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1. DESCRIPTION OF ORGANIZATION AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

The New York State Public Employees Federation (PEF) is
affiliated with the American Federation of Teachers (AFT) and
the Service Employees International Union (SEIU). It is a self-
governing unit representing predominantly the professional,
scientific and technical employees of the State of New York.  The
majority of revenues are from membership dues and agency
shop fees.

The consolidated financial statements include the accounts of
PEF and its subsidiaries, and PEF Land Holding Corporation.
The accounts of PEF include a general fund, a political action
fund, a Committee on Political Education (COPE) fund and a
plant fund. PEF Land Holding Corporation is a not-for-profit
corporation formed to hold title to the land and office building
used to house PEF’s headquarters. All material interfund
accounts and transactions between the entities have been
eliminated in arriving at the consolidated totals.

PEF and its subsidiaries adhere to U.S. generally accepted
accounting principles as described in the American Institute of
Certified Public Accountants (AICPA) Industry Audit and
Accounting Guide, Not-for-Profit Organizations. Net assets,
revenue, expenses, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. Changes in
unrestricted net assets include certain contributions whose

donor imposed restrictions are met during the fiscal year. When
a donor restriction expires, that is, when a stipulated time
restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted
net assets and are reported in the consolidated statement of
activities as net assets released from restrictions.

Income Taxes

PEF is a labor union exempt from federal income tax under
Section 501(c)(5) of the Internal Revenue Code (the Code).
However, under Section 527 of the Code, PEF's investment
income from the Political Action Fund is subject to tax. PEF
Land Holding Corporation is a title holding corporation and is
exempt from federal income tax under Section 501(c)(2) of the
Code.

Cash Equivalents

For purposes of the statement of cash flows, PEF considers all
highly liquid investments with an initial maturity of three
months or less to be cash equivalents.

Investment Securities

PEF follows the provisions of Statement of Financial Accounting
Standards (SFAS) No. 124, Accounting for Certain Investments
Held by Not-for-Profit Organizations.  Under the provisions of
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SFAS No. 124, investments in equity securities and debt
securities (see Note 3) are valued at their fair value based on
readily determinable quoted market prices. Realized gains and
losses from the sale of securities are recognized on the trade date
and are calculated based on market value.

The net change in unrealized appreciation (depreciation) from the
beginning of the year to the end of the year is included in net
unrealized and realized gains (losses) in the consolidated
statements of activities. Interest income is recognized as earned.

Property, Plant and Equipment and Depreciation

Property, plant and equipment are stated at cost less
accumulated depreciation. Depreciation is provided for in
amounts sufficient to relate the cost of depreciable assets to
operations using the straight-line method over the following
estimated useful lives:

Years

Building and improvements 31.5
Furniture, fixtures and equipment 3-10
Automobiles 3-10
Computer equipment 3-10

Maintenance and repairs are charged to operations when
incurred; betterments and renewals are capitalized. When
property, plant and equipment are sold or otherwise disposed of,
the asset account and related accumulated depreciation are
relieved and any gain or loss is included in operations.

Use of Estimates

Management uses estimates and assumptions in preparing
financial statements. Those estimates and assumptions affect the
reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities and the
reported revenues and expenses. Actual results could
differ from those estimates.

Board Designated Net Assets

Board designated net assets represents funds
earmarked by the PEF Executive Board for funding
new contract campaigns, member mobilization or
political action. Any use of these funds outside of
these designations requires approval by at least
three-quarters of the Executive Board.

Bad Debts

PEF uses the direct write-off method of accounting
for bad debts. Management believes that any
allowance would be immaterial.

2. NET MEMBERSHIP DUES AND AGENCY SHOP
FEES

Membership Dues and Agency Shop Fees

Revenue is comprised of membership dues paid by
members of PEF and agency shop fees paid by those
employees who are members of the bargaining unit
but not of PEF. Dues income is recognized based
upon the pay period for which members' salaries are
paid by the State of New York. The biweekly dues and
fees are calculated based on .9% of a member's
annual compensation for the years ended March 31,
2005 and 2004, respectively.

Divisional Distributions

Divisional distributions represent allocations to local
organizations of PEF members. Each division was paid $6.03 per

member up to 200 members and $4.82 for each member in
excess of 200, in each calendar quarter for the years ended
March 31, 2005 and 2004.
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Per Capita Taxes

PEF is required to pay per capita taxes on a monthly basis to
AFT and SEIU as a result of its affiliation with these
organizations. Per capita taxes are presented net of the AFT
constitutional rebates of $250,627 and $264,168 for the years
ended March 31, 2005 and 2004, respectively.

