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INDEPENDENT AUDITORS' REPORT

The Board of Directors
Women's Prison Association and Home, Inc.

We have audited the accompanying statements of financial position of Women's Prison Association
and Home, Inc. ("WPA") as of September 30, 2010 and 2009, and the related statements of
activities, functional expenses and cash flows for the years then ended. These financial statements
are the responsibility of WPA's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits 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 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 audits provide 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 the Women's Prison Association and Home, Inc. as of September 30, 2010 and
2009, and the changes in its net assets and its cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

st /M—( SAsen UP

New York, NY
March 25, 2011



WIMEN'S PRISON ASSOCIATION AND HOME, INC.

STATEMERNTS OF FINANCIAL POSITION
AS OF SEPTEMBER 30, 2010 AND 2009

2010 2009
ASSETS
Cash and cash equivalents (Notes 2C and 11) $ 231,367 $ 1,326,040
Investments (Notes 2E, 2N, 3, 11 and 12) 354,148 167,757
Contract and grant receivables (Note 2D) 1,240,516 1,414,840
Pledge receivable (Note 2D) 30,000 -
Prepaid expenses and other assets (Notes 2F and 7) 190,539 235,216
Property and equipment, net (Notes 2G, 4 and 7) 623,836 706,232
TOTAL ASSETS 3 2,670,406 $ 3,850,085
LIABILITIES
Accounts payable and accrued expenses $ 386,291 $ 504,034
Note payable (Note 6) 37,366 49,661
Contract advances (Notes 2H and 5) 160,813 403,804
Defersed rent 122,537 123,250
Mortgage payable (Note 7) 3,750,000 3,750,000
TOTAL LIABILITIES 4,457,007 4,830,749
COMMITMENTS AND CONTINGENCIES (Note 13)
NET ASSETS / (DEFICIT) (Note 21):
Unrestricted (Note 14):
Invested in property and equipment 586,470 656,571
Operating (3,436,768) (2,644,846)
Total unrestricted (2,850,298) (1,988,275)
Temporarily restricted (Note 10) 593,621 537,535
Permanently restricted (Note 11) 470,076 470,076
TOTAL NET DEFICIT (1,786,601) (980,664)
TOTAL LIABILITIES AND NET DEFICIT $ 2,670,406 3 3,850,085

The accompanying notes are an integral part of these financial statements.
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WOMEN'S PRISON ASSOCIATION AND HOME, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets to
net cash used by operating activities:

Depreciation and amortization
Amortization of financing fee
Realized gain / (loss) on sale of investments
Unrealized gain on investments
Donated securities
Bad debt expense

Subtotal

Changes in operating assets and liabilities:
(Increase) decrease in assets:
Contract and grant receivables
Other receivables
Prepaid expenses and other assets

Increase (decrease) in liabilities:
Accounts payable and accrued expenses
Contract advances
Deferred rent

Net Cash Used by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Property and equipment acquisitions
Proceeds from sale of investments
Purchase of marketable investments

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of line of credit
Proceeds from note payabie
Repayments of note payable

Net Cash Used by Financing Activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents-beginning of year

CASH AND CASH EQUIVALENTS—END OF YEAF

Supplemental Cash Flow Information:
Cash paid during the year for interest

2010 2009
(805.937) $ (820,954)
85,465 110,113
31,794 31,794
2,179) 86,439
(7.525) (60,755)
(31,818) (4,175)
. 1,500
(730,200) (656,038)
174,324 1,072,200
(30,000) 77,914
12,883 (36,445)
(117,743) (194,639)
(242,991) (334,283)
(713) (2,702)
(934,440) (73,993)
(3,069) (71,955)
348,251 202,436
(493,120) (179,617)
(147,938) (49,136)
- (998,717)

. 60,901
(12,295) (11,240)
(12,295) (949,056)
(1,094,673) (1,072,185)
1,326,040 2,398,225
231,367 $ 1,326,040
40631 $ 102,827

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




WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2309

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES

Women's Prison Association and Home, Inc. ("WPA") is organized under the Not-For-Profit Corporation Law of the
State of New York. WPA has been granted exemption from federal income tax pursuant to Section 501(c)(3) of the
Internal Revenue Code. The purpose of WPA is to create opportunities for women prisoners, ex-prisoners and their
families to change their lives by providing programs through which women acquire life skills needed to end
involvement in the criminal justice system and to make positive, healthy choices for themselves and their families.
WFA has been in existence for over 150 years and maintains a tradition of public information and advocacy
designed to ameliorate jail and prison conditions for women. WPA also works to increase public awareness of and
support for effective, community-based responses to crime.

NCTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

Basis of presentation - WPA's financial statements have been prepared on the accrual basis of accounting.
WPA adheres to accounting principles generally accepted in the United States of America (“U.S. GAAP").

Use of estimates - The preparation of financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and cash equivalents - Cash and cash equivalents include all cash balances and highly liquid
investments with a maturity of three months or less when acquired. WPA places its temporary cash investments
with high credit financial institutions.

Pledge, contract and grant receivables - Principal support for the programs operated by WPA is derived
directly from various New York State governmental sources and indirectly from Federal governmental sources.
WPA recognizes revenue from these sources when the contractual obligations are met. Revenues from
government agencies are subject to audit by the agencies. No provision for any disallowance is reflected in the
accompanying financial statements, since management does not anticipate any material adjustments.

WPA determines whether an allowance for uncollectible accounts receivable should be provided. Such
estimates are based on management’s assessment of the aged basis of WPA’s funding sources, current
economic conditions, and historical information. As of September 30, 2010 and 2009, WPA determined that an
allowance was not necessary for pledge, contract and grant receivables.

Investments - Investments are stated at fair value. Investment income and gains and losses are recorded as
unrestricted revenue unless specifically restricted by the donor.

Deferred financing costs - The costs incurred in connection with the refinancing of the mortgage (see Note 7)
are deferred and amortized using the straight-line method over the term of the mortgage. This method does not
materially differ from the effective interest method.

Property and equipment - Property and equipment are recorded at cost. Depreciation is computed by the
straight-line method based on the estimated useful lives of the related assets. WPA capitalizes all individual
items with a cost of $500 or more and a useful life of greater than one year. Leasehold improvements
amortization expense is calculated by using the lesser of the useful life of the asset or the life of the lease.

Contract advances - Support from governmental contracts and grants received prior to providing services are
deferred and recognized over the periods to which the services relate.



WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS
SEFTEMBER 30, 2010 AND 2009

NOTE 2 - SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES (Continued)

Net assets - WPA maintains its net assets under the following three classes:

s+ Unrestricted — represents resources available for support of WPA'’s operations over which the Board of
Directors (the "Board”) has discretionary control.

e Temporarily restricted — represents assets that are subject to donor-imposed stipulations. When a
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 reported in the statement of
activities as net assets released from restrictions.

s Permanently restricted — represents net assets that are subject to donor-imposed stipulations, restricted to
investment in perpetuity and the income from which is expendable for general purposes.

Contributions - Contributions, including cash and in-kind contributions, are recorded as revenue in the period
in which they are received.

Contributed services - No amounts have been reflected in the accompanying financial statements for donated
services. WPA pays for most services which require specific expertise. However, many individuals volunteer
their time to assist WPA with various board committee assignments, fundraising efforts and direct and indirect
services that benefit clients.

Donated assets - Donated investments and other noncash donations are recorded as contributions at their fair
values at the date of donation.

Functional allocation of expenses - The cost of providing the various programs and other activities has been
summarized on a functional basis in the accompanying statements of functional expenses. Accordingly,
certain costs have been allocated among the program services and supporting services benefited.

Fair value measurement - Fair value measurements are based on the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. In order to increase consistency and comparability in fair value measurements, a fair value hierarchy
prioritizes observable and unobservable inputs used to measure fair value into three levels, as described in
Note 12.

Uncertainties in income taxes - Effective October 1, 2009, WPA adopted the provisions of FASB ASC 740,
“Accounting for Uncertainties in Income Taxes”, which provides standards for establishing and classifying any
tax provisions for uncertain positions. The adoption of FASB ASC 740 did not have an effect on the WPA's
financial position as of September 1, 2009 or WPA'’s results of operations and cash flows for the year ended
September 30, 2010. WPA is no longer subject to federal or state and local income tax examinations by tax
authorities for fiscal years before 2007.

Direct costs - The direct costs of special events include expenses for the benefit of the donor. For example,
meals and facilities rental are considered direct costs of special events.

Subsequent events - Management has evaluated, for potential recognition and disclosure, events subsequent
to the statements of financial position date through March 25, 2011, the date the financial statements were
available to be issued. No events have occurred subsequent to the statements of financial position date through
March 25, 2011 that would require adjustment to or disclosure in the financial statements.



WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2009

NOTE 3 — INVESTMENTS

Investments consist of the following as of September 30, 2010 and 2009:

2010 2009

Equity securities $ 327,398 $ 167,757
Corporate bonds 26.750 -

Total $ 354,148 $ 167,757

Investments are subject to market volatility that could change their carrying value in the near term.
investment fees for the years ended September 30, 2010 and 2009 amounted to $4,862 and $5,882, respectively.

During 2010 and 2009, WPA received contributions of marketable equity securities that had a fair value of $31,818
and $4,175, respectively.

NOTE 4 — PROPERTY AND EQUIPMENT

Property and equipment as of September 30, 2010 and 2009 consisted of the following:

Estimated
Useful
2010 2009 Lives
Land $ 9,000 $ 9,000
Building and improvements 1,213,990 1,213,990 30 years
Leasehold improvements 197,216 112,171 5-10 years
Equipment, furniture and fixtures 1.663.422 1,660,353 5 years
3,083,628 2,995,514
Less: accumulated depreciation and amortization 2459792 2,289,282
Total $ 623836 $ 706,232

Depreciation and amortization expense for September 30, 2010 and 2009 amounted to $85,465 and $110,113,
respectively.

NOTE 5 — CONTRACT ADVANCES

This amount consists of advances from government agencies under grant agreements for which WPA has not yet
met the grant conditions or provided the services. The contract advances will be recognized as they are earned
through expenditures in accordance with the agreement. As of September 30, 2010 and 2009, the balance of the
contract advances amounted to $160,813 and $403,804, respectively.

NOTE 6 — NOTE PAYABLE

Note payable consists of an amount payable to the landlord of 100 Pennsylvania Avenue pursuant to a construction
agreement. The note is repayable in monthly installments of $1,355, which includes interest at 9%. The interest
paid for the year ended September 30, 2010 and 2009 amounted to $3,970 and $5,025, respectively. As of
September 30, 2010 and 2009, the balance of the note payable amounted to $37,366 and $49,661, respectively.
Future annual principal payments are as follows for the years ended after September 30, 2010:



WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2009

NOTE 6 — NOTE PAYABLE (Continued)

Amount

2011 $ 13,448
2012 4,710
2013 9,208

$ 37,366

NOTE 7 - MORTGAGE PAYABLE

WPA owns the Hopper Home building, located at 110 Second Avenue in New York City. An unrelated party (the
“Mortgagee") owns the neighboring property. On September 26, 2008, WPA closed on a mortgage in the amount of
$3,750,000, with the neighboring unrelated party, secured by the Hopper Home. Interest is payable monthly at the
lower of the three-month LIBOR rate plus .75% (floating) or base rate (prime) plus 1% (1.16% and 1.26% at
September 30, 2010 and 2009, respectively) and the entire outstanding principal amount is payable to the
Mortgagee on June 1, 2013. Borrowings under the mortgage are collateralized by WPA's property located at 110
Second Avenue, New York, New York. WPA incurred mortgage origination costs totaling $148,369 (see Note 2F).
Amortization of these costs began October 1, 2008 and extend over the life of the mortgage. The unamortized
portion of the closing costs of $84,781 and $116,575 as of September 30, 2010 and 2009, respectively, which is
included under prepaid expenses and other assets in the statements of financial position. The terms of the
mortgage also give the right of first offer to the Mortgagee for purchase of the building.

Interest expense for the mortgage payable for the years ended September 30, 2010 and 2009 was $40,255 and
$93,424, respectively.

NOTE 8 — RELATED PARTY TRANSACTIONS

WPA and Huntington House Housing Development Fund Corporation ("HDFC"), a separate nonprofit corporation,
are related through common board members. The board members of HDFC are appointed by the New York City
Homeless Housing Assistance Corporation,

WPA utilizes the facilities of HDFC to operate its transitional housing program. Any excess cash available from the
operation of the program is required to be used to reduce HDFC's mortgage, which has a balance of approximately
$2,160,000 at September 30, 2010 and 2009. As of September 30, 2010 and 2009, the program has not generated
excess cash.

NOTE 9 — PENSION PLANS

WPA maintains a profit-sharing plan for the benefit of all eligible employees. Contributions are based upon a
percentage of each employee's salary as determined by WPA's Board of Directors. The Board of Directors
suspended making any contributions to the plan for the years ended September 30, 2010 and 2009.

