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INDEPENDENT AUDITORS' REPORT

Board of Directors
Colorado Springs Ecumenical Social Ministries, Inc.
Colorado Springs, Colorado

We have audited the accompanying statement of financial position of Colorado Springs Ecumenical
Social Ministries, Inc. (ESM), as of June 30, 2008, and the related statements of activities, functional
expense, and cash flows for the year then ended. These statements are the responsibility of ESM'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 ESM’s 2007 financial
statements and, in our report dated November 20, 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. 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 statements 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 the Colorado Springs Ecumenical Social Ministries, Inc. as of June 30, 2008, and
the results of its operations and its cash flows for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.
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Colorado Springs, Colorado
November 11, 2008

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS AND COLORADO SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER AICPA PRIVATE COMPANIES PRACTICE SECTION







| COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2008
With Comparative Totals for 2007

ASSETS
2008 2007
Current assets

Cash $ 229422 $§ 275,395
Pledges and accounts receivable, net 61,311 54,871
Pledges receivable - related party - 5,086

Loans receivable, net - -
Prepaid expense 42,076 10,367
Investments 103,236 105,705
Total current assets 436,045 751,424

| Noncurrent assets

| Cash restricted for endowment 400,000 -
| Endowment receivable 380,000 300,000
Property and equipment, net 626,300 681,234
Total noncurrent assets 1,406,300 681,234

$ 1,842,345 § 1,432,658

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable $ 23,521 $ 32,599
Accrued vacation 2,431 4,027
Deferred revenue 25,000 -
Total current liabilities 50,952 36,626
Net assets
Unrestricted
Unrestricted, undesignated 39,325 56,438
Unrestricted, designated 103,236 105,705
Unrestricted, property and equipment 626,300 681,234
Total unrestricted 768,861 843,377
Temporarily restricted 242,532 252,655
Permanently restricted 780,000 300,000

1,791,393 1,396,032

$ 1,842,345 § 1,432,658

The accompanying notes are an integral part of these financial statements
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COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2008
With Comparative Totals for 2007

Temporarily = Permanently Total
Unrestricted Restricted Restricted 2008 2007
Revenue
Founding and other churches $ 208,331 §$ 16,558 § - $ 224889 $§ 236,737
Organizations and church groups 2,550 - - 2,550 5,349
Individuals and estates 436,092 4,962 480,000 921,054 688,140
Grants 37,000 236,218 - 273,218 325,584
Investment earnings, net 2,744 - - 2,744 17,301
In-kind donations 1,168,009 - - 1,168,009 860,387
Other 4,238 - - 4,238 1,447
1,858,964 257,738 480,000 2,596,702 2,134,945
Net assets released by satisfaction of
Program restrictions 245,014 (245,014) - - -
Time restrictions 22,847 (22,847) - - -
Total revenue 2,126,825 (10,123) 480,000 2,596,702 2,134,945
Expense
Program services
Direct services 1,348,220 - - 1,348,220 845,285
Housing 446,266 - - 446,266 605,860
Job assistance 163,274 - - 163,274 223,117
1,957,760 ‘ - - 1,957,760 1,674,262
Supporting services
Management and general 146,128 - - 146,128 137,247
Development 97,453 - - 97,453 63,146
243,581 - - 243,581 200,393
Total expense 2,201,341 - - 2,201,341 1,874,655
Change in net assets (74,516) (10,123) 480,000 395,361 260,290
Beginning net assets 843,377 252,655 300,000 1,396,032 1,135,742
Ending net assets $ 768861 $§ 242532 § 780,000 $ 1,791,393 $§ 1,396,032

The accompanying notes are an integral part of these financial statements
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| COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008
With Comparative Totals for 2007

