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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Housing Works, Inc. and Affiliates:

We have audited the accompanying consolidated statement of financial position of Housing Works, Inc. and
Aftiliates (collectively, the “Organization”) as of June 30, 2008, and the related consolidated 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
detived from the Organization’s fiscal 2007 consolidated financial statements and, in our report dated
December 3, 2007, 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 and the standards applicable to financial audits contained in Government Anditing Standards, issued by
the Comptroller General of the United States. Those standatds 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 consideration of internal control over financial reporting as a basis for designing audit
procedures that are approprtiate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control over financial reporting. Accordingly we express no such
opinion. 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 the 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 consolidated financial statements refetred to above present faily, in all material respects,
the financial position of Housing Works, Inc. and Affiliates as of June 30, 2008, and the changes in their net
assets and their cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of Ametica.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd



In accordance with Government Auditing Standards, we have also issued our report dated January 28, 2009, on
out consideration of the Organization’s internal control over financial reporting and on our tests of their
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other mattets.
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 was conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The accompanying schedule of expenditures of federal awards for the year
ended June 30, 2008 is presented for purposes of additional analysis as required by the U.S. Office of
Management and Budget Circular A-133, Awudits of States, Local Governments and Non-Profit Organizations, and is
not a required part of the basic consolidated financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic consolidated financial statements, and, in our opinion, is
fairly stated, in all material respects, in relation to the basic consolidated financial statements taken as a whole.

ool Zhorctor. L¢P

New York, New York
January 28, 2009



Housing Wotks, Inc. and Affiliates
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As of June 30, 2008 and 2007

ASSETS 2008 2007
Current assets:
Cash $ 196,205 $ 342,065
Medicaid receivables, net of allowance of $1,364,339 and $1,223,284 for 2008 and 2007, respectively 2,118,076 2,069,379
Grants and contract services receivable 740,041 916,649
Coatributions receivable - 174,500
Thrift shop and bookstore inventory 4,516,431 2,578,138
Prepaid expenses and other assets 390,768 717,679
Total current assets 7,961,521 6,798,410
Long-term assets:
Debt service and contingency reserve funds (Note E) 394,515 375,982
Investments (Note D) 460 1,466,010
Security deposits and other assets 1,733,191 1,794,252
Investment in related entities (Note D) 33,773 89,612
Property and equipment, net (Notes C and E) 24,730,965 24,250,004
Total long-term assets 26,892,904 27,975,860
Total assets $ 34,854,425 3 34,774,270
LIABILITIES AND NET ASSETS
Current labilites:
Accounts payable and accrued expenses $ 4,142,587 $ 4,853,519
Current maturities of loans payable (Note E) 3,366,050 3,257,105
Total current liabilities 7,508,637 8,110,624
Long-term liabilities:
Loans payable (Note E) 11,745,195 12,725,885
Deferred rent expense 374,609 246,127
Other liabilities 6,131 3,100
Total long-term Habilities 12,125,935 12,975,112
Total liabilities 19,634,572 21,085,736
Commitments and contingencies (Note F)
Net assets:
Unrestricted:
Board designated (Note B) - 4,800,000
Investment in plant 9,619,720 8,282,014
Available for operations 4,491,201 (482,224)
Total unrestricted 14,110,921 12,599,790
Temporarily restricted 458,333 483,333
Permanently restricted 650,599 605,411
Total net assets 15,219,853 13,688,534

Total hiabilities and net assets

The accompanying notes are an integral part of these consolidated statements.

$ 34,854,425

$ 34,774,270

3.



Housing Works, Inc. and Affiliates
CONSOLIDATED STATEMENT OF ACTIVITIES

For the year ended June 30, 2008, with comparative totals for the year ended June 30, 2007

2008
Temporarily Permanently 2007
Unrestricted Restricted Restricted Total Total
Operating activities:
Operating revenues and other support:
Grants and contract services $ 5,842,020 $ - $ - $ 5,842,020 $ 5,167,874
Bookstore sales 1,684,500 - - 1,684,500 1,408,002
Thrift shops sales 10,803,305 - - 10,803,305 9,912,032
Medicaid revenue 17,726,217 - - 17,726,217 17,127,472
In-kind contributions 1,971,626 - - 1,971,626 637,564
Contributions (Note B) 1,437,664 550,000 45,188 2,032,852 1,261,776
Rental income on apartments 563,753 - - 563,753 926,346
Food services 246,631 - - 246,631 209,940
Other 308,558 - - 308,558 407,554
Net assets released from restrictions 575,000 (575,000 - - -
Total revenues and other support 41,159,274 (25,000) 45,188 41,179,462 37,058,560
Operating expenses:
Program services:
Housing programs 4,066,346 - - 4,066,346 3,662,261
Bookstore 1,483,575 - - 1,483,575 1,084,225
Thiift shops 8,165,960 - - 8,165,960 7,764,094
Health and service programs 17,647,912 - - 17,647,912 16,024,557
Food services 1,363,637 - - 1,363,637 1,255,603
Advocacy, legal and advisory services 1,748,084 - - 1,748,084 1,626,001
Research 18,110 - - 18,110 136,430
Property and facility management 1,025,546 - - 1,025,546 1,252,224
Total program expenses 35,519,170 - - 35,519,170 32,805,395
Management and general 4,128,973 - - 4,128,973 4,524,948
Total expenses 39,648,143 - - 39,648,143 37,330,343
Increase (decrease) in net assets 1,511,131 (25,000) 45,188 1,531,319 (271,783)
Net assets, beginning of year 12,599,790 483,333 605,411 13,688,534 13,960,317
Net assets, end of year § 14,110,921 § 458333 $ 650,599 $ 15,219,853 $ 13,688,534