WHPA also maintains a noncontributory tax sheltered annuity plan that allows employees to defer a portion of their
salaries for tax purposes through payroll deductions.

NOTE 10 — TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets of $242,037 and $383,316 were released from donor restrictions during the years
ended September 30, 2010 and 2009, respectively, by incurring expenses satisfying the restricted purpose of
providing programs.
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WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2010 AND 2009

NOTE 10 — TEMPORARILY RESTRICTED NET ASSETS (Continued)

Temporarily restricted net assets as of September 30, 2010 and 2009, respectively, consisted of the following:

2010 2009
Purpose restriction:

Client Emergency Services $ 43,880 $ 35857
Youth Services 246,110 231,510
Community Linkage Unit 3,000 3,000
Law Project - 3,568
Family Preservation Program 101,821 163,821

Parent Child Home Program 69,031 S

Women’s Advocacy Project 30,000 S
HIV Services 99,779 99,779
$ 593621 $_ 537,535

NOTE 11 — ENDOWMENT NET ASSETS

Permanently restricted net assets consist of endowment fund assets to be held indefinitely. The income from the
assets can be used to support WPA's general activities.

U.S. GAAP provides guidance on the net asset classifications of donor-restricted endowment funds for a not-for-
profit organization that is subject to the Uniform Prudent Management of Institutional Funds Act (“UPMIFA”). New
York State enacted a version of UPMIFA on September 17, 2010. This law is commonly referred to as “NYPMIFA”
(New Yaork Prudent Management Institutional Funds Act).

The Board of Directors of WPA has interpreted New York State nonprofit law (UMIFA prior to September 17, 2010
and NYPMIFA thereafter) as requiring the preservation of the historic dollar value of the original donor-restricted
endowment gift as of the gift date, absent explicit donor stipulations to the contrary. See Note 2| for how WPA
maintains its net assets

In accordance with U.S. GAAP, organizations are required to disclose any deterioration of the fair value of assets
associated with donor-restricted endowment funds that fall below the level the donor requires the organization to
retain in perpetuity. These deficiencies resulted from unfavorable market fiuctuations that occurred in the economy
as a whole that affected the donor-restricted endowment fund, where the fair market value of the donor-restricted
endowment fund was below the amount that is required to be retained permanently by $137,010 as of September

30, 2010.

WPA’s endowment investment policy is to invest assets into investment instruments approved by the Finance
Committee of the Board of Directors with the allocation of funds based upon specified target percentages (or range
of target percentages) for each type of investment instrument. The overall investment objective is to maximize the
total return from income (dividends and interest) and the appreciation of investments. Any earnings on the
endowment funds are spent in the year they are earned. Unless authorized by the Board of Directors, the
appropriations from the endowment funds should not deplete the historical dollar value of the endowment funds.
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WOMEN'S PRISON ASSOCIATION ANG HOME, INC.
NOTES TO FINANCIAL STATEMENTS
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NOTE 11 — ENDOWMENT NET ASSETS {(Continued)

Changes in endowment net assets for the year ended September 30, 2010 are as follows:

Permanently
Unrestricted Restricted Total

Investment activity:

Interest and dividends 3 6,945 $ - $ 6,945

Realized and unrealized gains 5,696 - 5,696
Change in endowment net assets 12,641 - 12,641
Endowment net assets, beginning of year (149,651) 470,076 320,425
Endowment net assets, end of year $ (137.010) $ 470,076 $__ 333,066

Changes in endowment net assets for the year ended September 30, 2009 are as follows:

Permanently

Unrestricted Restricted Total

Investment activity:
Interest and dividends $3,746 3 - $ 3,746
Realized and unrealized losses (25,684) = (25,684)
Change in endowment net assets (21,938) - (21,938)
Endowment net assets, beginning of year (127,713) 470,076 342,363
Endowment net assets, end of year $ (149.651) $ 470,076 3 320,425

Endowment net assets as of September 30, 2010 and 2009 consisted of the following:

2010 2009
Investments $ 324,354 $ 167,757
Cash and cash equivalents 8712 152,668

$ 333,066 $ 320,425

NOTE 12 — FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value hierarchy defines three levels as follows:

Level 1: Valuations based on quoted price (unadjusted) in an active market that are accessible at the
measurement date for identical assets or liabilities. The fair value hierarchy gives the highest priority to Level 1
inputs.

