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, Board of Directors

Friendship Service Center of New Britain, Inc.
241-249 Arch Street, P. O. Box 1811
New Britain, Connecticut 06050-1811

We have audited the accompanying statements of financial position of Friendship Service Center
of New Britain, Inc. (a nonprofit corporation) as of June 30, 2008, and the related statements of
activities and changes in net assets and functional expenses and cash flows for the year ended
June 30, 2008. 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 comparative information has been derived from the Friendship Service
Center of New Britain, Inc.’s 2007 financial statements and, in our report dated December 26,
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
Auditing Standards, issued by the Comptroller General of the United States. 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 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 financial statements referred to above present fairly, in all material respects,
the financial position of Friendship Service Center of New Britain, Inc. as of June 30, 2008, and
the changes in its net assets and its cash flows for the year ended June 30, 2008, in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October
7, 2008, on our consideration of Friendship Service Center of New Britain, Inc.'s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. 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 read in assessing the results of our audit.

Respectfully submitted,

Hin, Fagin, Patee & Company, LLE
ALFIN, FAGIN, FALCE & COMPANY, LLC
Certified Public Accountants

October 7, 2008
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V. Schedule 1 — Program Expenses for the Year Ended June 30, 2008.




FRIENDSHIP SERVICE CENTER OF NEW BRITAIN. INC.

NEW BRITAIN, CONNECTICUT

COMPARATIVE STATEMENT OF FINANCIAL POSITION

ASSETS
Current Assets:
Cash and cash equivalents
Receivables
Inventories
Promises to give - restricted for 85 Arch Capital Campaign
Prepaid expenses

Total Current Assets

Long Term Investments and Non-Current Cash

Property and Equipment - net

JOTAL ASSETS

LIABILITIES AND NET ASSETS

EXHIBIT A

Current Liabilities:
Accounts payable and accrued expenses
Rent received in advance
Security deposits
Funds held for the benefit of clients
Total Current Liabilities

Net Assets:
Unrestricted net assets:
Operating
Board designated
Property and equipment
Total Unrestricted Net Assets
Temporarily restricted net assets

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

See Accompanying Notes

June 30

2008 2007
853,974 790,629
49,573 65,571
8,526 13,900
538,396 554,232
11,487 8,600
1,461,956 1,432,932
1,167,982 1,307,043
2,655,924 2,270,045
5,285,862 5,010,020
93,427 101,012
106 681
- 210
74,570 44,223
168,103 146,126
253,685 389,854
1,100,860 1,241,546
2,655,924 2,270,045
4,010,469 3,901,445
1,107,290 962,449
5,117,759 4,863,894
5,285,862 $ 5,010,020




EXHIBIT B
FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.
NEW BRITAIN, CONNECTICUT
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2008, WITH COMPARATIVE
TOTALS FOR THE YEAR ENDED JUNE 30, 2007

Temporarily Totals
Unrestricted  Restricted 2008 2007
Support and Revenue:
Contributions and grants $ 302,396 $ - 302,396 $ 354,272
Grants from governmental agencies - 1,337,551 1,337,551 1,129,238
Program fees 83,839 - 83,839 90,813
Net investment gain (loss) (  72,444) - 72,444) 185,723
Other revenues 13,958 - 13,958 43,679
Rental income - - - 20,896
Capital campaign - donations - 303,676 303,676 919,097
Net assets released from restrictions 1,496,386 ( 1,496,386) - -
Total Support and Revenue 1,824,135 144,841 1,968,976 2,743,718
Expenses:
Program services -
Emergency needs 59,020 - 59,020 58,775
Shelter and kitchen 491,466 - 491,466 484,390
Transitional living 335,344 - 335,344 337,190
Jobs program - - - 46,028
Residential living 69,219 - 69,219 96,075
Youth Bicycle Program 83,131 - 83,131 136,306
Permanent Supportive Housing 545,893 - 545,893 459,455
Support services 119,767 - 119,767 119,998
Capital Campaign Fundraising 11,271 - 11,271 51,871
Total Expenses 1,715,111 - 1,715,111 1,790,088
Change in Net Assets 109,024 144,841 253,865 953,630
Net Assets - Beginning 3,901,445 962,449 4,863,894 3,910,264
Net Assets - Ending $§ 4010469 $ 1,107,290 $§ 5,117,759 $ 4,863,894

See Accompanying Notes



FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.

