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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors

Nazareth Housing, Inc.
New York, New York

We have audited the accompanying statement of financial position of Nazareth Housing, Inc. (a
nonprofit organization) as of June 30, 2009, and the related statements of activities, functional
expenses and cash flows for the year then ended. These financial statements are the
responsibility of the Organization's management. Our responsibility is to express an opinion on
these financial statements based on our audit. The prior year summarized comparative
information has been derived from the Organization's 2008 financial statements and, in our
report dated October 7, 2008, we expressed an unqualified opinion on those financial statements.

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 audits 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 audit provides 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 Nazareth Housing, Inc. as of June 30, 2009, and the changes in its net

assets and its cash flows for the year then ended, in accordance with accounting principles
generally accepted in the United States of America.

) Bheaples G 17

October 7, 2009

A Horwath Business Alliance Associate 1.



ASSETS

Current assets:

NAZARETH HOUSING, INC.

STATEMENT OF FINANCIAL POSITION

JUNE 30, 2009

(With Comparative Totals for the Year Ended June 30, 2008)

Cash and cash equivalents
Due from government agencies

Other receivables
Prepaid expenses

Total current assets
Property and equipment, net

Restricted assets:

Restricted cash (including certificates of deposit in 2008)

Grant receivable

Other asset:

Other investment
Certificates of deposit
Due from affiliate

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:
Accrued expenses

Due to affiliate-current

Total current liabilities

Due to affiliate-noncurrent

Net assets:

Unrestricted

Total liabilities and net assets

2009 2008
§ 395,788 $§ 402,189
102,524 87,710
8,789 24,506
35,379 13,222
542,480 527,627
140,892 166,211
167,700 125,000
- 125,000
167,700 250,000
65,312 -
53,000 -
114,037 114,037
232,349 114,037
$§ 1,083,421 $§ 1,057,875
$ 30,792 $ 23,768
167,700 125,000
198,492 148,768
- 125,000
884,929 784,107
$ 1,083,421 $ 1,057,875

See notes to financial statements.



NAZARETH HOUSING, INC.
STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2009
(With Comparative Totals for the Year Ended June 30, 2008)

Temporarily 2009 2008
Revenue, support and reclassifications: Unrestricted restricted Total Total
Revenue:
Fees from governmental sources:
City of New York Department
of Homeless Services $ 465,464 $ - $ 465,464 $ 444,019
NYS Adolescent Pregnancy
and Prevention Services 21,512 - 21,512 21,500
NYS Office of Temporary
and Disability Assistance 158,891 - 158,891 127,774
Investment income 5,213 - 5,213 6,490
Support:
Contributions, Foundations 128,359 - 128,359 90,205
Contributions, Individuals 22,886 - 22,886 18,470
Miscellaneous income 3,451 - 3,451 -
Fundraising from special events,
net of $24,199 in expenses 181,381 - 181,381 194,663
Total revenue, support
and reclassification 987,157 - 987,157 903,121
Expenses:
Program Services:
City of New York Department
of Homeless Services 523,359 - 523,359 518,224
Other program services 268,079 - 268,079 242,111
Total program services 791,438 - 791,438 760,335
Supporting services:
Management and general 94,897 - 94,897 36,813
Total functional expenses 886,335 - 886,335 797,148
Change in net assets 100,822 - 100,822 105,973
Net assets, beginning of year 784,107 - 784,107 678,134
Net assets, end of year $ 884,929 $ - $ 884,929 $ 784,107

See notes to financial statements.



Personnel services:
Salaries and wages
Consultants
Employees health and welfare benefits
Payroll taxes and payroll related expenses

Total personnel services

Other costs:
Shelter apartment rental
Professional fees and contract service payments
Office supplies
Telephone
Postage
Office rental
Transportation
Program expense
Repairs and maintenance
Utilities
Assistance to individuals
Insurance
Miscellaneous

Total other costs

Total expenses before depreciation
Depreciation

Total expenses

See notes to financial statements.

NAZARETH HOUSING, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2009
(With Comparative Totals for the Year Ended June 30, 2008)

City of
New York Dept.  All other Management
of Homeless Program  Total Program and 2009 2008
Services Services Services General Total Total

