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Report of Independent Public Accountants
To the Board of Directors

Medical and Health Research Association of New York City, Inc.

We have audited the accompanying statements of financial position of Medical and Health Research
Association of New York City, Inc. (the "MHRA") as of December 31, 2005 and 2004, and the related
statements of activities, functional expenses and cash flows for the years then ended. These financial
statements are the responsibility of MHRA's management. 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 and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Medical and Health Research Association of New York City, Inc. as of December
31, 2005 and 2004, and the changes in its net deficit and cash flows for the years then ended, in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated August 31,
2006 on our consideration of MHRA's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

Our audit of the 2005 financial statements of Medical and Health Research Association of New York
City, Inc. was conducted for the purpose of forming an opinion on the 2005 basic financial statements
taken as a whole. The information included in the accompanying schedule of expenditures of Federal
awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, and is
not a required part of the 2005 basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the 2005 basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the 2005 basic financial statements taken as a
whole. :

Mt

New York, New York
August 31, 2008



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2005 AND 2004

ASSETS
Cash and cash equivalents
Certificates of deposit
Grants receivable:
Federal
New York State/New York City
Private

Service reimbursement receivable, net

Supplies inventory

Advances to subcontractors

Deposits and other assets

Property and equipment, net of accumulated
depreciation of $9,569,669 and $9,384,323

Totals

LIABILITIES AND NET DEFICIT

Liabilities:

Accounts payable and accrued liabilities

Borrowings under line of credit

Advances from government agencies

Total liabilities :

Commitments and contingencies
Net deficit - unrestricted

Totals

~ See Notes to Financial Statements.

2005 2004
$25,514,840 $12,245 588
762,149 -

8,312,763 6,254,326
5,384,036 6,337,872
444,652 462,518
6,347,155 6,451,261
210,348 192,291
8,536,330 - 10,303,859
528,464 430,793
1,394,232 272719
7,434 $42.951,227
$35,103,352  $38,545,718
1,900,000 1,000,000
24224527 _ 5536729
61,227,879 45,082,447
3,792,910) _ (2,131,220
$57,434,969 $42.951,207



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2005 AND 2004

Revenue, grants and other support:

Government grants, service contracts, medical

reimbursement revenue:
New York State
New York City
Federal
Medicaid and other 3" party
Interest income
Other income
Nongovernment grants and contributions:
Foundations and private grants
General support contributions
Total revenue, grants and other support

Expenses:
Program services:
Reproductive health
HIV/STD
Nutrition
Child Health and Development
Emergency Preparedness
Training and Technical Assistance
Other miscellaneous programs
Total program services
Management and general
Fundraising and development
Total expenses

Change in unrestricted net deficit before minimum
pension liability adjustment

Minimum pension liability adjustment
Change in unrestricted net deficit
Net deficit, beginning of year

Net deficit, end of year

See Notes to Financial Statements.

2005 2004
$ 14,256,669 $ 14,430,252
138,965,107 137,619,635
31,692,150 33,564 465
14,487,065 15,186,807
31,713 59,209
1,240,036 1,513,081
817,397 1,620,517
345,503 206,014
201,835,640 _204.199.980
14,545,424 16,740,648
135,432,742  135,039.216
6,619,022 6,743,375
8,891,817 8,937,858
23,850,743 24,591,947
2,070,278 1,599,242
4,001,283 3,983,467
195,411,309 197,635,753
6,184,083 6,260,257
187,933 228,712
201,783,325 204,124,722
52,315 75,258
(1,714,005) __ (1,952,964)
(1,661,690)  (1,877,706)
(2,131,220) (253,514)

$ (3792910) § (2.131,220)
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2005 AND 2004

Operating activities:
Change in net deficit
Adjustments to reconcile change in net assets to

net cash provided by (used in) operating activities:

Noncash operating activities:
Change in minimum pension liability
Depreciation and amortization
Decrease (increase) in assets:
Grants receivable
Service reimbursements receivable, net
Supplies inventory
Advances to subcontractors
Deposits and other assets
Increase (decrease) in liabilities:
Accounts payable and accrued liabilities
Advances from government agencies

Net cash provided by (used in) operating activities

Investing activities:
Purchase of property and equipment
Change in certificates of deposit
Net cash used in investing activities

Financing activities:
Proceeds from line of credit
Repayments of line of credit
Net cash provided in financing activities
Net increase (decrease) cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

-Supplemental disclosure of cash flow data:

Interest paid

See Notes to Financial Statements.