2008 2007
i Cash flows from operating activities
| Change in net assets $ 395361 $ 260,290
| Adjustments to arrive at cash from operations
Depreciation 57,467 51,089
| Realized and unrealized loss (gain) on investments 4,483 (9,616)
| Donated stock (12,185) (6,124)
| Donated fixed asset - (2,810)
| Contributions restricted for endowment fund (480,000) (300,000)
| Changes in assets and liabilities
Pledges and accounts receivable, net (6,440) (9,024)
Pledges receivable - related party 5,086 (2,966)
Prepaid expense (31,709) (3,451)
Accounts payable (9,078) 27,403
Accrued vacation (1,596) 2,537
Deferred revenue 25,000 -
Cash (used) provided by operating activities (53,611) 7,328
Cash flows from investing activities
Purchase of investments (3,535) (4,845)
Proceeds from sale of investments 13,706 8,549
Purchase of fixed assets (2,533) (42,802)
Cash provided (used) by investing activities 7,638 (39,098)
Change in cash (45,973) (31,770)
Beginning cash 275,395 307,165
Ending cash $ 229422 $ 275,395

The accompanying notes are an integral part of these financial statements
-4-







COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.

STATEMENT OF FUNCTIONAL ESPENSE

YEAR ENDED JUNE 30, 2008

With Comparative Totals for 2007

Program Services

Direct Job
Services Housing Assistance Total

Salaries and wages $ 106,671 $ 100,535 $ 79,435 286,641
Employee taxes and benefits 18,259 17,209 13,597 49,065

Total personnel expense 124,930 117,744 93,032 335,706
Food 45,439 - - 45,439
Gasoline 1,383 - 2,074 3,457
Insurance 4,340 4,091 3,232 11,663
Health aid 50,829 - - 50,829
Office expense 7,124 6,680 5,786 19,590
Other 6,682 4,377 3,569 14,628
Postage and shipping 476 531 354 1,361
Printing 717 675 534 1,926
Professional fees 5,227 4,926 3,892 14,045
Volunteer expense 900 849 670 2,419
Repairs and maintenance 2,910 2,742 2,167 7,819
Telephone 2,296 2,164 1,709 6,169
Transportation and meals 4,168 2,499 6,648 13,315
Utilities 6,098 5,747 4,541 16,386
Depreciation 14,501 13,667 10,799 38,967
Job search assistance - - 8,890 8,890
(education, clothing, tools, etc.)
Housing assistance - 202,968 - 202,968
(primarily rent and utilities)
In-kind

Utility bills (COPE) - 72,302 - 72,302

Furniture and equipment 3,050 951 752 4,753

Clothing 107,777 - 11,975 119,752

Services and other 434,097 3,353 2,650 440,100

Food 525,276 - - 525,276

$ 1,348220 $ 446,266 $ 163,274 1,957,760

The accompanying notes are an integral part of these financial statements
-5-







Supporting Services

Management Develop- Total
and general ment Total 2008 2007
$ 83,893 § 52,188 §$ 136,081 § 422,722  § 362,895
14,360 8,933 23,293 72,358 67,084
98,253 61,121 159,374 495,080 429,979
- - - 45,439 38,027
- - - 3,457 3,081
3,413 2,123 5,536 17,199 18,268
- - - 50,829 59,992
4,823 3,114 7,937 27,527 32,153
3,569 5,539 9,108 23,736 27,421
374 1,401 1,775 3,136 6,472
564 4,206 4,770 6,696 4,711
8,611 3,257 11,868 25913 22,952
708 440 1,148 3,567 5,717
2,288 1,423 3,711 11,530 22,705
1,805 1,123 2,928 9,097 8,170
1,927 1,393 3,320 16,635 2,889
4,796 2,983 7,779 24,165 23,508
11,405 7,095 18,501 57,467 51,089
- - - 8,890 10,882
- - - 202,968 250,558
- - - 72,302 88,229
794 494 1,288 6,041 45
- - - 119,752 60,446
2,798 1,741 4,539 444,639 324,688
- - - 525,276 382,670
$ 146,128  $ 97453 $ 243,582 § 2,201,341 $§ 1,874,653







COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed by Colorado Springs Ecumenical Social Ministries, Inc.
(ESM) are described below to enhance the usefulness of the financial statements to the reader.

