SOFtWATe «evvneeiieeiie e 57,604 - 48,349 254,721 1,027 2,053 7,498 371,252 32,800 6,800 410,852
FOOd..covviiiiiiiiiie 36,862 - 264,611 1,254 - 448 4,580 307,755 237 232 308,224
Expensed equipment. 128,129 - 9,735 19,632 82 417 33 158,028 18,933 - 176,961
Miscellaneous. ............oeevvunrerenn. 12,525 670 24,681 709 - 17,772 - 56,357 106,833 3,887 167,077
Bad debt expense ..............c..ennn. 96,273 1,570 71,706 187,035 103,326 - 13,479 473,389 10,953 - 484,342
Staff recruitment.......................... 48,446 - 754 3,000 - 25 25 52,250 56,321 - 108,571
INterest .....coovvveiveneiiiiieiiieeeee, 75,383 - 43,314 2,855 4,568 8,085 - 134,205 12,308 - 146,513
Staff development...................cc. 42,023 - 5,269 911 - - - 48,203 2,797 - 51,000

TOTAL EXPENSES $ 21,161,172 $ 10,468,700 $ 9370475 $ 3,888,824 $ 1,566,564 $ 797,761 499,637 $ 47,753,133 $ 2,705,916 $ 91,515 $ 50,550,564

The accompanying notes are an integral part of these financial statements.



ACDS, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2025 2024

CASH FLOWS FROM OPERATING ACTIVITIES:
Change iN Nt @SSEES..........uuiiiiiiiiiiii e $ 2,503,106 $ 1,409,053

Adjustments to reconcile change in net assets to net cash
provided by operating activities:

Depreciation and amortization...............c.ceeeiiiiiiiiiiiiiii e 529,199 847,214
Bad debt @XPense. ........ocuuiiiiiiiii e 145,445 484,342
Amortization on operating lease right of use assets.............................oo. 1,429,431 1,278,870
Amortization on finance leases right of use assets......................ccoooonl 335,410 254,243
Net realized and unrealized gains on investment (134,914) (63,742)
Changes in operating assets and liabilities:
Accounts 1eceivable, NOt..... ..ot (1,899,188) (3,052,482)
Grants 1eCEIVADIE. ...t 55,293 40,369
Contributions TeCeIVADIE. ........ouieiiii e 7,673 10,090
Due from related party...............coooooiiiiiiiiiiii (147,259) -
Prepaid expenses and other current assets...................cooeiiiiiiiiin (25,222) 24,505
Security depoSits............ooouiiiiiiiiiiii (19,000) -
Due to funding sources...............coooiiiiiiiiiiiiiiiii (353,557) (342,649)
Accrued salaries and related fringe benefits.......................... 389,745 485,335
Accounts payable and accrued expenses.................cooeiiiiiiiii (662,872) 209,355
Compensated abSENCES. ..........ciuuuiiuiiiiiiiii et 344,896 411,629
Deferred TOVEIUEC. ... .. 1,740,894 1,822,903
Operating lease liability.................ccoooiiiii (1,419,516) (1,227,280)
Due to related party..............coooeiiiiiiiiiiiiiiii (27,550) 28,550
NET CASH PROVIDED BY OPERATING ACTIVITIES 2,792,014 2,620,305
CASH FLOWS FROM INVESTING ACTIVITIES:
Sales Of INVESEIMENES. .. .ottt e e, 1,596,142 798,420
Purchases of INVESTIMENTS. ..........ciuuiiiiiiiiiiii e (1,537,520) (560,596)
Purchases of property and equipment..................cooooiiiiii (735,018) (1,345,361)
NET CASH USED IN INVESTING ACTIVITIES (676,396) (1,107,537)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on long-term debt....................oooiiiii (127,203) (212,560)
Principal payments on finance leases.....................cooiiiiiiiinii (328,130) (278,414)
NET CASH USED IN FINANCING ACTIVITIES (455,333) (490,974)
Net increase in cash and cash equivalents.....................ccoooo 1,660,285 1,021,794
Cash and cash equivalents, beginning of year.....................ccooooiiii 2,434,834 1,413,040
Cash and cash equivalents, end of year.................cocooeiiiiiiiiiiiiinii $ 4,095,119 $ 2,434,834
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Non-cash recording of operating lease asset and liability.......................ocooe $ 570,167 $ 1,733,610
Non-cash recording of finance lease asset and liability........................ooo. $ 408,641 $ 192,145
Cash paid for INtErest............ocoiuiiiiiiiiiiiiii e $ 91,350 $ 146,513
COMPONENTS OF CASH AND CASH EQUIVALENTS ON THE STATEMENTS
OF FINANCIAL POSITION:
Cash and cash eqUIVAlENts. ............uiiiiiiiiiiiii e $ 4,075,794 $ 2,374,352
ReSHIICtEA CASN. ...t 19,325 60,482

TOTAL CASH AND CASH EQUIVALENTS $ 4,095,119 $ 2,434,834

The accompanying notes are an integral part of these financial statements.



ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 1 - NATURE OF OPERATIONS

ACDS, Inc. (“ACDS”), based in Plainview, New York, is a not-for-profit, non-sectarian
organization founded in 1966. ACDS is dedicated to providing lifetime resources of exceptional
quality, innovation and inclusion for individuals with Down syndrome, autism, and other
developmental disabilities, and their families.

