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INDEPENDENT AUDITORS’ REPORT 
 
 
 
To the Partners of 
PWA Patrick Henry Corporate Center, LP 
Pittsburgh, Pennsylvania 
 
 
We have audited the accompanying financial statements of PWA Patrick Henry Corporate Center, LP (a 
limited partnership), which comprise the balance sheet as of December 31, 2016, the related statements 
of operations, changes in partners’ capital, and cash flows, 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 accounting principles generally accepted in the United States of America; 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 audit. We 
conducted our audit 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 auditor’s 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. 



 

-2- 

Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of PWA Patrick Henry Corporate Center, LP as of December 31, 2016, and the results of 
its operations and its cash flows for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 
 

 
Wexford, Pennsylvania 
April 26, 2017 
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Real Estate:
Land, building and improvements 14,678,451$      
Accumulated depreciation (2,355,583)        

Real Estate, net 12,322,868        

Cash and cash equivalents 684,263             
Rent receivables 5,208                
Deferred rental income 132,877             
Mortgage escrow and restricted cash 1,918,399          
Prepaid expenses 16,344               
Other assets, net 188,907             

Total Assets 15,268,866$     

Mortgage payable 9,826,773$        

Accounts payable 79,466               
Accrued distributions 64,710               
Other accruals 79,155               

Total Liabilities 10,050,104        

Partners' Capital 5,218,762          

Total Liabilities and Partners' Capital 15,268,866$     

ASSETS

LIABILITIES AND PARTNERS' CAPITAL
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STATEMENT OF OPERATIONS 

FOR THE YEAR ENDED DECEMBER 31, 2016 
 
 
 

The accompanying notes are an integral part of this financial statement. 
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Revenue:
Rental income, net 1,879,935$        
Operating cost reimbursement 99,050               

Total 1,978,985          

Operating Expenses:
Real estate taxes 214,483             
Property operating expenses 516,527             
General and administrative 145,867             
Depreciation and amortization 609,510             

Total 1,486,387          

Operating Income 492,598             

Other Income (Expense):
Interest income 453                   
Interest expense (503,529)           

Total Other Expense (503,076)           

Net Loss (10,478)$           
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General Limited
Partner Partners Total

Partners' Capital, January 1, 2016 52,940$             5,241,010$        5,293,950$        

Net loss (105)                  (10,373)             (10,478)             

Distributions (647)                  (64,063)             (64,710)             

Partners' Capital, December 31, 2016 52,188$            5,166,574$       5,218,762$       

Ownership Percentages 1% 99%
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Cash Flows from Operating Activities:
Net loss (10,478)$           
Adjustments to reconcile net loss to net cash provided

by (used in) operating activities:
Depreciation and amortization 609,510             
Changes in assets and liabilities:

Rent receivables (5,208)               
Deferred rental income 29,102               
Mortgage escrow and restricted cash (175,406)           
Prepaid expenses (3,758)               
Other assets (97,996)             
Accounts payable 64,866               
Other accrued expenses (130,490)           

Total adjustments 290,620             

Net Cash Provided by (Used in) Operating Activities 280,142             

Cash Flows from Investing Activities:
Real estate additions (128,967)           

Net Cash Provided by (Used In) Investing Activities (128,967)           

Cash Flows from Financing Activities:
Principal payments on long-term debt (275,338)           

Net Cash Provided by (Used in) Financing Activities (275,338)           

Net Increase (Decrease) in Cash and Cash Equivalents (124,163)           

Cash and Cash Equivalents, beginning of year 808,426             

Cash and Cash Equivalents, end of year 684,263$          

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for interest 546,763$          
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NOTE 1 - ORGANIZATION 
 
PWA Patrick Henry Corporate Center, LP (the "Partnership") was formed in June 2012 and was organized 
as a limited partnership under the laws of the Commonwealth of Pennsylvania.  Income of the Partnership 
is allocated to the partners in accordance with the terms of the Partnership's operating agreement.  As a 
limited partnership, limited partners are not liable for obligations of the Partnership. 
 
The Partnership is an owner and operator of a commercial office building in suburban Newport News, 
Virginia. 
 
 
NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Presentation - The Partnership prepares its financial statements on the accrual basis according to 
U.S. Generally Accepted Accounting Principles ("GAAP"). 
 
Cash and Cash Equivalents - All liquid investments with a maturity of three months or less when 
purchased are considered cash equivalents.  The Partnership maintains its cash accounts with a financial 
institution which is fully insured by the Federal Deposit Insurance Corporation (“FDIC”).  The FDIC insured 
limits were $250,000 for the year ended December 31, 2016.  From time to time during the year, the 
Partnership's cash balances may exceed the FDIC limits. 
 
Rent Receivables - The Partnership performs periodic credit evaluations of its tenants and generally does 
not require collateral beyond a security deposit.  No allowance for doubtful accounts was recorded for the 
year ended December 31, 2016 by management. 
 
Mortgage Escrow Account and Restricted Cash - The Partnership has amounts on deposit with its 
mortgage holder for various real estate taxes, insurance, and other reserves. 
 