NEW BRITAIN, CONNECTICUT
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2008, WITH COMPARATIVE

TOTALS FOR THE YEAR ENDED JUNE 30, 2007

EXHIBIT C

Capital
Program Management Campaign Totals
Services and General Fundraising 2008 2007

Salaries $ 7582229 §$§ 70,805 $ - $ 829,034 § 854319
Fringe benefits 145,039 13,549 - 158,588 162,726

Total salaries and fringe benefits 903,268 84,354 - 987,622 1,017,045
Emergency needs assistance 38,957 250 - 39,207 43,412
Rent 7,800 - - 7,800 7,800
Food 17,164 - - 17,164 16,886
Supplies and materials 38,979 2,301 - 41,280 75,590
Site costs 14,510 - - 14,510 60,000
Postage 2,647 155 - 2,802 3,162
Telephone 6,331 483 - 6,814 7,835
Utilities 77,341 6,571 - 83,912 87,218
Security monitoring 771 64 - 835 525
Insurance 23,699 10,643 - 34,342 30,553
Maintenance and repairs 28,792 2,920 - 31,712 27,819
Conferences and meetings 441 12 - 453 1,768
Contracted services 15,958 - - 15,958 29,470
Capital improvements - - - - 2,262
Professional fees 6,961 413 - 7,374 6,950
Travel 4,661 10 - 4,671 3,452
Dues and fees 5,253 138 - 5,391 10,873
Advertising 1,325 27 - 1,352 3,049
Development 25,378 255 - 25,633 6,072
Supportive Housing 272,437 - - 272,437 208,864
Real estate tax 9,900 - - 9,900 9,671
Fundraising - Capital Campaign - - 11,271 11,271 35,036
Miscellaneous 6,632 207 - 6,839 7,104

Total Expenses Before Depreciation 1,509,205 108,803 11,271 1,629,279 1,702,416
Depreciation 74,868 10,964 - 85,832 87,672
Total Expenses $ 1,584,073 ¢ 119,767 § 11,271 § 1,715,111 $ 1,790,088

See Accompanying Notes



FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.

NEW BRITAIN, CONNECTICUT

COMPARATIVE STATEMENT OF CASH FLOWS

Increase (Decrease) in Cash and Cash Equivalents

Cash Flows From Operating Activities:
Changes in net assets

Adjustments to reconcile changes in net assts to net
cash provided by (used in) operating activities:
Depreciation

Realized and unrealized (gain) loss on investments

Change in assets and liabilities:
Increase Decrease in Assets and Liabilities:
Receivables
Promises to give
Inventory
Prepaid expenses
Accounts payable and accrued expenses
Rent received in advance
Security Deposit
Refundable advances
Funds held for the benefit of clients

Total Adjustments
Net Cash Provided By Operating Activities

Cash Flows From Investing Activities:
Capital expenditures
Proceeds and purchases of long-term investments (net)

Net Cash Provided By (Used In) Investing Activities

Net Increase In Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Year

Cash and Cash Equivalents - End of Year

Non-Cash Program Activities:
Site costs

See Accompanying Notes

EXHIBIT D

For the Years Ended
June 30
2008 2007
253,865 $ 953,630
85,832 87,672
129,626 ( 139,686)
15,998 ( 47,831)
15,836 ( 376,453)
5,374 30,500
( 2,887) ( 2,356)
( 7,585) 15,283
( 575) 5
( 210) ( 1,800)
- ( 19,130)
30,347 29,258
271,756 (  424,538)
525,621 529,092
( 680,330) ( 208,619)
218,054 ( 16,798)
( 462,276) ( 225417)
63,345 303,675
790,629 486,954
853974 $ 790,629
- $ 60,000



Note 1 -

Note 2 -

FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.
NEW BRITAIN, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS

Organization Description:

The Friendship Service Center of New Britain, Inc. (the "Organization") operates
as a voluntary not-for-profit organization providing direct services to the poor and
needy in the form of housing assistance, community kitchen and emergency needs
assistance for individuals and families in the greater New Britain area.