ACDS provides a continuum of year-round programs and services that include diagnostic
evaluations and treatment, early intervention, day care/nursery, preschool, including special
education and clinical services for children from infancy to age five; individualized residential
alternatives (“IRA”) and day habilitation services for adults age 21 and over; and evening and
weekend recreation and socialization services for individuals age five and over. ACDS is a fiscal
intermediary for clients receiving self-directed Community Habilitation and Respite services.
ACDS’s primary source of revenue is program service fees.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of ACDS is presented to assist in
understanding ACDS's financial statements. The financial statements and notes are
representations of ACDS’s management, which is responsible for the integrity and objectivity of
the financial statements. These accounting policies conform to accounting principles generally
accepted in the United States of America (“US GAAP”) and have been consistently applied in
the preparation of the financial statements.

Basis for Presentation:

The financial statements have been prepared on the accrual basis of accounting and conform
to US GAAP. Revenue is recorded when earned and expenses are recorded when incurred. On
the statement of financial position, assets are presented in order of liquidity or conversion to
cash and liabilities are presented according to their maturity and priority resulting in the use of
cash.

Income Tax Status:

ACDS 1is a non-profit corporation exempt from income tax under Section 501(c)(3) of the
Internal Revenue Code. In addition, ACDS has been classified as an entity that is not a private
foundation within the meaning of Section 509(a) and qualifies for deductible contributions as
provided in Section 170(b)(I)(A)(VI). Accordingly, no provision has been made for income taxes
in the financial statements. ACDS evaluated its activities for uncertain tax positions and has
determined that there were no uncertain tax positions for the years ended June 30, 2025 and
2024.

Recently Adopted Accounting Pronouncements:

Effective for the year ended June 30, 2024, ACDS was required to adopt Accounting Standards
Codification (“ASC”) Topic 326, Measurement of Credit Losses on Financial Instruments, for all
assets held at amortized cost basis. Under this new accounting approach, the pronouncement
requires ACDS to record an estimate of all expected credit losses. The allowance for credit losses
is a valuation account that is deducted from the amortized cost basis of the financial assets to
present the net amount expected to be collected. There was no impact on the financial
statements associated with the adoption for the years 2025 and 2024.




ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments: Investments in equities and exchange-traded funds with readily determinable fair
values are reported at their fair value based on quoted market prices in the statement of
financial position. Purchases and sales of securities are recorded on a trade-date basis. Interest
income is recorded on the accrual basis and dividends are recorded on the ex-dividend date.
Realized and unrealized gains and losses are included in the determination of the change in net
assets.

Fair Value Measurements: ACDS utilizes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and lowest priority to unobservable inputs (Level 3 measurements). The three
levels of the value hierarchy are described below:

e Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that ACDS has the ability to access.
e Level 2 - Inputs to the valuation methodology include:
o Quoted prices for similar assets or liabilities in active markets;
o Quoted prices for identical or similar assets or liabilities in inactive markets;
o Inputs other than quoted prices that are observable for the asset or liability;
o Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.
o If the asset or liability has a specific (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset and liability.
e Level 3 - Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

Third-Party Reimbursement:

ACDS receives substantially all its revenue for services provided to approved clients from
third-party reimbursement agencies, primarily New York State Office for People with
Developmental Disabilities (“OPWDD”), New York State Education Department (“NYSED”),
and New York State Department of Health (“NYSDOH").

Revenue Recognition:

Revenue from government agencies, including NYSED, OPWDD, NYSDOH, and other third-
party payers, are recognized at approved rates when ACDS satisfies its performance obligations
under contracts by providing services to children, students, and adults. Performance
obligations for all of ACDS’s services are provided and consumed at a point in time, or over one
year, and therefore these types of fees allocated to performance obligations are not left
unsatisfied or partially unsatisfied at the end of the reporting period.

-10 -



ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue earned from NYSED, OPWDD, NYSDOH, and other third-party payer agreements is
subject to audit and retroactive adjustment. Provisions for estimated settlements are provided
in the period the related services are rendered. Settlements with third-party payers for
retroactive revenue adjustments due to audits, reviews, or investigations are considered
variable consideration and are included in the determination of the estimated transaction price
for providing services using the most likely outcome method. These settlements are estimated
based on the terms of the payment agreement and rate methodology with the payer, cost
reports filed with the payer, correspondence from the payer, and historical rates and settlement
activity, including an assessment to ensure that it is probable that a significant reversal in the
amount of cumulative revenue recognized will not occur when the uncertainty associated with
the retroactive adjustment is subsequently resolved.

Estimated settlements are adjusted in future periods as adjustments become known, (that is,
new information becomes available), or as years are reconciled or are no longer subject to such
audits, reviews, and investigations. Differences between the estimated amounts accrued and
interim and final settlements are reported in operations in the year of settlement.

Laws and regulations governing the NYSED tuition-based and fee-based programs, as well as
OPWDD fee-based programs are complex and subject to interpretation and revision. As a result,
there is at least a reasonable possibility that recorded estimates will change by a material
amount in the near term.

ACDS recognizes revenue from government grants as revenue when eligible costs are incurred,
or services are provided. A receivable is recognized to the extent revenue earned exceeds cash
advances. Conversely, deferred revenue is recorded when cash advances exceed support and
revenue earned.