2005 2004

$(1,661,690) $ (1,877,706)

1,952,964

1,714,005
185,346 191,216
(1,086,735)  (2,159,197)
104,106  (1,512,097)
(18,057) 63,590
1,767,529  (1,361,176)
(97,671) 459,767
(5,156,371) 3,533,665

18,687,798 (10,629,298)
14,438,260 (11,338,272)

(1,306,859)  (187,650)

(762,149) 43,337
(2,069,008) (144,313)

2,650,000 1,000,000

(1,750,000) _ (1,000,000)
900,000 -

13,269,252  (11,482,585)
12,245588 23,728,173

$25,514,840 $12.245588

$ 83146 $ 71,965



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 1 - Nature of organization:

Incorporated in November 1957, Medical and Health Research Association of New
York City, Inc. ("MHRA") is an independent nonprofit organization dedicated to
improving the health of New Yorkers using funds obtained by grant or contract from
Federal, state and city agencies and private foundations. MHRA currently has three
core areas of work: direct services (programs delivered directly to improve health
and/or social welfare); organizational services (services to assist other
organizations and programs such as grants management, capacity building and
provision of administrative services); and research and evaluation (studies in public
health, clinical practice and service delivery).

MHRA is classified as a 501(c)(3) organization and is exempt from Federal income
taxes under Section 501(a) of the Internal Revenue Code. Accordingly, no
provision for income taxes has been reflected in the accompanying financial
statements.

Note 2 - Summary of significant accounting policies:
Basis of presentation:
The accompanying financial statements have been prepared on the accrual basis
of accounting in conformity with accounting principles generally accepted in the
United States of America. :

Use of estimates:
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements, and revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Cash and cash equivalents:
Cash and cash equivalents include all cash balances and highly liquid
investments with a maturity of three months or less when acquired. MHRA places
its temporary cash investments with high credit quality financial institutions. At
times, such investments may exceed Federally insured limits.

Under provisions stipulated by certain of MHRA's funding agencies, cash
advances for program services are required to be held in separate accounts.
Cash maintained in these segregated accounts for the HIV Care, HIV Prevention,
and Housing Opportunities for Persons with AIDS (HOPWA) programs totaled
approximately $23,450,000 and $12,464,000 at December 31, 2005 and 2004,
respectively.



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 2 - Summary of significant accounting policies (continued):
Grants receivable:
Grants receivable are recognized to the extent of support earned in excess of
advances and payments received.

Supplies inventory:
Supplies inventory, consisting primarily of pharmaceuticals, are stated at cost
using the first-in, first-out method.

Property and equipment: '
MHRA capitalizes property and equipment valued at $5,000 or greater. Capital
assels are stated at cost at the date of acquisition or fair value at the date of
contribution, if donated. MHRA retains assets purchased with grantor restricted
funds, unless the grantor requests that such equipment be returned. |

Equipment is depreciated over its five year estimated useful life using the
straight-line method. Leasehold improvements are amortized over the shorter of
the lease term or the estimated useful life of the asset. Improvements on
premises having no lease are amortized over their estimated useful lives of five
years.

Advances to subcontractors:
Advances to subcontractors consist of advances MHRA has made to
subcontractors under various subcontractor agreements. The amounts advanced
are generally equal to 25 percent of the total grant award and will be offset
against expenses incurred by the subcontractor during the grant award year.
Unreimbursed allowable expenditures incurred by the subcontractors are
recorded as accounts payable prior to final settlement.

Advances from government agencies:
Advances from government agencies and all other sources are recorded as
deferred revenue when received and recorded as revenue in the period in which
the related services are rendered.

Net assets (net deficit):
MHRA's resources are classified and reported based on the existence or
absence of donor-imposed restrictions as follows:

Unrestricted - include expendable resources not subject to donor-imposed
restrictions.