Real Estate, net - Real estate is stated at cost less accumulated depreciation.  The Partnership provides 
for depreciation of the real estate on a straight-line basis of their estimated useful lives of five to forty 
years.  Expenses for repairs and maintenance are charged to operations as incurred; whereas significant 
renewals and betterments are capitalized.  The Partnership capitalizes all expenditures in excess of 
$5,000 that improve an asset or extend its useful life.  The cost of real estate retired or otherwise disposed 
and the related accumulated depreciation are removed from the accounts and any resulting gain or loss is 
reflected in the statement of operations. 
 
Other Assets, net - Other assets are primarily comprised of lease commissions resulting from the direct 
costs of obtaining tenant leases, and are amortized in on a straight-line basis over the life of the 
associated leases.   
 
Fair Value of Financial Instruments - The Partnership’s financial instruments include rents receivables, 
prepaid expenses, accrued distributions, accounts payable and other accruals, the carry amounts of which 
approximates fair value due to the short maturity of these instruments. 
 
Compensated Absences - Compensated absences for paid time off have not been accrued since they 
cannot be reasonably estimated.  The Partnership’s policy is to recognize these costs when paid. 
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NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES – Continued 
 
Revenue recognition – Rental income is recognized on a straight-line basis over the lease term.  All leases 
between the Partnership and tenants of the property are operating leases.  Reimbursements of operating 
costs, as allowed under the tenant leases, consist of amount due from tenants for common area 
maintenance, real estate taxes and other recoverable costs, and are recognized as revenue in the period 
in which the recoverable expenses are incurred.   
 
Income Taxes – No income tax provision has been included in the financial statements because the 
income or loss of the Partnership is reported by the partners in their tax returns. 
 
The Partnership records a liability for uncertain tax positions, if any, based on management’s judgment of 
the risk of loss for items that have been or may be challenged by taxing authorities.  Management 
continually evaluates expiring statues of limitations, audits, proposed settlements, changes in tax law and 
new authoritative rulings.  The Partnership’s federal and state income tax returns for tax year 2013 and 
beyond remain subject to examination by various tax authorities. 
 
Use of Estimates - Management uses estimates and assumptions in preparing financial statements in 
accordance with generally accepted accounting principles. These estimates and assumptions may affect 
the reported amount of assets and liabilities, the disclosure of contingent assets and liabilities, and the 
reported revenue and expenses.  Actual results could vary from the estimates that were used. 
 
 
NOTE 3 - REAL ESTATE, NET 
 
Real estate is comprised of the following as of December 31, 2016: 
 

Land 2,992,113$        
Buildings 11,557,371        
Building improvements 128,967             

14,678,451        
Accumulated depreciation (2,355,583)        

12,322,868$      
 

 
Depreciation expense totaling $544,481 was charged to operations for the year ended December 31, 
2016.  
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NOTE 4 - OTHER ASSETS 
 
Other assets are comprised of the following as of December 31, 2016: 
 

Lease Commissions 278,989$           
Other assets 50,000               

328,989             
Accumulated amortization (140,082)           

188,907$           
 

 
Amortization expense totaling $65,029 was charged to operations during the year ended December 31, 
2016. 
 
Future annual amortization expense is as follows: 
 

Year ending December 31,

2017 80,251$             
2018 28,762               
2019 27,559               
2020 25,738               
2021 21,469               

Thereafter 5,128                

188,907$           
 

 
 
NOTE 5 - MORTGAGE NOTE PAYABLE 
 
The Partnership has a mortgage at 4.97% interest with $9,826,773 outstanding as of December 31, 2016.  
The loan is payable in monthly installments of principal and interest of $63,239 with a balloon payment of 
the remaining outstanding balance due in September 2022.  The mortgage is collateralized by the building. 
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NOTE 5 - MORTGAGE NOTE PAYABLE - Continued 
 
Future minimum principal payments are as follows: 
 

Year ending December 31,

2017 268,800$           
2018 282,662             
2019 297,239             
2020 311,284             
2021 328,621             

Thereafter 8,338,167          

9,826,773          
Less: Current portion of mortgage payable (268,800)           

Long-term portion of mortgage payable 9,557,973$        
 

 
 
NOTE 6 - RENTAL OPERATIONS 
 
The Partnership leases its properties to various tenants under operating leases expiring at various times 
through 2021.  The leases provide for minimum rents and additional reimbursements for certain operating 
costs and real estate taxes.  The minimum rents are recognized on a straight-line basis, while cost 
reimbursements are recognized as earned. 
 
Future minimum rental revenues under the tenant leases on the straight-line basis are as follows: 
 

Year ending December 31,

2017 1,824,777$        
2018 292,374             
2019 144,057             
2020 43,916               
2021 25,617               

2,330,741$        
 

 
The above amounts do not include available tenant options to extend, operating expense reimbursements 
or other reimbursements. 
 
 
NOTE 7 - RELATED PARTY TRANSACTIONS 
 
The Partnership has entered into a management agreement with a related party whereby a monthly 
management fee is paid based on the monthly rentals collected. $78,716 was paid under this agreement 
during the year ended December 31, 2016. 
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NOTE 8 - CONCENTRATION 
 
The Partnership’s operations are concentrated in a single commercial real estate market, the economic 
viability of which can shift rapidly for reasons outside the control of the Partnership. 
 
 
NOTE 9 - SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through April 26, 2017, the date the financial statements 
were available to be issued and determined that no material subsequent events have occurred. 
 