Cash and Cash Equivalents:

Cash and cash equivalents include money market funds and, at times, highly liquid investments
with initial maturities when acquired of three months or less. Cash and cash equivalents
maintained by investment brokers are included in investments on the statements of financial
position. ACDS maintains cash and investments in bank accounts with what it believes to be
quality financial institutions which are insured by the Federal Deposit Insurance Corporation
(“FDIC”) and the Securities Investor Protection Corporation (“SIPC”). From time to time,
ACDS has investments and cash on deposit with financial institutions with balances that are in
excess of FDIC and SIPC insured limits.

Accounts Receivable and Allowance for Doubtful Accounts:

On a periodic basis, ACDS evaluates receivable balances and establishes an allowance for
doubtful accounts based on the history of past write-offs, the age of the receivables, collections,
and current economic considerations. Accounts receivable are written off against the allowance
for doubtful accounts when all reasonable collection efforts have been exhausted. ACDS
established an allowance for doubtful accounts of $487,835 as of June 30, 2025 and $346,844 as of
June 30, 2024.
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ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions Receivable:

Unconditional promises to give that are expected to be collected within one year are recorded at
net realizable value. Unconditional promises to give that are expected to be collected in future
years are recorded at the present value of their estimated future cash flows. The discounts on
those amounts are computed using risk-adjusted interest rates applicable to the years in which
the promises are received. Conditional promises to give are not included as support until the
conditions are substantially met.

Use of Estimates:

The preparation of financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Expense Allocation:

Common costs incurred for the administration of the various programs are allocated directly
to respective programs as incurred. Those costs that cannot be directly assigned are allocated
based upon reasonable allocation methodologies, the most significant of which are:

e Salaries and wages are allocated based on actual service delivery, student full time
equivalents, square footage, time studies, and ratio value.

e Payroll taxes and fringe benefits are allocated based upon the salary allocations.

e  Occupancy costs are allocated based upon square footage.

Property and Equipment:

Property and equipment are stated at cost. Items in excess of $5,000 and with useful lives of two
years or greater are capitalized. Closing costs are capitalized as part of building and
improvements and are amortized over the life of the underlying financing agreement.
Depreciation and amortization are recorded on the straight-line method over the estimated
useful lives of the assets as follows:

Computers and software ...........cccocccccevvviiiniiiinniccen, 5 years

Furniture, fixtures, and equipment...........c.cccceeceneeneenieenee. 5-10 years

Leasehold improvements...........c.cocccevueirecinenincnncninrceniennen. 5-15 years (or lease term if
shorter)

Buildings and improvements.............c.cccccccieviiiiinniiinnnnn. 5 - 35 years

Debt Issuance Costs:

Debt issuance costs were incurred in connection with the issuance of ACDS'’s long-term debt.
These costs are amortized using the effective interest method over the term of the related
indebtedness and are included in interest expense in the accompanying financial statements.
ACDS reports the deferred financing costs as a direct deduction from the carrying amount of
the corresponding debt liability.
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ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of Presentation: The financial statements of ACDS have been prepared in accordance with
US GAAP, which requires ACDS 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 any donor-
imposed restrictions and may be expended for any purpose in performing the primary
objective of ACDS. Additionally, board designated net assets represent those that may
be used at the discretion of ACDS’s management and the Board of Directors.

Net assets with donor restrictions: These net assets are subject to stipulations imposed
by donors and grantors. Some donor restrictions are temporary in nature; those
restrictions will be met by actions of ACDS or by the passage of time. Other donor
restrictions are perpetual in nature, whereby the donor has stipulated the funds be
maintained in perpetuity. ACDS had $79,807 and $60,482 net assets with donor
restrictions as of June 30, 2025 and 2024, respectively, none of which were required to be
held in perpetuity.

Contributions: Contributions are recognized when the donor makes a promise to give to ACDS,
that is, in substance, unconditional. Contributions that are restricted by the donor are reported
as increases in net assets without donor restriction if the restrictions expire in the year that the
contributions are recognized. Other donor-restricted contributions are reported as increases in
net assets with donor restriction. When a restriction expires, net assets with donor restriction
are reclassified to net assets without donor restriction.

NOTE 3 - INVESTMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Fair value
measurements must maximize the use of observable inputs and minimize the use of
unobservable inputs. The following is a description of the valuation methodologies used for
assets measured at fair value.

Cash and Cash Equivalents: Valued based on cash management funds whose underlying assets
are valued at the net asset value (“NAV”) of shares held by ACDS. Cash and cash equivalents
are categorized as Level 1 of the fair value hierarchy.

Exchange-Traded Funds: Valued at the daily closing price as reported by the fund. Funds held
by ACDS are open-end funds that are registered with the Securities and Exchange Commission.
These funds are required to publish their daily NAV and to transact at that price. The funds
held by ACDS are deemed to be actively traded and are categorized as Level 1 of the fair value
hierarchy.
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ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 3 - INVESTMENTS (continued)

Corporate Bonds: Value estimated using recently executed transactions, market price quotations
(where observable), bond spreads, or credit default swap spreads. The spread data used is for
the same maturity as the bond. If the spread data does not reference the issuer, then data that
references a comparable issuer is used. When observable price quotations are not available, fair
value is determined based on cash flow models using yield curves, bond or single name credit
default swap spreads, and recovery rates based on collateral values as key inputs. Corporate
bonds are generally categorized as Level 2 of the fair value hierarchy.

Equities - Domestic: Valued at the closing price reported on the active market on which the
individual securities are traded. Equities - Domestic are categorized as Level 1 of the fair value
hierarchy.