Temporarily restricted - include resources subject to donor-imposed
restrictions that will be met either by actions of MHRA or the passage of time.

Permanently restricted - include resources subject to donor-imposed
stipulations, requiring that the principal be maintained in perpetuity, but permit
MHRA to expend part or all of the income and gains derived therefrom.



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 2 - Summary of significant accounting policies (concluded):
Net assets (net deficit) (concluded):
As of December 31, 2005 and 2004, MHRA had no temporarily restricted or
permanently restricted net assets.

Contributions:
MHRA records contributions of cash and other assets when an unconditional
promise to give is received from a donor. Contributions are recorded at the fair
market value of the assets received and are classified as either unrestricted,
temporarily restricted or permanently restricted support depending on the
existence of any donor restrictions.

Contributions of noncash assets are recorded at their fair value in the period
received.

Government grants, service contracts and medical reimbursement revenue:
The terms under which government grants are awarded provide for
reimbursement of budgeted expenditures within the grant period. Funds are
received in either predetermined installments or in increments based upon
estimated or actual expenditures for the period. Upon termination, unexpended
funds received are returnable to the grantor. Accordingly, grant income under
these awards is recognized in amounts equal to budgeted expenditures incurred.

Any deficiency or excess of receipts under or over budgeted expenditures.
incurred is reported in the financial statements under the appropriate captions
"Grants receivable" or "Advances from government agencies".

Service contract revenue and medical reimbursement revenue are recognized at
the time the contractual service is delivered.

Reclassifications:
Certain amounts in the 2004 financial statements have been reclassified to
conform to the 2005 presentation.

Note 3 - Property and equipment:
Property and equipment consists of the following:

2005 2004
Leasehold improvements $ 2,126,593 $1,954,071
Equipment, furniture and fixtures 7,792,626 7,702,971
Construction in progress 1,044,682

10,963,901 9,657,042
Less accumulated depreciation and amortization 9,569,669 9,384,323

Totals $ 1,394232 §$ 272719

10



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 4 - Pension plans:

MHRA has a defined benefit pension plan covering certain employees that
complete 1,000 hours of service for each of the five years required to vest. In 2005
and 2004, all of the plan's assets were managed by State Street Bank & Trust
Company ("State Street"), Pictet Asset Management, Ltd., and STI Classic Funds
and consisted primarily of equity, bond and money market accounts, which are
valued based on quoted market values. State Street is the custodian for all plan
funds. The plan calls for benefits to be paid to eligible employees at retirement
based primarily on years of service and average salary, as defined.

Plan valuation for funding purposes and for financial reporting purposes is prepared
using the required projected unit credit method. MHRA's policy is to fund the
pension expenses determined by projected unit credit method, subject to the
Internal Revenue Service funding limitation rules.

MHRA's independent actuary has determined that under the provisions for defined
benefit plan valuations of the Employee Retirement Income Security Act ("ERISA"),
which govern MHRA's Internal Revenue Service funding rules of the plan, the
actuarial value of the plan’'s assets exceed the actuarial accrued liability (based on
ERISA valuation) by more than $250,000. Accordingly, there is no minimum
contribution required for the 2006 plan year. However, MHRA expects to contribute
$1,150,000 to the plan in the year ending December 31, 2006.

The following table sets forth MHRA's funded status and additional minimum
liabilities of the pension plan as of December 31, 2005 and 2004:

2005 2004

Accumulated benefit obligation $42.356,427 $39.854,395

Benefit obligation $47,267,175 $45,130,295

- Fair value of plan assets 33.614.494 32,477,409

Funded status (13,652,681) (12,652,886)

Unrecognized net actuarial loss 13,559,064 12,572,890

Unrecognized prior service cost (491,780) (555,160)
Accrued liability (included in accounts payable

and accrued expenses) $ (585.397) $ (635,156)

Minimum liability $ 8493466 $ 6.741.830

An additional minimum liability is required to be reflected in the financial statements
since the accumulated benefit obligation exceeds the fair value of the pension
plan's assets at December 31, 2005 and 2004. The additional minimum liability is
included in accounts payable and accrued liabilities.