Organization — Colorado Springs Ecumenical Social Ministries, Inc. is a nonprofit corporation
organized under the laws of the State of Colorado. The interdenominational membership of ESM is
composed of eight Colorado Springs downtown churches. ESM has three programs: Direct Services,
Housing and Job Assistance.

Direct Services — provides for the basic emergency needs, including the mental health needs, of
the poor and homeless in the community.

Housing — provides emergency rental and utility assistance to families on the verge of
foreclosure or eviction, as well as housing location and budgeting assistance.

Job Assistance — provides a wide array of services designed to assist both the unemployed and
under-employed job seeker.

Purpose — ESM was formed to put into practice Christ's mandate of feed the hungry, give water to the
thirsty, open ourselves to the stranger, clothe the naked, care for the sick, and visit those in prison, to
indeed respond to our neighbor's needs, and thus proclaim the GOOD NEWS.

Basis of accounting — ESM reports information regarding its financial position and activities according
to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

Income taxes — ESM is exempt under Section 501(c)(3) of the Internal Revenue Code from tax on
income derived from donations, income generated by activities carried on in furtherance of its exempt
purpose and certain other specified income and, in addition, is qualified to receive tax deductible
contributions. ESM has been determined to be a publicly supported organization and not to be a private
foundation.

Estimates — The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. The significant estimates used in the preparation of these financial statements are the
anticipated useful lives of fixed assets, the value of donated materials and the functional classification of
expenses. Actual results could differ from those estimates.

Definition of cash — For the purpose of the statements of cash flows, ESM defines cash as cash on hand,
demand deposits, and money market accounts with initial maturity of three months or less. Cash
received with donor-imposed restrictions which limit use to long-term purposes are not considered cash
for the statement of cash flows.







COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Accounts and pledges receivable — Trade accounts and pledges receivable are reported at the amount
ESM expects to collect on balances outstanding at year-end. Management closely monitors outstanding
balances and establishes an allowance for doubtful accounts, as required.

Investments — ESM's investments are held by the Pikes Peak Community Foundation. Interest,
dividends, realized and unrealized gains and losses, net of investment expense, are reflected as
investment income in the statement of activity.

Property and equipment — Depreciation of buildings and equipment is provided over the estimated
useful lives of the respective assets on a straight-line basis. Equipment and fixtures with a useful life
of more than one year and a cost or, for donated items, a value at date of donation of three hundred
dollars or more are capitalized and depreciated. Expenditures for real estate improvements are
evaluated in terms of their adding to the useful lives of existing assets or in terms of their being new
additions to the real estate owned by ESM and any such expenditure that fit those criteria and have a
cost of three hundred dollars or more are also capitalized and depreciated as appropriate.

Contributions and bequests — ESM reports gifts of cash and other assets as restricted support if they
are received with donor stipulations that limit the use of the donated assets. When a donor restriction is
met, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.

ESM reports gifts of property and equipment as unrestricted support unless explicit donor stipulations
specify how the donated assets must be used. Gifts of long-lived assets with explicit restrictions that
specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long-
lived assets are reported as restricted support. Absent explicit donor stipulations about how long those
long-lived assets must be maintained, ESM reports expirations of donor restrictions when the donated or
acquired long-lived assets are placed in service.

Donated and contributed services — Contributed services are reflected in the financial statements and
are measured at fair market value, only if they meet appropriate recognition criteria. Accordingly, the
value of contributed services not meeting the requirements for recognition are not reflected in the
financial statements.

Donated materials — ESM depends heavily on the use of donated materials to fulfill its purpose. The
estimated value of the donated materials consumed in ESM’s operations is reported as both revenue and
expense.