The following table sets forth by level, within the fair value hierarchy, ACDS’s investments at
fair value as of June 30, 2025:

Level 1 Level 2 Level 3 Total
Cash and cash equivalents................ $ 108,196 $ - $ - $ 108,196
Equities - domestic........ccccccevvrveuennene. 316,040 - - 316,040
Exchange-traded funds...................... 264,283 - - 264,283
Corporate bonds.........ccccccvvevuereenennnnee - 803,601 - 803,601
Total coveeveeceeeeeeeee e $ 688,519 $ 803,601 $ - $1,492,120

The following table sets forth by level, within the fair value hierarchy, ACDS’s investments at
fair value as of June 30, 2024:

Level 1 Level 2 Level 3 Total
Cash and cash equivalents................ $ 399,407 $ - $ - $ 399,407
Equities - domestic.......cccccccveuruerennene. 144,120 - - 144,120
Exchange-traded funds...................... 62,254 - - 62,254
Corporate bonds........c.ccceueerueuinuencne. - 810,047 - 810,047
Total oo $ 605,781 $ 810,047 $ - $1,415,828

NOTE 4 - COMPENSATED ABSENCES

In accordance with ACDS’s internal policies and collective bargaining agreement (“CBA”),
certain employees are paid out for unused sick and vacation time upon termination of
employment. ACDS accrues amounts for compensated absences as it is earned or vested by
employees. During the years ended June 30, 2025 and 2024, ACDS recognized salary expense
as a result of earned or vested compensated absences in the amount of $372,570 and $411,629,
respectively. As of June 30, 2025 and 2024, the compensated absences balance was $1,726,918
and $1,382,022, respectively.
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ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 4 - COMPENSATED ABSENCES (continued)

As outlined in the CBA, full-time union employees accrue 9-10 sick days as of September 1st of
each year and are paid out for unused accrued sick time upon termination of employment
based on their years of service. Part-time union employees who work at least 22 hours per week
receive sick days on a pro-rata basis per quarter and are paid out for unused accrued sick time
after termination. Employees with less than one year of service are not paid out after
termination. Employees with at least one year of service and less than four years of service are
paid 50% of unused accrued sick time after termination. Employees with at least four years of
service and less than eight years of service are paid 75% of unused accrued sick time after
termination. Employees with eight or more years of service are paid 100% of unused accrued
sick time after termination.

Day care employees who are part of the union (“DCU”), as outlined in the CBA, accrue 10-20
vacation days each year and are paid out for all unused accrued time upon termination. All
other union employees do not receive paid vacation days. DCU employees with less than three
years of service receive 10 vacation days annually that are accrued monthly. DCU employees
with at least three years of service and less than five years of service receive 15 vacation days
annually that accrue on September 1st. DCU employees with at least five years of service
receive 20 vacation days annually that accrue on September 1st.

Self-hired community habilitation, respite, and supported employment employees who work
an average of 24 hours or more per week in a calendar quarter are eligible for paid vacation and
personal time. Eligible employees earn 5 hours of vacation time after the completion of a full
calendar quarter, capped at 60 hours per year. Eligible employees earn 6 hours of personal time
after the completion of a full calendar quarter, capped at 25 hours per year. Upon termination
of employment, all earned, unused vacation time is paid out. Unused personal time is not paid
out upon termination.

NOTE 5 - LINE OF CREDIT

As of June 30, 2025, ACDS maintained an uncommitted $5,000,000 line of credit (the “Line”)
from a financial institution bearing interest at the prime interest rate of 7.50% on drawn down
amounts. As of June 30, 2024, the Line maintained an uncommitted amount of $4,000,000 and
8.25% on drawn amounts. The Line is secured by fixtures located at the preschool located in
Plainview, New York. The Line is subject to annual review by the lender on or before February
1 of each year. Subsequent to that review, effective March 11, 2025, the Line was increased from
$4,000,000 to $5,000,000. Interest expense on such borrowings for the year ended June 30, 2025
and 2024 was $1,568 and $12,285, respectively. There was no outstanding balance as of June 30,
2025 and 2024.
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ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 6 - RELATED PARTY TRANSACTIONS

A member of ACDS’s board of directors was employed by an investment firm engaged by
ACDS to hold board-designated funds and donated securities. ACDS paid fees to the
investment firm in the amount of $7,860 and $11,335 for the years ended June 30, 2025 and 2024,
respectively. Two family members of an ACDS executive were employed by ACDS. The ACDS
executive was no longer employed by ACDS as of December 2024. The compensation of the
family members totaled $181,502 and $176,497 for the years ended June 30, 2025 and 2024,
respectively.

ACDS is related to ACDS Foundation, Inc. (the “Foundation”) through common management
and minority overlap of board members. The Foundation was established to solicit charitable
contributions and provide benefits and support to organizations that support developmentally
disabled individuals and their families. ACDS donated $600,000 and $280,722 to the Foundation
during the years ended June 30, 2025 and 2024, respectively.