11



MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 4 - Pension plans (continued):
The following table provides weighted average assumptions and certain other

information:
2005 2004
Weighted average assumptions:
Discount rate 6.00% 6.00%
Expected return on plan assets 8.00 8.00
Rate of compensation increase 4.70 5.20
Other information:
Benefit payments $1,850,720  $1,729,519
Benefits costs 1,495,274 965,509
Employer contribution 1,148,769 1,114,118

The pension plan for MHRA asset allocations at December 31, 2005 and 2004, by
asset category, are as follows:

, 2005 2004
Equity securities 64.88% 64.94%
Debt securities 34.74 35.06
Cash .38
Totals 100.00% 100.00%

The plan’s assets are invested with the objective of being able to meet current and
future benefit payment needs while controlling pension expenses volatility and future
contributions. Plan assets are diversified among U.S. equities, international equities
and U.S. fixed income investments.

Estimated future benefit payments reflecting expected future service for each of the
five years subsequent to December 31, 2005 and in the aggregate for the five years
thereafter are as follows:

Year Ending

December 31, Amount
2006 $ 1,953,517
2007 1,986,107
2008 2,052,662
2009 2,196,201
2010 2,335,328
2011-2015 14,503,041

In an effort to help stabilize future pension costs, MHRA has enlisted the services of a
pension consulting firm to study the range of pension delivery options available for
MHRA's employees. Based on the results of the study and careful evaluation of the
various options, MHRA has developed a plan for restructuring pension benefits.
Under the restructuring, MHRA's management intends to propose freezing the
existing defined benefit plan as of December 31, 2006, and implement a new defined
contribution plan effective January 1, 2007. Such restructuring of pension benefits
requires approval of the Board of Directors. The effects on the financial statements
resulting from such curtailment are under review and have not been finalized.
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 4 - Pension plans (concluded):
Effective July 2000, MHRA also adopted a 403(b) Thrift Plan for all employees.
MHRA made no contributions to the Thrift Plan in 2005 and 2004. All of the Thrift
Plan's assets, which totaled $1,1 23,260 on December 31, 2005, are administered
by Mutual of America Life Insurance Company.

Effective April 7, 2003, MHRA adopted a 457(b) Deferred Compensation Plan for
highly compensated employees. All contributions to the Plan are made by the
employees. All of the plan's assets, which totaled $102,664 on December 31, 2005,
are administered by TIAA-CREF,

Note 5 - Contingencies:
Grant awards received from governmental agencies provide grantors the right to
audit transactions charged to projects and services rendered by MHRA with right of
reimbursement. In the opinion of management, no material liability exists in
connection with any such audits that could affect the financial statements.

In the normal course of its operations, MHRA is a defendant or co-defendant in
various legal proceedings. While the ultimate outcome of such proceedings cannot
be determined, management does not expect the resolution of such actions to have
a material adverse effect on MHRA's financial position.

Note 6 - Lease commitments:
MHRA holds thirty-one operating lease commitments (five for administrative offices
and twenty-six for project services.) The following is a yearly schedule of future
minimum rental commitments under these leases:

Year Ending
December 31, Amount
2006 $ 4,010,434
2007 4,468,816
2008 4,063,137
2009 3,386,475
2010 3,321,829
Thereafter 32,937,792
Total $52,188.483

MHRA anticipates that as leases expire new leases will be entered into at rentals
which are not less than those previously paid for the equivalent facilities. Rent
expense totaled approximately $3,910,000 and $3,750,000 in 2005 and 2004,
respectively.
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO FINANCIAL STATEMENTS

Note 7 - Line of credit:
At December 31, 2005 and 2004, MHRA had a $3 million line of credit with a
financial institution. Interest is charged at the prime rate, which was 7.25% at
December 31, 2005. The line of credit had outstanding balances of $1,900,000 and
$1,000,000 at December 31, 2005 and 2004, respectively. The line, which was
increased to $4 million in 2006, expires on December 1, 2006 and is collateralized
by MHRA's receivables.