The Organization also owns and operates the Vega Building. The Vega Building
has included permanent supported housing, Vintage Antiques and Love Made Visible
Products for the purpose of providing housing and jobs for those who have been
through the Organization's programs and are ready for work and independent living.
In November 2006, there was a fire in the Vega Building and since that time the
building has been vacant. The Organization is in the process of having the repairs
and improvements done to restore the building.

Additional programs of the Organization include Project PEAK, scattered site
permanent supportive housing for 23 individuals and families and Bicycling
Enthusiasms Initiative (“BEI”), a program that serves at risk youth in the New Britain
area through the venue of BMX bicycle repair and racing. BEI also operates a retail
bike shop which provides jobs for the youth.

Accounting Policies:
A. Basis of Presentation:

The accompanying financial statements have been prepared on the accrual basis
of accounting in accordance with generally accepted accounting principles. Net assets
and revenues, expenses, gains and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets of the Organization,
and changes therein, are classified and reported 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 the Organization and/or the passage of time. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statement of activities as net assets released from restrictions.

B. Income Tax Status:

The Organization is a not-for-profit organization that is exempt from income
taxes under Section 501(c)(3) of the U.S. Internal Revenue Code. The Organization
has also been classified as an entity that is not a private foundation within the
meaning of Section 509(a) and qualifies for deductible contributions as provided in
Section 170(b)(1)(A)(vi). There was no unrelated business income for the years
ended June 30, 2008 and 2007.

C. Inventory:
Inventory is reported on a first-in, first-out (FIFO) basis at the lower of cost or

market. Inventory is comprised of products from Youth Bicycles and Love Made
Visible.



Note 2 -

FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.
NEW BRITAIN, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS
(Continued)

Accounting Policies (Continued):
D. Contributions and Grants:

All contributions are considered to be available for unrestricted use unless
specifically restricted by the donor. Amounts received that are designated for future
periods, or restricted by the donor for specific purposes, are reported as temporarily
restricted or permanently restricted support that increases those net asset classes.
When a temporary restriction expires, temporarily restricted net assets are reclassified
to unrestricted net assets and reported in the statement of activities as net assets
released from restrictions.

Revenue from contract grants is recognized as the Organization fulfills the terms
of the contract. The excess of cash received on contract grants over revenue earned is
included in the accompanying balance sheet as temporarily restricted net assets.

E. Donated Materials and Services:

The Organization receives, at times, donated food, materials and volunteer
assistance from various sources. For donated food, materials and services where no
objective basis of valuation exists for all such items and hours, they are not reflected
in the accompanying financial statements. Management estimates it received donated
services valued at between $100,000 to $150,000. For the year ended June 30, 2007,
the Organization received professional architectural services valued at $60,000, and a
van valued at $2,587 which are included in contributions, expenses (site costs) in the
statement of activities and property and equipment in the statement of financial
position.

F. Functional Expenses:

Expenses are charged to programs based on direct expenses incurred. Any
program expenses not directly chargeable are allocated to programs based on direct
program employee hours to total employee hours or direct program square footage to
total square footage, whichever is appropriate.

G. Comparative Totals

The financial statements include prior-year summarized comparative information
in total but not by net asset class. Such information does not include sufficient detail
to constitute a presentation in conformity with generally accepted accounting
principles. Accordingly, such information should be read in conjunction with the
entity’s financial statements for the year ended June 30, 2007, from which the
summarized information was derived.

H. Property. Plant and Equipment:

All acquisitions or donations of fixed assets are recorded at cost or their fair
market value at the date of the gift. Depreciation is provided for over the estimated
useful lives of the assets on a straight-line basis. The Organization capitalizes all
expenditures for equipment in excess of $500.