NOTE 7 - REVENUE AND RECEIVABLE CONCENTRATION

Total program service revenue and accounts receivable disaggregated by program was
comprised of the following amounts as of and for the year ended June 30, 2025:

Percent Percent
Revenue of Receivable of
Amount Total Amount Total
Preschool.......ccvoeveeiiiiiceceieeeee, $ 24,863,756 41% $ 4,328,075 44%
Self-Direction.......c.cccoeeveeveereeveereerveeneennn. 14,897,801 24% 2,991,800 30%
Fiscal Intermediary Fees*...................... 5,628,082 9% 787,636 8%
Early Intervention..........cccccceeevnnnnnnn. 1,281,631 2% 252,020 3%
Other ..., 573,310 1% 18,405 -%
Daycare........cccoevueueieieicieieieiiin, 465,427 1% 23,790 -%
Residential and Day Services:
IRA oo 9,732,006 16% 970,336 10%
Day Habilitation........c.cccccoecueeeennneee. 3,760,879 6% 456,770 5%
Total Residential and Day Services .. 13,492,885 22% 1,427,106 15%
Total ..o, $ 61,202,892 100% $ 9,828,832 100%
Allowance for doubtful accounts ...........cccoeevecinecnccnicncnnccncnceee, (487,835)
AcCCOUNES TECEIVADIE, TCT ..coovevviiiieiie ettt ettt e e s sanee s $ 9,340,997
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

ACDS, INC.

NOTE 7 - REVENUE AND RECEIVABLE CONCENTRATION (continued)

Total program service revenue and accounts receivable disaggregated by program was
comprised of the following amounts as of and for the year ended June 30, 2024:

Percent Percent
Revenue of Receivable of
Amount Total Amount Total
Preschool..........covvveceeeeeeeeeeiceeeene $ 22,876,560 47 % $ 3,706,810 47%
Self-Direction..........ccceeveeeerveveevveeveeneennn. 9,863,455 20% 2,007,161 25%
Fiscal Intermediary Fees* ..................... 4,580,828 9% 873,246 11%
Early Intervention..........ccccocoevvviiiininnnns 1,531,654 3% 285,102 4%
ONET ...t 547,507 1% 8,569 -%
Daycare ..o 485,071 1% 3,227 -%
Residential and Day Services:
IRA .ot 6,912,128 14% 701,602 9%
Day Habilitation ..........ccccceeeeennenneee 2,560,914 5% 320,405 4%
Total Residential and Day Services.. 9,473,042 19% 1,022,007 13%
Total..oooeeeeeeeeeeeeeeeeee e $ 49,358,117 100% $ 7,934,098 100%
Allowance for doubtful accounts.........c..ccceveevieeniienncniiiicceceens (346,844)

AcCCOUNES TECEIVADLE, TOL....ciiieviiiieeiieeeeeeeeeee ettt et e e e s

$ 7,587,254

Total program service revenue and accounts receivable disaggregated by funding source was
comprised of the following amounts as of and for the year ended June 30, 2025:

Percent Percent
Revenue of Receivable of
Amount Total Amount Total
OPWDD....oioieteeeeeeeeee et $33,770,405 55% $ 5,224,948 53%
CoUuNties™ ......coevveveeeeeeeeereecreeee e 24,863,756 41% 4,328,075 44%
NYSDOH.......ooooiiiiiieeeeececee et 1,281,631 2% 252,020 3%
Social Security Administration ..................... 818,426 1% - -%
Private Payers........ccocoeeevrneccnccnnenencenes 468,674 1% 23,790 -%
Total program service revenue.......... $61,202,892 100% $ 9,828,832 100%
Allowance for doubtful accounts..........ccceeveeveinieineienininiccecceceee (487,835)
ACCOUNTS TECEIVADIE, NOL....cooieiiiiiiii ittt ettt ettt e e s st e e e sanees $ 9,340,997
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

ACDS, INC.

NOTE 7 - REVENUE AND RECEIVABLE CONCENTRATION (continued)

Total program service revenue and accounts receivable disaggregated by funding source was
comprised of the following amounts as of and for the year ended June 30, 2024:

Percent Percent
Revenue of Receivable of
Amount Total Amount Total
OPWDD....c.ooiiiiiiiiiiiiiiesirieieeieeeeeieennes $23,736,644 48% $ 3,930,390 50%
COUNEICS™™ .o 22,924,795 46% 3,706,810 47 %
NYSDOH.....ccceiiiiiiiiinireninneeeerereienenenes 1,531,654 3% 285,102 3%
Social Security Administration ..................... 728,188 2% - -%
Private Payers.........ccccoocvivvviciiniicininccne, 436,836 1% 8,569 -%
Total program service revenue.......... $49,358,117 100% $ 7,934,098 100%
Allowance for doubtful accoUnts.........cccceeveevieiniinieiniiecccec e, (346,844)
ACCOUNTS TECEIVADIE, NOL....coooviiiiiiiei ittt ettt e e e st e e e sanees $ 7,587,254
*Fiscal intermediary fees include brokerage revenue.
**Counties primarily include Westchester County, Nassau County, and Suffolk County.
NOTE 8 - LONG-TERM DEBT
Long-term debt consisted of the following as of June 30,:
2025 2024
Mortgage for property in Merrick, New York (a).......... $ - $ 74,083
Mortgage for property in Levittown, New York (b)..... - 31,046
Note payable (c) 22,516 47,113
Mortgage for property in Plainview, New York (d).... 2,131,088 2,193,132
TOtAL ..o 2,153,604 2,345,374
Less: Unamortized debt issuance costs............ccoeuueee. (236,153) (300,720)
Total, net of closing COSts...........ccocccueurininicciiiriniccennen. $ 1,917,451 $ 2,044,654

(@)During August 2009, ACDS entered into a mortgage agreement with a lender in the
amount of $1,000,000 in order to purchase a residential house in Merrick, New York to be
used by clients with developmental disabilities. The debt was secured by the purchased
residential house. The terms called for monthly payments of principal and interest of
$8,439 at an interest rate of 6.00% for fifteen years, which began on April 2010. The debt
was fully repaid during March 2025.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 8 - LONG-TERM DEBT (continued)

(b)During August 2010, ACDS entered into a mortgage agreement with a lender in the
amount of $250,000 in order to purchase property in Levittown, New York. The debt was
secured by the purchased property. The terms called for monthly payments of principal
and interest of $2,160 at an interest rate of 6.37% for fifteen years, beginning October 2010.
This mortgage was fully repaid during the year ended June 30, 2025.