$ 249,138 $ 170,877 § 420,015 $ 53,834 $ 473,849 $ 381,156
- - - 1,462 1,462 49,791
23,284 1,296 24,580 - 24,580 32,247
21,177 13,363 34,539 4,307 38,846 28,596
293,599 185,536 479,134 59,603 538,737 491,790
94,769 - 94,769 - 94,769 86,036
11,000 3,054 14,054 4,397 18,451 33,080
11,590 242 11,832 400 12,232 13,733
10,142 899 11,041 921 11,962 9,992
1,422 1,339 2,761 206 2,967 1,302
18,893 9,155 28,048 3,174 31,222 29,034
7,216 1,151 8,367 1,751 10,118 7,534
25,330 14,429 39,759 14,891 54,650 42,211
12,708 3,163 15,871 50 15,921 11,152
7,337 482 7,819 - 7,819 6,646
- 35,208 35,208 - 35,208 29,137
13,300 3,079 16,379 453 16,832 15,106
- 2,119 2,119 6,140 8,259 1,406
213,707 74,320 288,027 32,383 320,410 286,369
507,306 259,855 767,161 91,986 859,147 778,159
16,053 8,224 24,277 2,911 27,188 18,989
3 523,359 $ 268,079 § 791438 $ 94897 § 886,335 § 797,148

4.



NAZARETH HOUSING, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2009

(With Comparative Totals for the Year Ended June 30, 2008)

Cash flows from operating activities:

Change in net assets $
Adjustments to reconcile change in net assets to
net cash provided by operating activities:

Depreciation and amortization
Unrealized loss on other investment
(Increase) decrease in operating assets:
Due from government agencies
Other receivables
Prepaid expenses
Grant receivable
Due from affiliate
Increase in operating liabilities:
Accrued expenses

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of equipment
Purchase of other investment
Proceeds from maturing certificates of deposit
Purchase of certificates of deposit
Due to affiliate

Net cash provided by (used in) investing activities

Net increase in cash

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

Cash consists of:
Cash and cash equivalents b
Restricted cash

2009 2008

100,822 105,973
27,188 18,989
688 -
(14,814) (15,432)
15,717 20,094
(22,157) 12,497
125,000 (125,000)
; 468

7,024 5,766
239,468 23,355
(1,869) (136,797)
(66,000) -
150,000 -
(203,000) -
(82,300) 250,000
(203,169) 113,203
36,299 136,558
527,189 390,631
563,488 527,189
395,788 402,189
167,700 125,000
$ 563,488 527,189

See notes to financial statements.



NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Organization:

Nazareth Housing, Inc. ("Nazareth") is a nonprofit organization established to provide
both temporary and permanent housing to those individuals and families in financial need
in New York City.

Summary of significant accounting policies:
Basis of presentation:

Nazareth reports information regarding its financial position and activities according to
three classes of net assets as follows:

Unrestricted net assets - net assets that are not subject to donor-imposed
stipulations.

Temporarily restricted net assets - net assets subject to donor-imposed stipulations
that may or will be met either by actions of Nazareth and/or the passage of time.

Permanently restricted net assets - net assets subject to donor-imposed stipulations
that they be maintained permanently. At June 30, 2009 and 2008, Nazareth did
not have any permanently restricted net assets.

Contributions:

Contributions are recorded at fair value when received as: unrestricted, temporarily
restricted, or if applicable permanently restricted support depending on the existence
and/or nature of any donor restrictions.

Revenue:

A significant part of Nazareth's operations are funded by various governmental agencies.
Revenue provided by these agencies may be subject to predetermined budgets or
provisional rates. Amounts reported as revenue from governmental agencies are subject
to possible adjustment after audit by the funding agencies.



NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Summary of significant accounting policies (continued):
Donated services:

The value of donated volunteer services is recognized as support in accordance with
generally accepted accounting principles, if the services (a) create or enhance
non-financial assets or (b) require specialized skills, are performed by people with those
skills, and would otherwise be purchased by the organization.

Members of the governing board and other volunteers donate time to provide managerial
and fund-raising services used in the administration of Nazareth, which are not
recognized since the above recognition criteria are not met.

Use of estimates in the preparation of financial statements:

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

Concentration of credit risk:

Nazareth's cash management policy is to mitigate the Organization's credit risks by
investing in or through major financial institutions.

Cash and cash equivalents:

Cash and cash equivalents consists of checking, money market accounts, and certificate
of deposits with original maturities of three months or less.

Subsequent events:

Management has evaluated subsequent events through the date of the independent
auditor's report, which is the date the financial statements are available for issuance.



NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Summary of significant accounting policies (continued):
Reclassifications:

Certain items in the fiscal 2008 financial statements have been reclassified for
comparative purposes only.

Tax exempt status:

Nazareth is exempt from income taxes under Section 501(c)(3) of the Internal Revenue
Code and is not deemed a private foundation.

Property and equipment:

Furniture and equipment is recorded at cost upon purchase or at fair value if contributed.
Expenditures for repairs and maintenance are charged to expense as incurred, whereas
renewals and betterments that extend the lives of fixed assets are capitalized.
Depreciation is provided using the straight-line method over the estimated useful lives of
the asset, ranging from 3-7 years. Depreciation expense for the year ended June 30, 2009
amounted to $15,056.

