Top Notes for American Baptist Estates, dba Terraces of Phoenix Form 990
Fiscal Year Ended September 30, 2016
Filed on 2015 Tax Forms

These top notes are to be read in conjunction with the Form 990 for American Baptist Estates dba
Terraces of Phoenix (TOP). Following these top notes is an organization chart for Human Good that is
highlighted to show TOP’s relationship to the affiliated group. Cornerstone is the sole member of TOP.
ABHOW'’s affiliation with Southern California Presbyterian Homes (SCPH) became effective May 1, 2016.
Separate returns are prepared for SCPH; however, because of the affiliate relationship and shared
management team, more affiliates are disclosed on each return.

The Form 990 is a very difficult format in which to describe the entire organizational structure of TOP, its
parent, Cornerstone and other affiliated entities. The forms must be submitted electronically and the
software supporting form submittal often orders information in an illogical manner.

The following comments will hopefully assist readers in understanding the various forms that comprise
the tax filing.

Form 990 Parts | and Il
Form 990 is prepared on 2015 forms for the fiscal year that ended September 30, 2016. When a fiscal
year is not a calendar year, the forms required are the year the fiscal year begins. In the case of TOP,

the fiscal year began October 1, 2015, thus 2015 forms are used.

Form 990 Part IV
This part asks 38 questions which if answered “yes” often trigger a requirement to provide additional

information through supplemental schedules.

Question 10 in this section asks about quasi-endowment funds. While TOP does not hold quasi-
endowment funds, an affiliate of ABHOW, American Baptist Homes Foundation of the West does and
that is disclosed in the Foundation Form 990.

Question 12 asks if the legal entity TOP obtained its own separate audit. TOP has obtained its own
separate audit and it is also included in the compilation of HumanGood.

Question 23 requires the preparation of a supplemental compensation Schedule J if there are any TOP
employees being paid over $150,000. In addition, the supplemental scheduled is required if any officers
of TOP are employed by a related organization. As a result, ABHOW employees that serve in this
capacity are disclosed, even though their compensation is paid by ABHOW, not TOP.



Question 34 requires the disclosure of affiliated entities on a supplemental Schedule R. The manner in
which affiliates are required to be disclosed is awkward and we believe affiliates are better presented in
an organizational chart format following these top notes.

Form 990 Part V
This part makes inquiries about other IRS filings and tax compliance. TOP is in compliance with tax

regulations.

Form 990 Part VI
This part makes inquiries about governance and other policies. Most of this information is provided on

supplemental Schedule O.

Form 990 Part VI
This part includes compensation disclosure information which is also included in more detail on

Schedule J. This schedule is required to be prepared on a calendar year basis. As such, it will not be
consistent with the audited financial statements prepared on a fiscal year basis. The information
presented is for the calendar year 2015.

Form 990 Parts VIII, IX and X
These parts of the Form 990 are the core financial statements in a little different format from the annual
audit.

Schedule A
This schedule calculates a public support percentage to support TOP’s public charity status. Since
service revenue is the vast majority of TOP’s revenue, this is not an issue.

Schedule B

Schedule of contributors is not required to be filed with the Form 990 publically due to confidentiality
issues. Contributions to support TOP are primarily received through the Foundation. The only
contributions reflected on this form are the distributions from the Foundation endowment funds to
support TOP.

Schedule D
This schedule provides additional disclosure for selected balance sheet accounts for the legal entity.

Schedule J

This schedule provides additional compensation information. This schedule is included in many of
ABHOW affiliates returns as well. It is important to note that compensation paid by the organization is
listed on line (i) for each individual or if it is paid by an affiliated organization, it is listed on line (ii). In
addition, all individuals listed on Schedule J participate in a non-qualified deferred compensation 457(f)



plan. In the year that participants turn 65, material amounts of one time compensation will be reported
in the Schedule J.

Effective May 1, 2016, SCPH became a related organization, and John Cochrane and Dan Ogus became
officers of the affiliated organization. The compensation reported for John Cochrane and Dan Ogus as
paid by an affiliated organization is for calendar year 2015, as required by the IRS, even though they
were not associated with the organization at that time. While management team members are paid by
one legal entity, the related costs are aggregated and allocated on an equitable basis to affiliated
entities.

Schedule K
This schedule details compliance areas that are significant regarding maintaining the tax exempt status
of TOP’s debt. Outside expertise was engaged to assist in determining the adequacy of the disclosures.

Schedule O
Contains supplemental disclosures required by other forms and Schedules. The order of the disclosures
is awkward and is determined by the tax return software used by TOP’s tax advisor.

Schedule R

This schedule details related organizations in a different format than the attached organization chart. In
addition, Part V of the form identifies transactions with related organizations.

Additional Disclosure

TOP audited financial statements are available upon request from Pamela Claassen, CFO, at (925) 924-
7117.
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