(c)During June 2011, ACDS entered into a promissory note from a lender in the amount of
$225,000 to make renovations to a group home located in Freeport, New York. The debt is
secured by the property in Freeport, New York. The terms call for monthly payments of
principal and interest of $1,941 at a variable interest rate for fifteen years, beginning July
2011 and expiring June 2026. The rate of interest shall in no event be at a rate less than
6.25% per annum. As of June 30, 2025 and 2024, the interest rate was 6.25%.

(d)During July 2021, ACDS entered into a mortgage agreement with a lender in the amount
of $2,362,500 in order to purchase property in Plainview, New York. The debt is secured
by the purchased property. The terms call for monthly payments of principal and interest
of $12,217 at an interest rate of 3.75% for twenty-five years, beginning September 2021 and
expiring August 2046.

Future minimum principal payments due each year under the long-term debt are as follows for
the years ending June 30,:

2026 ettt ettt et e teeraenaens $ 95,720
2027 ettt ettt et tesrrenaens 69,399
D028 ..ottt ettt teereenaens 71,880
2029 .ottt ereereenaens 74,865
2030 ittt et ere et estesreeneens 77,762
TCTCATEOT .. e 1,763,978
Total before unamortized debt issuance cost..................... 2,153,604
Unamortized debt iSSUANCE COSt...eevremiieieeeieeeeeeeeeeeeeeenne (236,153)
TOtAL oveiieeeceeeeee et $ 1,917,451
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 9 - PROPERTY AND EQUIPMENT, NET

The following is a summary of property and equipment as of June 30,:

2025 2024
Land ....ooovvieeeceececeeee e e $ 1,952,596 $ 1,952,596
Buildings and improvements.............cccccccccvvviiiiinnnnnn. 6,047,247 5,826,516
Leasehold improvements............cccccceeverueueinneerccnennnen 1,857,097 1,826,088
Computers and software..........c.cccceeevvueueennerccrennnenen. 386,821 233,978
Furniture, fixtures, and equipment ...........cccceceeeennnnes 271,766 129,221
TOLAL COST et e e e e e 10,515,527 9,968,399
Less: accumulated depreciation...........cccccccevvveeueuccnnnnee (3,626,714) (3,453,680)
Plus: Construction in progress............cccococeviiiiinicnne. 186,004 354,279
Property and equipment, net ..........c.ccceceeeueeeueccnenee $ 7,074,817 $ 6,868,998

To the extent ACDS purchased any property and equipment with NYSED funds, upon
termination of the program, NYSED requires such equipment to be transferred to other NYSED
funded special education providers. NYSED has funded a portion of ACDS’s property and
equipment.

NOTE 10 - DEFINED CONTRIBUTION PLAN

ACDS's retirement expense is based upon annual employer contributions determined by the
union. The contributions are then made to a qualified deferred contribution plan, as defined by
Internal Revenue Code Section 403(b). Accordingly, for the year ended June 30, 2025 and 2024,
ACDS recorded a pension contribution equal to the eligibility of participants determined by the
CBA. Pension expense under this plan for the years ended June 30, 2025 and 2024 was $24,427
and $21,600, respectively.

NOTE 11 - GRANT REVENUE

ACDS received grants from the local school districts under the Individuals with Disabilities
Education Act (“IDEA”). Such grants are to be used to directly benefit students with disabilities.
IDEA grant income was $735,000 and $585,000 for the years ended June 30, 2025 and 2024,
respectively. IDEA grant income was recognized as related expenditures were incurred. These
funds are allowed to be rolled over and utilized during future years. For a portion of ACDS’s
grant expenditures, local school districts did not provide funds by fiscal year-end. ACDS had a
grant receivable of $16,104 and $71,397 for those funds not yet received as of June 30, 2025 and
2024, respectively.

-20 -



ACDS, INC.

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

NOTE 11 - GRANT REVENUE (continued)

During the year ended June 30, 2024, OPWDD awarded $320,139 to ACDS through a Direct
Service Retention Bonus Initiative. The funds were to be used for purposes allowed under
OPWDD guidelines. ACDS did not incur any expenditures related to the use of the funds during
the year ended June 30, 2024. OPWDD guidelines required that the grant funds be used by
March 2025. As of June 30, 2025, the funds were fully expensed.

During the year ended June 30, 2024, the Office of Children and Family Services (“OCFS”)
awarded $1,404,480 to ACDS through the Workforce Retention grant. The funds were to be
used for purposes allowed under federal guidelines. ACDS incurred expenditures in the amount
of $942,597 related to the use of Workforce Retention funds during the year ended June 30, 2024.
Grant income was recognized as related expenditures were incurred. OCFS guidelines required
the grant funds be used by September 2024. As of June 30, 2025, $66,873 remained unused.