The accompanying notes are an integral part of this consolidated siatement.
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Housing Works, Inc. and Affiliates
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended June 30, 2008 and 2007

Cash flows from operating activities:
Increase (decrease) in net assets

Adjustments to reconcile increase (decrease) in net assets to net cash provided

by operating activities:

Depreciation and amortization

Reserve for uncollectible medicaid receivables
Contributions restricted for endowment

Net depreciation (appreciation) in fair market value of investments

Changes in operating assets and liabilities:
Decrease (increase) in medicaid receivables
Decrease in grants and contract services receivable
Decrease (increase) in contributions receivable
Increase in thrift shop and bookstore inventory
Decrease (increase) in prepaid expenses and other assets
Decrease (increase) in security deposits and other assets

(Decrease) increase in accounts payable and accrued expenses

Increase in deferred rent expense
Increase in other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment
Decrease in debt service and contingency reserve funds
Endowment redemptions
Decrease in investment in related entities

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from loans payable
Repayments of loans payable
Contributions restricted for endowment

Net cash (used in) provided by financing activities

Net (decrease) increase in cash

Cash, beginning of year
Cash, end of year

Supplemental cash flow information:
Interest paid

The accompanying notes are an integral part of these consolidated statements.

-6-

2008 2007
$ 1,531,319 §  (271,783)
1,952,781 1,619,192
141,055 931,246
(45,188) (112,561)
24,060 (188,768)
(189,752) (1,144,735)
176,608 360,533
174,500 (114,551)
(1,938,293) (579,904)
326,911 (365,688)
61,061 (167,102)
(725,932) 1,055,016
128,482 127,170
3,031 -
1,620,643 1,148,065
(2,433,742) (4,052,144)
(18,533) 8,272)
1,441,490 386,321
55,839 84,169
(954,946) (3,589,926)
150,598 3,021,622
(1,007,343) (536,291)
45,188 112,561
(811,557) 2,597,892
(145,860) 156,031
342,065 186,034
$ 196205 § 342,065
$ 863,725 § 753764




Housing Works, Inc. and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

June 30, 2008

NOTE A - ORGANIZATION AND NATURE OF ACTIVITIES

Housing Works, Inc. (“HWI”) was organized for the purpose of providing assistance and expettise to
homeless persons living with AIDS or HIV-related illnesses; advocating for homeless services; and
providing expertise in the development of housing for homeless persons living with AIDS or HIV-
related illnesses.

To assist in providing these services, HWI established the following separately incotporated not-for-
profit affiliates (collectively, the “Organization”), which, through sole membership, are controlled by
HWI

Housing Works Used Book Café, Inc. (the “Bookstore”) was organized exclusively for the benefit of
and to carry out the purposes of HWI by providing relief, assistance and financial suppott, directly
or indirectly, to homeless persons living with AIDS or HIV-related illnesses. The Bookstote carries
approximately 45,000 used and rare books and records; the café serves sandwiches, soups and
assorted refreshments and hosts special events. The Bookstore has recently applied for 501(c)(3)
status with the IRS, and anticipates receiving that determination in the near future.

Housing Works Thrift Shop, Inc. (“Thrift”’) was organized exclusively for the benefit of and to
carty out the purposes of HWI by providing relief, assistance and financial support, directly or
indirectly, to homeless persons living with AIDS or HIV-related illnesses. Thrift conducts these
activities from five shops located in New York City.

Housing Works Food Services, Inc. (“HWFSC”) was organized exclusively for the benefit of and to
catry out the purposes of HWI by providing relief, assistance and financial support, directly or
indirectly, to homeless persons living with AIDS or HIV-related illnesses. HWFSC provides
institutional catering setvices to day treatment centets, supportive residences and other facilities
including community cateting.

Housing Works Health Services, Inc. (“HWS1”), located at 743-749 East 9" Street, New York City,
was organized to establish one or more freestanding diagnostic and treatment facilities; be licensed
under Article 28 of the New York State health law; and be located in New York City. These
facilities provide a broad range of health services to persons living with AIDS or HIV-related
illnesses. In addition, HWS1 promotes and carries out certain research and educational activities
telated to providing care to the sick, injured and disabled, and promoting the health of the public.

7.