Affiliation Dues

Affiliation dues are amounts paid by PEF to participate with
other labor organizations in various labor councils in New York
State.

3. INVESTMENT SECURITIES

Investment securities are carried at fair value and consist of the
following:

2005 2004
Cost Fair Value Cost Fair Value

U.S. Treasury notes 
and bills $1,489,069 $1,806,606 $1,237,008 $1,357,561

Federal agency issues 1,458,530 1,148,274 1,705,220 1,772,289

U.S. Treasury zero
coupon bonds 19,597 20,061 19,597 20,229

GNMA Pass-thru 
securities 159,409 162,373 161,384 170,441

Corporate bonds     113,059     118,784     113,059     126,033

Total $3,239,664 $3,256,098 $3,236,268 $3,446,553____________ ___________ ___________ ___________

Net realized gains (losses) for the years ended March 31, 2005
and 2004 were $(15,714) and $42,099, respectively. Net
unrealized losses for the years ended March 31, 2005 and 2004
were $(150,628) and $(109,663), respectively.

4.    POLITICAL ACTION FUND

PEF maintains a Political Action Fund (the Fund) from
which political contributions are disbursed.
Contributions are approved by PEF's Executive Board
and funded from PEF's unrestricted net assets. The
Fund is administered within PEF by the Legislative
Department, which is also responsible for other
lobbying activities. For the years ended March 31, 2005
and 2004, the Legislative Department has allocated
$1,164,096 and $1,172,098 from unrestricted net
assets for its operations, including political
contributions. During the years ended March 31, 2005
and 2004, $889,096 and $897,099 was allocated for
Legislative Department operations.  For the years ended
March 31, 2005 and 2004, expenses were less than the
allocation by approximately $275,000. At March 31,
2005 and 2004, the amount due from the general fund
was $673,949.

5.    PENSION FUND

Substantially all employees of PEF are eligible to
participate in the Affiliates' Officers and Employees
Pension Fund of SEIU (the Pension Fund). The Pension
Fund is a defined benefit multi-employer pension plan.
Total pension expense was $1,071,416 and $997,726
for the years ended March 31, 2005 and 2004,
respectively. These amounts are based upon a
contribution rate of 14% of total eligible employee
compensation. Actuarial and plan asset data relating to
employees of PEF is not available.

6.    LEASES

PEF has entered into a variety of leases, primarily for
the use of office space and equipment, which are
accounted for as operating leases. In addition, PEF has
certain office and computer equipment leases that are
accounted for as capital leases. Included within
"furniture, fixtures and equipment" is equipment held
under capital leases with a cost basis of $638,871, and
accumulated amortization of $122,732 and $45,376 at
March 31, 2005 and 2004, respectively.  Future
minimum payments under all noncancelable leases
having initial terms in excess of one year at March 31,
2005 consist of the following:

Capital Operating
Leases Leases

2006 $ 220,512 $  609,636
2007 220,512 586,932
2008 220,512 534,194
2009 220,514 503,167
2010            —     480,502
Total 882,050 $2,714,431___________

Less amounts representing 
interest __356,040
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Present Value of Net 
Minimum Lease Payments 526,010

Less current maturities of 
capital lease obligations ___82,590

Capital Lease Obligations, 
net of current maturities $ 443,420__________

Total rental expense related to operating leases was
$603,181 and $591,011 for the years ended March 31,
2005 and 2004, respectively. Lease agreements
frequently include renewal options and require PEF to
pay utilities, taxes, insurance and maintenance.
Additionally, PEF, as lessor, leases certain office space
in its main office building. Future minimum rental
payments receivable by year, under a noncancellable
operating lease and sublease for the next three years,
consist of the following at March 31, 2005:

2006 31,932
2007 31,932
2008    31,932

Total $ 95,796_________

7. LITIGATION

Under an arbitration award rendered in May 1985,
PEF was ordered to pay New York State United
Teachers/ American Federation of Teachers (AFT) in
excess of $9 million in back per capita taxes for the
period March 1983 through May 1985. During fiscal
1988, a State Supreme Court decision vacated the
award in its entirety. However, AFT subsequently
appealed the decision and, in May 1989, the Appellate
Division reversed the lower court decision, thereby
awarding AFT approximately $9.2 million of back per
capita taxes. In 1989, PEF attempted to appeal the
decision of the Appellate Division.

On March 27, 1990, the Court of Appeals denied PEF’s
motion and reaffirmed the judgment to AFT of
approximately $9.2 million for per capita taxes.
During the fiscal year ending March 31, 1991, AFT
made a motion to the State Supreme Court to be
awarded prejudgment date interest. In June 1991, the
State Supreme Court granted AFT’s motion for
prejudgment date interest. Interest on the outstanding balance
accrues at the rate of 9% annually. Each year since 1991, AFT
has unilaterally forgiven one twentieth of the total outstanding
principal balance and the annual accrued interest amount.