NOTE 12 - DEFERRED REVENUE

Deferred revenue was comprised of the following as of June 30,:

2025 2024
Self-contained program surplus...........ccccccocueuvviniccerininnas $ 3,010,896 $ 801,765
Workforce Retention funds......ccoeeeeeeeeeeeeeeeeeeeeeeeeeeee e 66,873 461,883
Direct Service Retention BONUS .......eeeveeevvveeeeeeeiiiieeieeeeeane - 320,139
Self-direction funding surplus...........ccccccoeeiiiicininnnnnns 550,000 270,550
(@ 71 a1 RO 23,950 56,488
TOtAL..ceeceeeeeeeeeeeeee ettt $ 3,651,719 $ 1,910,825

The roll forward of deferred revenue was as follows for the years ended June 30,:

2025 2024
Deferred revenue at beginning of year ...........cccccceceeucuueee. $ 1,910,825 $ 87,922
Unearned amounts 1eCeived ........oooovveeeeeeeeeeeeeeeeeeeeeeeeeereene 3,294,600 9,936,399
Revenue recognized...........ccocceiiiiiiiiiiiiiiiiiicccccces (1,553,706) (8,113,496)
TOtAL..cviceeeieeeeeeeeee et st $ 3,651,719 $ 1,910,825

NYSED’s rate methodology allows special education providers to retain up to an 11% surplus
on tuition-based programs beginning with the year ended June 30, 2023. The surplus may only
be expended pursuant to an authorization of the governing board of ACDS for a purpose in
accordance with Commissioner’s Regulations, NYSED's approved rate methodology, and the
Reimbursable Cost Manual (RCM), which allows providers to either retain the surpluses for
future expenditure within the respective program they were earned or carry such surpluses
back to offset prior year losses within those programs. As of June 30, 2025 and 2024, ACDS
generated a surplus of $2,209,131 and $801,765, respectively within its self-contained full day
program. The surplus included in deferred revenue on the statements of financial position as of
June 30, 2025 and 2024 are $3,010,896 and $801,765, respectively, and will be used in future
years.
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NOTE 13 - DUE TO FUNDING SOURCES

Tuition rates set by NYSED are subject to revision based upon ACDS’s actual cost data as
presented to the state annually on the Consolidated Fiscal Report (the “CFR”). The revised
tuition rates are used to recalculate the total tuition amount allowed and earned by ACDS.
ACDS is able to rebill Westchester County, Nassau County, and Suffolk County should the final
reconciled rate exceed the originally billed rate, or ACDS will be billed should the final
reconciled rate be less than that originally billed. As of June 30, 2025 and 2024, ACDS estimated
a potential liability due to the counties of $48,351 and $480,210, respectively. The estimated
liability is presented within due to funding sources on the statements of financial position.

NOTE 14 - OPERATING LEASES

ACDS has various leases that are discussed in paragraphs (A) through (J) below. ASC 842 was
adopted for each of the leases. Lease expense is presented within the occupancy and expensed
equipment amounts on the statements of functional expenses. The components of lease expense
in accordance with ASC 842 are as follows for the years ended June 30,:

2025 2024
Amortization of Right-of-Use Asset.........cccccvvnuuuceee. $ 1,429,431 $ 1,278,870
Lease Liability Accretion..........ccccovciinnncicninenne. 178,600 144,796
Total Lease EXPENSe.........cceveueiuieeeiinineneneninenenenenens $ 1,608,031 $ 1,423,666

The approximate future minimum annual lease obligations for all leases are as follows for the
years ending June 30,

(A) (B) © (D) (E) (E)
$

2026 ... $ 349,914 $ 68768 $ 46,249 35,598 $ 139,248 $ 428,585
2027 .o 329,553 - 47,636 30,402 146,211 447,913
2028 ... - - 49,065 - 153,521 229,419
2029 .. - - 12,356 - 133,221 -
2030 .t - - - - - -
Total ..o 679,467 68,768 155,306 66,000 572,201 1,105,917
Less: Present value discount..... (18,095) (1,273) (7,108) (1,718) (48,291) (51,842)
Present Value..........cccceccucueuennee $ 661,372 $ 67,495 $ 148,198 $ 64,282 $523,910 $1,054,075
Short-term lease liabilities......... $ 335,816 $ 67,495 $ 42571 $ 34,219 $117,942 $395,469
Long-term lease liabilities......... 325,556 - 105,627 30,063 405,968 658,606
Total lease liabilities................... $ 661,372 $67,495 $ 148,198 $ 64,282 $523,910 $1,054,075
Months remaining...................... 23 12 39 22 46 30
Discount rate at
commencement ..........ccoceueennene 2.94% 4.10% 2.94% 3.01% 4.64% 3.94%
Weighted average
remaining lease term................. 412 22 1.57 .38 6.53 8.57
Weighted average
discount rate ..........ccccceevviiinnnen. 0.53% 0.07% 0.12% 0.05% 0.66% 1.13%
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NOTE 14 - OPERATING LEASES (continued)