Note 8 - Early Intervention Program deficit:
Since the inception of its operations as a fee-for-service program in 1993, the Early
Intervention Program has operated at a cumulative deficit of $1,856,213 through
December 31, 2005. Such deficit has been funded with MHRA's unrestricted funds.

Note 9 - Related party transactions:

As a major player in New York City's public health arena, MHRA seeks and obtains
Director candidates from a wide range of hospitals, universities and other New York
City area organizations that provide health services or are otherwise connected to
the public health field. In addition, Article 1, Sections 2 and 4 of MHRA's by-laws
mandate the appointment of three local public health officials as ex-officio
Directors; the Commissioner of the New York City Department of Health, the
President of the New York City Health & Hospitals Corporation, and the Chief
Medical Examiner of the City of New York. Together, all of these individuals bring
indispensable skills and expertise to MHRA's Board of Directors. However, due to
the broad scope of services MHRA provides, MHRA has business arrangements
with certain public agencies and private organizations where the ex-officio Directors
and certain other Directors are agency heads or key employees. The total amount
contracted with such agencies and organizations approximates $150 million.
Contracts with local government agencies are awarded in accordance with rigorous
government procurement regulations. The award of contracts to Director and ex-
officio Director-affiliated organizations comply with MHRA's purchasing pro-
cedures; Directors and ex-officio Directors play no role in the process in either their
organizational or directorship capacities. Management believes that MHRA is in full
‘compliance with its comprehensive conflict of interest policy.

Note 10- Unrestricted net assets (net deficit): ‘
At December 31, 2005 and 2004, unrestricted net assets (net deficit) is comprised

as follows:
2005 2004
From operations, other than the minimum pension
liability adjustment $ 4,700,556 $ 4,610,610
Minimum pension liability adjustment (8,493,466) _(6.741.830)

Totals $(3.792,910) $(2.131,220)
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

Federal Grantor/Pass-through Grantor

U.S. Department of Health and Human Services:

Direct Awards:
AlIRA/Healthy People 2010
Emergency Preparedness
Title X
Behavioral Science Training
HIV Prevention Training Center
Mental Health Screening
Pacts/Hope
ASQ Building Blocks
CITA

Pass-Through from New York City
Department of Health:
Ryan White HIV Care Services
HIV Prevention
Laboratory Info Mgmt. System
Infertility Prevention

Pass-Through from New York State
Department of Health:
Bushwick BrightStart-Healthy

Families (TANF)

MIC-Women's Health Service (TANF)
Health Insurance Enrollment
MIC-Women's Health Service (MCH)
Safe Start
SIDS Info Counseling

Pass-Through from Health Research, Inc.:
HIV Perinatal Prevention
Asthma Supplement

Pass-Through from Columbia University:
MIT/MIRAD

Pass-Through from New York School of
Medicine:
BELLE

Pass-Through from New Jersey Family
Planning League:
Title X - FPAR Readiness

Total U.S. Department of Health
and Human Services

15

Federal
CFDA
Number

Pass-through
Entity
Identifying
Number

93.185
93.283
93.217
93.278
93.978
93.110
93.118
93.865
93.939

93.914
93.940
97.008
93.977

93.558
93.558
93.767
93.994
93.994
93.994

93.940
93.283

93.943

93.865

93.217

6H89HA090015
U62/CCU202054
U62/CCU202054
05SD72201R0X00

C022619
C014708
C018504
C014708
C019039
30513

001169-05
001486-01

U64/CCU217724-

05

1RO01HDO

FPHPA20394-
29-4

Federal
Awards

Expenditures

$ 719,273

23,944,910
3,969,176
1,100,133

653,242
168,513
151,931
239,809
125,962

113,836,509
9,583,804
792,317
403,689

712,891
629,768
525,212
2,093,328
144,591
198,364

43,856
57,321

9,525

55,716

8,700

160,168,540




MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

Pass-through

Federal Entity Federal
CFDA Identifying Awards
Federal Grantor/Pass-through Grantor Number Number Expenditures

U.S. Department of Agriculture:
Pass-Through from New York State Department

of Health:
Women, Infants and Children Supplemental
Food Program 10.557 C019359 $ 6,840,597
Women, Infants and Children Vendor Con-
solidation Program 10.557 C019398 587,590
Total U.S. Department of Agriculture 7,428,187