Note 2 -

Note 3 -

FRIENDSHIP SERVICE CENTER OF NEW BRITAIN, INC.
NEW BRITAIN, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS
(Continued)

Accounting Policies (Continued):
A summary of property, plant and equipment is as follows:

2008 2007

Land $ 285911 §$§ 285911
Building and improvements 3,441,984 2,971,418
Vehicle 2,000 4,587
Equipment and furnishings 261.943 258.211

Subtotal 3,991,838 3,520,127
Less: Accumulated Depreciation 1.335.914 1,250,082
Net Book Value $2.655924 $2,270,045

I. Depreciation:
Depreciation is provided using the straight-line method over the estimated useful
lives of the assets as follows:

Building and improvements 27 - 40 years
Equipment and furnishings 7 - 10 years

Depreciation expense for the years ended June 30, 2008 and 2007, is $85,832
and $87,672, respectively.

J. Use of Estimates:
The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that

affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Investments and Non-current Cash:

Investments are stated at fair value and are summarized as follows as of June 30,
2008 and 2007:

2008 2007
Cost Fair Value Fair Value
Money Market funds $ 45,155 $ 45,155 $ 300,222
Certificate of Deposit 67,122 67,122 65,496
Equity and Bond Mutual Funds 1,172,437 1,055,705 941.325
Total $ 1284714 $1.167982 $ 1,307,043

The following schedule summarizes the unrestricted investment return and its

classification in the statement of activities for the years ended June 30, 2008 and
2007: ‘

2008 2007
Interest and dividend income $ 57,182 $ 46,037
Realized gain on investments (24,331) 151,123

Unrealized gain (loss) on investments (_105.295) (11.437)
Total $ (72.,444) $ 185,723




Note 4 -

Note 5 -

Note 6 -

FRIENDSHIP SERVICE CENTER OF NEW BRITAIN., INC.
NEW BRITAIN, CONNECTICUT
NOTES TO FINANCIAL STATEMENTS
(Continued)

Board Designated Unrestricted Net Assets: ‘

On October 7, 1993 the Board of Directors of the Organization created an
endowment fund with the excess contributions from the capital project campaign.
During the year ended June 30, 1998, a Board of Trustees was created to manage the
endowment fund. The Board of Directors felt the creation of a permanent endowment
fund best met the donor’s intention of contributing to the long-term viability of the
organization. In addition, during 1998, the Board of Directors designated bequests of
$545,500 to the endowment fund as the Board felt the gifts were intended to help
sustain the Organization over the long term. All endowment fund assets have been
classified as unrestricted net assets, as the Board of Trustees and Board of Directors,
by a two-thirds vote of each, has the right to invade the principal of board designated
funds. Board designated unrestricted net assets, were $1,100,860 and $1,241,546 for
the years ended June 30, 2008 and 2007, respectively.

Temporarily Restricted Assets:
At June 30, 2008, temporarily restricted net assets were $1,056,384 for 85 Arch
Capital Campaign and $50,906 for the Emergency Needs Program.

At June 30, 2007 temporarily restricted net assets were $906,986 for 85 Arch
Capital Campaign, $55,463 for the Emergency Needs Program.

Major Sources of Grant Revenues:
A. United States Department of Housing and Urban Development -
a. Transitional Living Program:

The Organization received a Renewal Grant from the United States
Department of Housing and Urban Development (HUD) for the period July 1,
2007 to June 30, 2008. The total grants for the two years are $420,014. In the
year ended June 30, 2008, the Organization received $210,007, all of which was
earned. During the year ended June 30, 2007, the Organization received
$210,007, all of which was earned.

b. Permanent Housing for Persons with Disabilities:

The Organization received a three-year Grant from the United States
Department of Housing and Urban Development (HUD) for $674,751. The three
year grant ended June 30, 2006. The Organization received a renewal grant for
the years ended June 30, 2008 and 2007. In the years ended June 30, 2008 and
June 30, 2007, the Organization received and earned $224,917 for both years.

c. Permanent Supportive Housing - 85 Arch Street:

The Organization received a Grant from the United States Department of
Housing and Urban Development (HUD) for $670,632. In the year ended June
30, 2008 and June 30, 2007, the Organization received and earned $112,500 and
$0, respectively.