(G) (H) (U] )] Total
2026 ... $ 20400 $ 25,716 $ 124,082 $ 115900  $1,354,459
2027 .o 20,400 25,716 129,045 121,695 1,298,572
2028 ... 20,400 23,573 134,207 127,780 737,965
2029 .. 6,800 - 139,576 134,168 426,121
2030 .t - - 11,669 91,541 103,209
Total....c.cooinrieiireececne 68,000 75,005 538,579 591,084 3,920,327
Less: Present value discount..... (4,537) (4,389) (40,238) (52,488) (229,979)
Present Value........c.cccoceeucuccunncne $ 63,463 $ 70,616 $ 498,341 $ 538,596  $ 3,690,348
Short-term lease liabilities......... $ 18,093 $ 23,220 $ 107,210 $ 96,588  $1,238,623
Long-term lease liabilities......... 45,370 47,396 391,131 442,008 2,451,725
Total lease liabilities................... $ 63,463 $ 70,616 $ 498,341 $ 538,596  $ 3,690,348
Months remaining...................... 40 35 48 56 351
Discount rate at
commencement ...........oeeeueeennne 4.31% 4.31% 3.84% 3.97%
Weighted average
remaining lease term................. .69 .67 6.48 8.18 351
Weighted average
discount rate..........ccccceevviiinnnnn. 0.07% 0.08% 0.52% 0.58%

(A) During June 2022, ACDS entered into an agreement for space for its preschool program in
Pelham, New York. The lease calls for monthly payments within a range of $14,832 to $29,959
through May 2027.

(B) During July 2023, ACDS entered into an agreement for administrative office space in
Plainview, New York. The lease calls for monthly payments within a range of $5,405 to $5,731
through June 2026.

(C) During July 2023, ACDS agreed to an amended lease for a residential building in
Searingtown, New York. The building is used as a residential alternative living space for
developmentally disabled adults. The lease calls for monthly payments within a range of $3,659
to $4,119 through September 2028.

(D) During May 2017, ACDS agreed to an amended lease for a residential building in
Searingtown, New York. The building is used as a residential alternative living space for
developmentally disabled adults. The lease expired on April 30, 2022 and was renewed through
April 2027. The renewed lease calls for monthly payments within a range of $2,701 to $3,040.

(E) During January 2024, ACDS entered into an agreement for space for developmentally
disabled adults in its day habilitation program in Plainview, New York. The lease calls for
monthly payments within a range of $10,960 to $13,322, beginning in May 2024 and ending in
April 2029.

(F) During February 2016, ACDS entered into an agreement for space for its preschool program
in Scarsdale, New York. The lease was extended during January 2018 through December 2022,
then again during January 2023 through December 2027. The extended lease calls for monthly
payments within a range of $32,846 to $38,237 through December 2027.
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NOTE 14 - OPERATING LEASES (continued)

(G) During November 2023, ACDS entered into a lease for copiers. The lease calls for monthly
payments of $1,700 through November 2028.

(H) During June 2023, ACDS entered into a lease for copiers. The lease calls for monthly
payments of $2,143 through June 2028.

(I) During July 2019, ACDS entered into an agreement for space for developmentally disabled
adults in its day habilitation program in North Merrick, New York. The lease expired during
July 2024 and was extended through July 2027, with an option to renew through July 2029. The
original lease called for monthly payments within a range of $8,521 to $8,591. The extended
lease calls for monthly payments within a range of $9,974 to $11,669.

(J) On March 1, 2025, ACDS entered into a lease agreement for office space located in Plainview,
New York. The lease term is five years, commencing March 1, 2025 and ending February 28,
2030. The lease calls for monthly payments ranging from $9,500 to $10,997. The agreement
provides an option for early termination in the event of program funding revocation. The lease
also stipulates that ACDS is responsible for routine repairs and maintenance of the rented
space.

NOTE 15 - FINANCE LEASES PAYABLE

ACDS leases a fleet of more than 50 vehicles used in providing transportation services to its
clients. The length of the leases range from 48 to 97 months and the monthly lease payments
range from $30 to $1,400.

The following represents the future minimum payments related to the vehicles under finance
leases for the years ending June 30;

2026ttt $ 365941
2027 e 326,336
0 T 216,399
2029 e 70,720
2030 ittt 33,143
THETEAfter.......cveeeeeeeteeeeeeeeeeeeee e -
TOtAL. e 1,012,539
Less present value discount on finance lease....... (59,981)
TO AL et ettt e e eeas $ 952,558

The weighted average discount rate for the finance leases as of June 30, 2025 and 2024 was
2.44% and 3.97 %, respectively.
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ACDS, INC.

NOTE 16 - LIQUIDITY

The following represents ACDS'’s financial assets available to meet general expenditures over

the next twelve months as of June 30,:

2025 2024

Cash and cash equivalents ...........cccoeveevreeencnennenn. $ 4,075,794 $ 2,374,352
INVESIMENLS oo e e 1,492,120 1,415,828
Accounts receivable, Net........ooocvevoveevieiiviieiiieie e 9,340,997 7,587,254
Grants 1eCeIVADIE .......ccuveviveeeieieeeieeeeeeeeeeeeeeeee e 16,104 71,397
Contributions receivable.........ocovovveveeiviiieiiiiiieeeeeaee - 7,673
Financial assets available to meet general

expenditures over the next twelve months............... $ 14,920,015 $ 11,456,504

ACDS regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. ACDS has
various sources of liquidity at its disposal, including cash and cash equivalents, marketable debt
and equity securities, and an uncommitted line of credit. See Note 5 for more information about

ACDS's line of credit.

NOTE 17 - SUBSEQUENT EVENTS

ACDS has evaluated events and transactions that occurred between July 1, 2025 and December
10, 2025, which is the date the financial statements were available to be issued, for possible

disclosure and recognition in the financial statements.
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