


 

 

Independent Auditors ’ Report 

The Board of Trustees 
City Year, Inc.: 

Report on the Financial Statements  

We have audited the accompanying financial statements of City Year, Inc. (City Year), which comprise the 
statements of financial position as of June 30, 2017 and 2016, and the related statements of activities, 
functional expenses and cash flows for the years then ended, and the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

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

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of City Year as of June 30, 2017 and 2016, and the changes in its net assets and its cash flows for the 
years then ended in accordance with U.S. generally accepted accounting principles. 

 

Boston, Massachusetts 
October 27, 2017 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 

KPMG LLP
Two Financial Center
60 South Street
Boston, MA 02111



See accompanying notes to financial statements.
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CITY YEAR, INC.

Statements of Cash Flows

Years ended June 30, 2017 and 2016

2017 2016

Cash flows from operating activities:
Change in net assets $ 3,130,932  5,186,250  
Adjustments to reconcile increase in net assets to net cash

provided by operating activities:
Depreciation and amortization 2,138,175  2,062,725  
Realized and unrealized net (gains) losses on investments (1,485,978) 305,064  
Changes in fair value of interest-rate swaps (318,193) (25,882) 
Contributions restricted for long-term investment (100,000) (100,000) 
Changes in operating assets and liabilities:

Government grants receivable, net (1,253,503) (729,334) 
Contributions receivable, net 866,938  (1,906,870) 
Other assets 149,098  (775,294) 
Accounts payable and accrued expenses (658,028) (360,617) 
Accrued payroll and related expenses 1,110,945  352,901  

Net cash provided by operating activities 3,580,386  4,008,943  

Cash flows from investing activities:
Purchases of investments (200,000) (345,000) 
Sale of investment —  550,000  
Purchases of equipment (636,372) (681,288) 

Net cash used in investing activities (836,372) (476,288) 

Cash flows from financing activities:
Repayments of bond payable (260,000) (250,000) 
Contributions restricted for long-term investment 100,000  100,000  

Net cash used in financing activities (160,000) (150,000) 

Net increase in cash and equivalents 2,584,014  3,382,655  

Cash and equivalents, beginning of year 27,760,240  24,377,585  

Cash and equivalents, end of year $ 30,344,254  27,760,240  

Supplemental data:
Cash paid for interest $ 297,479  308,023  

See accompanying notes to financial statements.
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 11 (Continued) 

(3) Temporarily Restricted Net Assets  

Temporarily restricted net assets consisted of the following at June 30: 

2017 2016

Time restrictions $ 11,533,513  12,797,968  
Purpose restrictions 702,970  792,970  
Board-designated endowment funds 3,361,118  3,261,118  

Accumulated unspent return on endowment funds:
Donor-restricted 1,538,789  1,040,665  
Board-designated 718,013  317,491  

Total 2,256,802  1,358,156  

$ 17,854,403  18,210,212  

 

Unexpended cash received from donors in fiscal year 2017 and 2016 for expenditures expected in 
subsequent fiscal years totaled $9,507,837 and $6,825,531, respectively. 

(4) Permanently Restricted Net Assets  

Permanently restricted net assets at June 30 consisted of endowment gifts whose income is restricted for 
the following purpose: 

2017 2016

Donor-restricted endowment funds – program sponsorships $ 6,181,653  6,081,653  

 

(5) Net Assets Released from Restrictions  

Net assets released from restrictions consisted of the following for the years ended June 30: 

2017 2016

Expiration of time restrictions $ 9,161,879  6,911,670  
Satisfaction of purpose restrictions 250,000  1,799,056  

$ 9,411,879  8,710,726  
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(6) In-Kind Contributions  

Contributed goods and services included in program and support services during the years ended June 30 
were for the following purposes: 

Nature 2017 2016

Program services:
Transportation and travel $ 1,013,947   663,576   
Rent 147,400   210,296   

Total program services 1,161,347   873,872   

Support services:
Professional services 439,065   708,296   
Rent 36,850   52,574   

Total support services 475,915   760,870   

Total $ 1,637,262   1,634,742   

 

(7) Investments  

GAAP establishes a three-level valuation hierarchy for disclosure of fair value measurements. The 
valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the 
measurement date. The hierarchy gives the highest priority to unadjusted quoted prices in active markets 
for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs 
(Level 3 measurements). The three levels of the fair value hierarchy are described below: 

�x Level 1 – inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that 
the Organization has the ability to access at the measurement date. 

�x Level 2 – Valuations based on quoted prices in less active, dealer or broker markets. Fair values are 
primarily obtained from third party pricing services for identical or comparable assets or liabilities. 

�x Level 3 – Valuations derived from other valuation methodologies, including pricing models, discounted 
cash flow models and similar techniques, and not based on market, exchange, dealer, or broker-traded 
transactions. Level 3 valuations incorporate certain assumptions and projections that are not 
observable in the market and significant professional judgment in determining the fair value assigned to 
such assets or liabilities. 

In instances where the determination of the fair value measurement is based on inputs from different levels 
of the fair value hierarchy, the level in the fair value hierarchy within which the entire fair value 
measurement falls is based on the lowest level input that is significant to the fair value measurement in its 
entirety. 

City Year invests in the TIFF Multi-Asset Fund (MAF) managed by The Investment Fund for Foundations 
(TIFF) Investment Program Inc., which is registered under the Investment Act of 1940 with the Securities 
and Exchange Commission. MAF prices and makes funds available for redemption daily. 
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would have had to pay BoA to terminate the swaps as of that date. To the extent City Year holds a 
swap through its expiration date, the swap’s fair value will reach zero. Interest payable or receivable 
under the swaps settles monthly. Because the swap fair values are based predominantly on observable 
inputs that are corroborated by market data, they are categorized in Level 2 of the fair value hierarchy. 
Changes in fair value of interest-rate swaps for the period ending June 30, 2017 and 2016 were 
$318,193 and $25,882, respectively. 

(15) Retirement Plans  

The Organization participates in the City Year 401(k) Savings Plan (the Plan), which is a defined 
contribution plan covering all employees of City Year who have at least six months of service with the 
Organization. Employer contributions are fully vested when made. Matching contributions are made in an 
amount equal to 100% of the first 3% of eligible compensation and 50% of the next 2% of eligible 
compensation for total matching contributions of up to 4% each pay period. Employer matching 
contributions for the years ended June 30, 2017 and 2016 were $1,515,623 and $1,406,350, respectively. 
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