Housing Works, Inc. and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

June 30, 2008

NOTE A (continued)

Housing Works Health Services I, Inc: (“HWS2”), with facilities located at 320 West 13" Street,
New Yotk City, and 57 Willoughby Street, Brooklyn, New York, was otganized to establish one or
more freestanding diagnostic and treatment facilities; be licensed under Article 28 of the New York
State health law; and be located in New York City. The 13* Street facility provides a broad range of
health setvices to persons living with AIDS or HIV-related illnesses; the Willoughby Street facility
provides the same services to women. In addition, HWS2 promotes and catries on certain research
and educational activities related to providing care to the sick, injured and disabled, and promoting
the health of the public.

Housing Wotks Health Services III, Inc. (“HWS3”), located at 2626 Pitkin Avenue, Brooklyn, New
Yortk, was organized to establish one or more freestanding diagnostic and treatment facilities; be
licensed under Article 28 of the New York State health law; and be located in New York City.
These facilities provide a broad range of health setvices to persons living with AIDS or HIV-related
illnesses. In addition, HWS3 promotes and catries on certain research and educational activities
related to providing care to the sick, injured and disabled, and promoting the health of the public.

Gotham Assets Management Setvices (“Gotham”) is a for-profit corpotation established to provide
property management and logistical services to the Organization. Gotham has recently applied for
501(c)(3) status with the IRS, and anticipates receiving that determination in the near future.

Housing Works Housing Development Fund Cotporation (“HWDC1”), located at 743-749 East 9"
Street, New Yotk City, was organized to develop a housing project for homeless or formerly
homeless persons of low income with AIDS or HIV-related illnesses.

Housing Works Fast New York Housing Development Fund Corporation (“HWDC2”), located at
2640 Pitkin Avenue, Brooklyn, New York, was otganized to develop a housing project for homeless
or formerly homeless persons of low income with AIDS or HIV-related illnesses.

Housing Works Harlem Housing Development Fund Corporation, Inc. (“HWDC3”), located at
143-145 West 130™ Street, New York City, was organized to develop a housing project for
homeless or formerly homeless persons of low income with AIDS or HIV-related illnesses.

Housing Works Brooklyn Housing Development Fund Cotpotation, Inc. (“HWBHDFC”), located
at 208 Montauk Avenue, Brooklyn, New York, was otganized to develop a housing project for
homeless or formetly homeless persons of low income with AIDS or HIV-related illnesses.



Housing Works, Inc. and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

June 30, 2008

NOTE A (continued)

Housing Works Pitkin Avenue Housing Development Fund Cotporation, Inc. (“PitkinHDFC”),
located at 2609 Pitkin Avenue, Brooklyn, New York, was organized to develop a housing project for
homeless or formerly homeless persons of low income with AIDS or HIV-related illnesses.

Housing Works 454 Lexington Avenue Housing Development Fund Corporation, Inc. (“LEX”),
located at 454 Lexington Avenue, New York City, was organized to develop a housing project for
homeless or formerly homeless persons of low income with AIDS or HIV-related illnesses.

Housing Works 874 Jefferson Avenue Housing Development Fund Corporation, Inc. (“JEFF”),
located at 874 Jefferson Avenue, Brooklyn, New York, was otganized to develop a housing project
for homeless or formerly homeless petrsons of low income with AIDS or HIV-related illnesses.

The Organization was incorporated as not-for-profit cotporations under the laws of the State of New
York that are classified as 501(c)(3) organizations, which are exempt from income taxes under Section
501(a) of the Internal Revenue Code. Therefore, no provision for income taxes has been made in the
accompanying consolidated financial statements.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Presentation
The accompanying consolidated financial statements have been prepated in conformity with
accounting principles generally accepted in the United States of America using the accrual basis of

accounting. All intercompany transactions and balances have been eliminated in consolidation.

The Organization’s net assets and related revenues and support are classified based upon the
existence or absence of donot-imposed stipulations, as follows:

Unrestricted Net Assets

Available for Operations - includes all resources of the Organization that are expendable for
carrying on the Organization’s mission.



Housing Works, Inc. and Affiliates
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

June 30, 2008

NOTE B (continued)
Board-designated - includes resources designated by the Organization’s Board of Directors
for the following:
2007
Housing investments $ 2,000,000
Keith Cylar Endowment Fund 1,000,000
Endowment 1,000,000
Asset development 800,000
Total $ 4,800,000

All board-designated funds were released and utilized during fiscal 2008.

Investment in Plant - includes the property, plant and equipment owned by the
Organization, net of accumulated depreciation and amottization, and the associated debt
incurred to acquire or construct such assets, debt setvice tesetves and funds available for
plant improvement.

Temporarily Restricted Net Assets

Net assets whose use by the Organization is limited by donot-imposed stipulations that either
expire with the passage of time or can be fulfilled and removed by the actions of the
Organization pursuant to those stipulations.

Permanently Restricted Net Assets

Net assets whose use by the Organization is limited by donor-imposed stipulations requiring
such resources to be maintained in perpetuity and the income therefrom be utilized for
operating or other donot-restricted purposes.

For the years ended June 30, 2008 and 2007, the Organization received $45,188 and $112,561,
respectively, in permanently restricted contributions, to be included within the endowment fund
established in the memory of a deceased co-president.

-10-