Leasehold improvements are stated at cost. Amortization is computed on a straight line
basis over various useful lives. Amortization expense for the year ended June 30, 2009
amounted to $12,132.

Property and equipment consists of the following:

2009 2008
Furniture and equipment $ 112,035 $ 123,466
Leasehold improvements 105,240 105,240
217,275 228,706
Less accumulated depreciation and
amortization (76,383) (62,495)
$ 140,892 § 166,211




NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Summary of significant accounting policies (continued):

Comparative totals:

The financial statements include certain prior-year summarized comparative information
in total, but not by functional class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in
the United States of America. Accordingly, such information should be read in
conjunction with the Organization's financial statements for the year ended June 30,
2008, from which the summarized information was derived.

Grant receivable:

Grant receivable represents a $250,000 grant awarded by The Theresa & Edward
O’Toole Foundation in 2008. The first $125,000 was received in May 2008 and is
included in restricted cash on the statement of financial position in 2008. The second
$125,000 installment was received in May 2009. The purpose of the grant is to renovate a
fourteen unit low income residential apartment building at 721 E. 6™ Street owned by
affiliate 721 E. 6" Street Housing Development Fund Corporation.

Restricted cash:

Included in restricted cash are the remaining funds received from the $250,000 O’Toole
Foundation grant totaling $167,700 to be used on renovation and construction work for
721 E. 6™ Street Housing Development Fund Corporation.

Related parties:

Due from affiliate consists of advances by Nazareth to its affiliate Nazareth House
Housing Development Fund Corp. for the renovation of a building located on East 4th
Street in lower Manhattan. The site consists of 13 units of permanent housing and 2 units
of transitional housing for qualified tenants. The bulk of the advances are expected to be
repaid to Nazareth interest free over a period of ten years with an undetermined portion to
be forgiven in the future.

Due to affiliate-current and noncurrent consists of the pass through grant from The
Theresa and Edward O’ Toole Foundation described in note 3 due to affiliate 721 E. 6™
Street HDFC for planned renovation costs of the 721 E. 6" Street Apartment building.



NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Other investment:

Other investment is comprised of an investment linked to the S&P 500 index maturing
September 8, 2010 held by Morgan Stanley Smith Barney.

Certificates of deposit:

Certificates of deposits consist of the following:

Maturity date Amount
RBS Citizens Bank November 25, 2009 $ 23,000
Discover Bank February 26, 2010 30,000
$ 53,000

Fair value measurements:

In accordance with generally accepted accounting principles, Fair Value Measurements,
the following are the Organization's financial assets presented at fair value:

Fair Value Measurements at Reporting Date Using

Quoted Prices In Significant
Active Markets Other Significant
for Identical Observable Unobservable
assets Inputs Inputs

Description 6/30/09 (Level 1) (Level 2) (Level 3)
Assets:
Restricted cash $ 167,700 $ 167,700 $ - b -
Other investment 65,312 65,312 - -
Certificates of deposit 53,000 53,000 - -
Total 5 286,012 $ 286,012 5 - 5 -

10.



NAZARETH HOUSING, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2009

Commitments:

Nazareth entered into a lease for office space at 519 E. 1 1™ Street effective November 1,
2006, and expiring on October 31, 2011, at which time Nazareth has an option to renew
for another five year term. Rent expense was $23,396 in 2009 and $22,230 in 2008.

Nazareth also entered into a facilities use agreement for office space at 137 E. 2™ Street
with Catholic Charities of the Archdiocese of New York effective December 1, 2007 and
expiring November 30, 2010, at which time Nazareth has an option to renew for another
three year term. Rent expense was $5,493.

Related party leases:

Nazareth entered into two lease agreements with its affiliate Nazareth House HDFC for
two shelter apartments and four lease agreements with its affiliate 721 E. 6" Street HDFC
for four shelter apartments for families participating in the New York City shelter system.
The leases, which expire through various dates to August 31, 2010, require Nazareth to
pay the following lease commitments:

Nazareth 721 E. 6"

June 30, House HDFC Street HDFC
2010 $ 11,662 $ 21,913
2011 - 2.448

b 11,662 $ 24,361

Several other shelter apartment rents were paid by Nazareth under leases with expiration
dates ranging from November 30, 2009 to July 31, 2014 to unrelated parties. The rents
were reimbursed through funds received from the City of New York Department of
Homeless Services. Shelter apartment rental expense was $94,769 (including $23,324
paid to affiliate Nazareth House HDFC and $36,407 paid to 721 E. 6™ Street HDFC).

11.