AFT has not sought enforcement of the judgment in the past,
but rather, as noted, has forgiven a portion of the indebtedness
and interest. It is not possible to predict whether AFT will seek
to enforce the judgment in the future.  Accordingly, PEF has
reported a liability of $4.9 million, which represents the
judgment amount plus accrued interest at 9% per annum from
the arbitration dates less amounts previously forgiven.

PEF has been named as a defendant in several other lawsuits
and claims.  While the ultimate outcome of these actions cannot
be predicted at this time, it is the opinion of management that
the disposition of these lawsuits and claims will not have a
material adverse effect on the financial position of PEF.

8. RELATED ORGANIZATIONS

PEF is affiliated with the following:

Public Employees Federation Membership Benefits Program

This trust was established to provide PEF members the

opportunity to obtain various insurance and other benefits at
group rates.  This program is outside the operations of PEF and
is not included within the accompanying consolidated financial
statements. PEF is not responsible for the debts of the
Membership Benefits Program and any remaining assets upon
termination of the program revert to the participating members
and not to PEF.

PEF incurs costs on behalf of the program, which are billed
back to the Membership Benefits Program.  Included in other
receivables at March 31, 2005 and 2004 are (payables) and
receivables from the program for $(75,358) and $142,409,
respectively. The Membership Benefits Program occupies space
in PEF’s headquarters under a 20-year lease with PEF requiring
minimum annual payments of $31,932 plus the proportionate
share of taxes, utilities and common area costs.

Retirees’ Fund

The Fund was established to provide various services, such as
continuing insurance and seminars, to retired PEF members.
This Fund is outside the operations and control of PEF and is
not included within the accompanying consolidated financial
statements. PEF incurs various costs for payroll, benefits and
office expenses on behalf of the Retirees’ Fund, which it bills
back to the Fund. Included in other receivables at March 31,
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2005 and 2004 are receivables from the Fund for $61,483 and
$66,702, respectively.

9.  FUNCTIONAL EXPENSES

PEF’s expenses by functional activity were as follows:
2005 2004

Membership services $ 11,280,717 $ 11,190,403
Administration and support 4,142,399 3,431,350
Grants and contracts activities 335,025 222,044
Labor management activities 3,039,154 3,861,040
Legislative and political action _ 1,347,495 1,091,225

Total $20,144,790 $19,796,062_____________ _____________

10.  TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at March 31, 2005 and 2004
are available for the following purposes:

2005 2004
COPE:
Political contributions $219,227 $221,398__________ _________

11.  CHANGES IN TEMPORARILY RESTRICTED NET ASSETS

2005 2004
COPE:
Contributions received with 

donor restrictions $  97,542 $96,493__________ ________

Interest earned that has 
been restricted $    2,965 $  2,486__________ ________

Net assets released from donor 
restrictions by incurring expenses 
satisfying the restricted purposes $102,678 $64,000__________ ________

12.  CONCENTRATION OF CREDIT RISK

At March 31, 2005, PEF’s concentration of credit risk
consists of cash deposited in financial institutions in excess
of federally insured limits. The amount subject to credit risk
is approximately $5.4 million.

13.  ACCRUED POST-RETIREMENT BENEFITS

R e t i red PEF employees can convert unused sick leave to
cash for the purpose of paying health insurance benefits.
To be eligible, retiring employees must meet one of the thre e
following criteria:  sixty-five years of age and three years of
service; fifty-five years of age and 10 years of service; or age
fifty and 30 years of service. PEF recognizes the cost of
p roviding post-re t i rement health insurance benefits by
estimating the accumulated post-re t i rement benefit. It is at
least reasonably possible that this significant estimate will
change within the next year.

The estimated accumulated post-re t i rement benefit
obligation at March 31, 2005 and 2004 was $2,543,108 and
$2,278,249, respectively. The post-re t i rement expense for the
years ended March 31, 2005 and 2004 was appro x i m a t e l y
$267,000 and $111,000, respectively and is included in
salary and benefit expenses.

14.  SELF-INSURANCE PLAN

PEF provides health insurance benefits utilizing a self-
funded plan that covers substantially all full-time employees.
The liability for claims incurred and claims incurred but not

reported was approximately $75,000 for both years ended
M a rch 31, 2005 and 2004.

PEF has purchased individual risk and excess risk stop-loss
insurance to limit its exposure to claims in excess of
specified amounts.