Functional allocation of expenses — The expense of providing the various programs has been
summarized on a functional basis. Certain indirect expenses have been allocated among the programs
and supporting services benefited on the basis of estimates made by ESM’s management.

Reclassifications — Certain amounts in the 2007 financial statements have been reclassified to conform
with 2008 presentation.







COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - PLEDGES AND ACCOUNTS RECEIVABLE, NET

All receivables are due within one year. At June 30, 2008, management anticipates full collection of all
pledges receivable, therefore no allowance for doubtful accounts has been established.

NOTE 2 - LOANS RECEIVABLE, NET

ESM contracts with El Paso County, Colorado to maintain a revolving loan fund to assist low- and
middle-income families and individuals with their emergency housing needs with the ultimate goal of
self sufficiency. Under the contract, ESM is required to provide the County with reports detailing the
use of funds, including information on income and family size of borrowers, loans and success in

repayment.

Although these loans are made to ensure maximum repayment to the revolving loan fund, historically
repayment of these loans has been minimal. Therefore, ESM's allowance for doubtful accounts equals
the outstanding loans of $10,476.

NOTE 2 — INVESTMENTS
ESM’s investments consist of an account held with the Pikes Peak Community Foundation. The funds

in this account act as an endowment, but are not permanently restricted. A summary of the investment
earnings is as follows:

Realized and unrealized loss on investments (4,483)
Less: Investment fees (2,947)
$ 2,744

NOTE 3 - PROPERTY AND EQUIPMENT

A summary of property and equipment is as follows:

Estimated
useful lives
Land $ 102,607
Building and improvements 870,456 10 to 20 years
Equipment and vehicles 139,740 5 to 7 years
1,112,803
Less accumulated depreciation (486,503)
$ 626300

Depreciation expense was $57,467 for the year ended June 30, 2008.







COLORADO SPRINGS ECUMENICAL SOCIAL MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 4 — LINE OF CREDIT

ESM has line of credit in the amount of $50,000 which accrues interest at the Wall Street Journal Prime
Rate. There are no compensating balance arrangements with the bank. At June 30, 2008, there was no
outstanding balance on the line of credit.

NOTE 5 - DESIGNATED UNRESTRICTED NET ASSETS

Ecumenical Social Ministries has established a board designated fund. The fund is held under an
investment contract between Pikes Peak Community Foundation and ESM. The balance of board
designated funds at June 30, 2008, is $103,236.

NOTE 6 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net asset activity is as follows:

Beginning Ending
Description Balance Additions  Reclassification Satisfied Balance
Housing and utilities $ 82329 §$ 116473 $ 34,673 $ (127,854) $ 105,621
Job assistance 39,269 22,000 - (25,588) 35,681
Direct services - 26,849 - (15,326) 11,523
Food pantry - 44,754 - (37,915) 6,839
Mental health 73,537 - - (37,031) 36,506
Insurance - 1,000 - (1,000) -
Security - 300 - (300) -
Time (pledges receivable) 57,520 46,362 (34,673) (22,847) 46,362
$ 252,655 $ 257,738 § - $ (267,861) $§ 242,532

NOTE 7 - PERMANENTLY RESTRICTED NET ASSETS

ESM was notified in June of 2007 of a permanently restricted bequest estimated at $300,000. During
2008, estimates of the amount of the bequest increased by $480,000. As of June 30, 2008, $400,000 of
the bequest had been distributed to ESM and is included in permanently restricted net assets. Receipt of
the remaining estimated $380,000 is anticipated in the coming year and is included in pledges receivable
and permanently restricted net assets. Terms of the bequest stipulate that earnings are to be used in the
areas of greatest need to assist indigent persons in the Pikes Peak Region.

NOTE 8 - GRANTS
Grant income was received from the following sources:

Federal $ 60,251
City of Colorado Springs 20,402
El Paso County 37,500
Private Foundations 155,065

$ 273,218