U.S. Department of Labor:
Pass-Through from New York State Depart-
ment of Labor:

Fatal Occupational Injuries 17.005 C010537 71,808
Total U.S. Department of Labor 71,808
Total expenditures of Federal awards 167,668.53

See Notes to Schedule of Expenditures of Federal Awards.
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1 - Basis of presentation:

The accompanying schedule of expenditures of Federal awards includes the
Federal grant expenditures of MHRA for the year ended December 31, 2005 and is
presented on the accrual basis of accounting. The information in the schedule is
presented in accordance with the requirements of OMB Circular A-133, "Audits of
States, Local Governments and Nonprofit Organizations." Therefore, some
accounts presented in the schedule may differ from amounts presented in, or used
in, the preparation of the basic financial statements. The schedule of expenditures
of Federal awards does not include Women, Infants and Children (the "WIC")
vouchers redeemed totaling approximately $37 million as MHRA acts only as an
agent for these transactions.

Note 2 - Subrecipients:
Of the expenditures of Federal awards presented on the schedule, MHRA provided
Federal awards to subrecipients as follows:

Federal CFDA Amount Provided

Program Title Number to Subrecipients

Ryan White HIV Care Services 93.914 $105,384,986
HIV Prevention 93.940 7,382,491
Emergency Preparedness 93.283 14,071,312
Title X 93.217 1,498,136
Pacts/Hope 93.118 20,302
AIRA/Healthy People 2010 93.185 275,367
Bushwick BrightStart - Healthy Families '

(TANF) 93.558 216,401
Title X - FPAR Readiness 93.217 8,700
Infertility prevention 93.977 205,413

Total $129.063,108
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Your Source for Business Solutions™ Accountants & Consultants
888-JHCOHN-1 « fax 888-JHC-FAX-1 « www.jhcohn.com
Report of Independent Public Accountants on Internal Control over Financial

Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

To the Board of Directors
Medical and Health Research Association of New York City, Inc.

We have audited the financial statements of Medical and Health Research Association of New
York City, Inc. ("MHRA") as of and for the year ended December 31, 2005, and have issued our
report thereon dated August 31, 2006. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered MHRA's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether MHRA's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the audit committee, management,
Federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

PUCL 110

New York, New York
August 31, 2006
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Your Source for Business Solutions™ Accountants & Consultants

888-JHCOHN-1 « fax 888-JHC-FAX-1 » www.jhcohn.com

Report of Independent Public Accountants on Compliance with
Requirements Applicable to Each Major Program and on Internal

Control over Compiliance in Accordance with Federal OMB Circular A-133

To the Board of Directors
Medical and Health Research Association of New York City, Inc.

Compliance

We have audited the compliance of Medical and Health Research Association of New York City,
Inc. ("MHRA") with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major governmental financial assistance programs for the year ended December 31,
2005. MHRA's major governmental financial assistance programs are identified in the summary
of audit results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grant agreements
applicable to each of its major governmental financial assistance programs is the responsibility of
MHRA's management. Our responsibility is to express an opinion on MHRA's compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States: and
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major governmental financial
assistance program occurred. An audit includes examining, on a test basis, evidence about
MHRA's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on MHRA's compliance
with those requirements.

In our opinion, MHRA complied, in all material respects, with the requirements referred to above
that are applicable to each of its major governmental financial assistance programs for the year
ended December 31, 2005. However, the results of our auditing procedures disclosed instances
of noncompliance with those requirements which are required to be reported in accordance with
OMB Circular A-133 and which are described in the accompanying schedule of findings and
questions costs as item 2005-01.
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Internal Control Over Compliance

The management of MHRA is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grant
agreements applicable to its governmental financial assistance programs. In planning and
performing our audit, we considered MHRA's internal control over compliance with
requirements that could have a direct and material effect on a major governmental financial
assistance program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grant agreements caused by error or fraud that
would be material in relation to a major governmental financial assistance program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management,

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

AUCL 140

New York, New York
August 31, 2006
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2005

A. Summary of Audit Results:

1.