Level 2: Valuations based on observable inputs other than Level 1 prices such as quoted prices for similar

assets or liabilities; quoted prices in inactive markets; or model-derived valuations in which all significant inputs
are observable or can be derived principally from or corroborated with observable market data.
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WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2009

NOTE 12 — FAIR VALUE OF FINANCIAL INSTRUMENTS {(Continued)

Level 3: Valuations based on uncbservable inputs are used when little or no market data. The fair value
hierarchy gives lowest priority to Level 3 inputs.

In determining fair value, WPA utilizes valuation techniques that maximize the use of observable inputs and
minimize the use of unobservable inputs to the extent possible in its assessment of fair value.

Financial assets carried at fair value at September 30, 2010 are classified in the table below in various levels as
follows:

Level 1 Level 2 Total
Assets Carried at Fair Value:
Investments:
Equities $ 327,398 §$ - $ 327,398
Bonds - 26,750 26,750
Total Assets Carried at Fair Value $ 327,398 $ 26,750 § 354,148

Financial assets carried at fair value at September 30, 2009 are classified in the table below in various levels as
follows:

Level 1
Assets Carried at Fair Value:
Investments:
Equities $ 167,757
Total Assets Carried at Fair Value $ 167,757

NOTE 13 — COMMITMENTS AND CONTINGENCIES

A. WPA is committed under two noncancelable operating agreements through 2013 for occupancy of its premises.
Future minimum lease payments under the noncancelable operating leases in each of the years subsequent to
September 30, 2010 are as follows:

Amount
2011 $ 412,000
2012 432,000
2013 416,000
Total $ 1,267,000

Rent expense for the years ended September 30, 2010 and 2009 amounted to $404,086 and $377,469,
respectively.

B. Pursuant to WPA’s contractual relationships with certain governmental funding sources, these governmental

agencies have the right to examine the books and records of WPA involving transactions relating to these
contracts. The accompanying financial statements make no provision for possible disallowances.
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WOMEN'S PRISON ASSOCIATION AND HOME, INC.
NOTES TC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010 AND 2009

NOTZ= 14 — DEFICIT NET ASSETS

WPA's change in unrestricted net assets as of and for the years ended September 30, 2010 and 2009 amounted to
approximately ($862,000) and ($710,000), respectively. The accumulated deficit from operations amounted to
approximately $3,437,000 and $2,645,000 as of September 30, 2010 and 2009, respectively.

Management is committed to facilitating continued stability and improvements in WPA’s financial position. Actions
taken to reduce expenses, through consolidation of personnel functions and reductions in non-personnel costs,
have contributed to a steep decline in expenses over the past 2 years. Additional revenue will be realized by
maximizing earnings on all performance-based contracts, and management has begun planning for generation of
additional funds. Management's strategies to increase private fundraising include: increasing fundraising capacity
by upgrading our online donor functions to include more user-friendly donation pages on the agency’s website,
events registration and ticket purchases, and upgraded e-marketing technology all of which feeds directly into the
agency’s donor management system, Raiser's Edge; expanded Annual Appeal campaign reaching an additional
1,000 lapsed donors and integrating an e-campaign; launch and incorporation of social media; the launch of a
formal corporate and major individual donor sponsorship campaign anchored by the annual benefit dinner;
continued outreach to foundations that we have not previously approached; the formation of a junior committee
charged with hosting the agency's first benefit after-party and resulting in continued small-scale fundraisers hosted
by the committee throughout the year. In fiscal year 2010, WPA has brought back together foundation, corporate
and individual fundraising efforts under one department, also including communication and external affairs
strategies, to ensure more continuity in the agency's overall private fundraising efforts.

Management notes that, consistent with U.S. GAAP, the financial statements reflect depreciated value of WPA’s
property and assets. As such, the fair market value of WPA’s assets is significantly greater than the depreciated
value that the financial statements indicate. The depreciated value is a severe understatement of the fair market
value of the property located at 110 Second Avenue, an early 1800's Greek revival mansion that retains original
exterior and interior architectural features. WPA took a loan, secured by a mortgage on this property, in September
2008; in the months prior to the loan execution, WPA considered sale of the building. Several professional realtors
presented proposals for handiing a sale, appraisals of the building ranged from a low of $6,500,000 to a high of

$8,000,000.
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