The auditors' report expresses an unqualified opinion on the financial statements of
Medical and Health Research Association of New York City, Inc.

No material weaknesses or reportable conditions were identified during the audit of the
financial statements.

No instances of noncompliance material to the financial statements of Medical and
Health Research Association of New York City, Inc. were disclosed during the audit.

No material weaknesses or reportable conditions were identified during the audit of its
major governmental financial assistance programs.

The auditors' report on compliance for its major governmental financial assistance
programs for Medical and Health Research Association of New York City, Inc. expresses
an unqualified opinion.

Findings relative to the major governmental financial assistance programs for Medical
and Health Research Association of New York City, Inc. are described in Section "C"
below.

The programs tested as major programs included:

Federal

CFDA

Number Amount
Ryan White HIV Care Services 93914  $113,836,509
Emergency Preparedness 93.283 24,002,231
Title X 98.217 3,977,876
HIV Prevention 93.940 9,627,660
Women, Infants and Children Supplemental Food

Program 10.557 7,428,187

The threshold for distinguishing Type A governmental financial assistance programs was
$3 million.

Medical and Health Research Association of New York City, Inc. was determined to be a
low-risk auditee.

B. Findings - Financial Statements Audit:

None.
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2005

C. Findings and Questioned Costs:

ltem 2005-01:

U.S. Department of Health and Human Services
Title X, CFDA 93.217

Criteria:

MHRA's MIC Program charges fees for services provided based upon Federal poverty
guidelines. This income may be used in one of three methods; deducted from outlays, added
to the project budget or used to meet matching requirements.

Condition:
We selected 20 files for test work to determine if there is current income and family size
documentation and that the amount charged to the patient was in accordance with Federal
poverty guidelines. We noted the following:

1 file could not be located

4 files did not contain current income documentation for the patient

4 patients paid amounts that were different from the fee schedule

Recommendation:

We recommend that all patient files be kept in a secure location where they can easily be
retrieved when needed, current income and family size documentation is obtained from all
patients serviced, and that the amounts charged to patients are in accordance with the current
fee schedule.

Management's Response:

MHRA agrees with this finding and recommendation. MIC-Women's Health Services has
taken steps to insure improved compliance with Federal and state income and documentation
standards. Our existing procedure requires that, at the end of each day, all case files be
stored in locked medical records rooms that have been established for that purpose. In
addition, we have redrafted our self-pay fee policy to address the audit's findings and
incorporate recent Title X and New York State policy changes that now permit clients to
provide estimates or self-declarations of income and family size in lieu of formal
documentation. The updated policy reemphasizes the importance of insuring that all
documentation is maintained in the client's medical records, informs staff that self-declarations
must be obtained when the client cannot produce standard income verification documents,
and requires that files be returned in their entirety to the secure location at the end of each
business day. We have also introduced a new income scale form that must be attached to the
file. The form has a specific check-off that staff must use to indicate that the patient's income
was matched to scale, and instructs staff not to accept any other amount in payment. We plan
to follow-up the introduction of the revised procedure with a retraining of all management and
clerical staff, including competency testing.
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MEDICAL AND HEALTH RESEARCH ASSOCIATION OF NEW YORK CITY, INC.

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2005

C. Findings and Questioned Costs:
Item 2004-01:
Finding:
There was a check not supported by two authorized signatures.

Recommendation:

Management should strengthen its procedures to ensure that the checks over $10,000 must
have two authorized signatures. Reviewing the checks on a regular basis is essential in
detecting errors, either by the bank or the organization, and is a key control in ensuring the
propriety of cash disbursements.

Current Year Status:

Resolved.

ltem 2003-01:

Finding:

Ryan White HIV Care Services (CFDA 93.914) and Pacts/Hope (CFDA 93.188) - there was
no after-the-fact effort report or confirmations to reflect the actual activity of each employee

whose compensation is charged, in whole or in part, directly to awards.

Recommendation:

Management should obtain after-the-fact effort reports and/or confirmations of time and
effort allocated to grants and contracts directly from employees or supervisory personnel,
as appropriate.

Current Year Status:

Resolved - an effort reporting system was put in place.
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