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McGladrey &Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Trustees
American Jewish World Service, Inc.

We have audited the accompanying statement of financial position of American Jewish World Service, Inc. as of
December 31, 2007, and the related statements of activities, functional expenses, and cash flows for the year then
ended. These financial statements are the responsibility of American Jewish World Service, Inc.'s management. Our
responsibility is to express an opinion on these financial statements based on our audit. The financial statements of
American Jewish World Service, Inc. for the year ended December 31, 2006 were audited by Goldstein Golub Kessler
LLP ("GGK"), independent accountants, certain of whose partners became partners of McGladrey & Pullen, LLP
effective October 3, 2007. The prior-year summarized comparative information has been derived from American
Jewish World Service, Inc.'s 2006 financial statements and, in GGK'’s report dated April 4, 2007, they 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 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 American Jewish World Service, Inc. as of December 31, 2007, and the changes in its net assets and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United States of

America.
/%’&%4%7 / //.«,thc/ L~

New York, New York
May 2, 2008

McGladrey & Pullen, LLP is a member firm of RSM International —
an affiliation of separate and independent legal entities.



American Jewish World Service, Inc.

Statements of Financial Position
December 31, 2007 and 2006

2007 2006
ASSETS
Cash and cash equivalents $ 3,126,763 $ 1,539,653
Contributions receivable 2,903,893 2,671,818
Investments 16,220,897 16,023,859
Prepaid expenses and other assets 322,226 496,056
Notes receivable 50,000 75,000
Property and equipment, net of accumulated depreciation
of $462,669 and $187,867, respectively 2,353,514 866,782
Total assets $ 24,977,293 $§ 21,673,168
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable and accrued expenses $ 672,480 $ 546,415
Grants payable 7,859,950 5,753,116
Deferred rent 171,368 117,918
Unearned revenue 109,569 182,670
Charitable gift annuity obligation 206,002 165,431
Total liabilities 9,019,369 6,765,550
Commitments and contingencies
Net assets:
Unrestricted:
Undesignated 4,421,139 2,858,021
Board-designated for reserve funds 2,921,748 2,921,748
Total unrestricted 7,342,887 5,779,769
Restricted 8,615,037 9,127,849
Total net assets 15,957,924 14,907,618
Total liabilities and net assets $ 24,977,293 $§ 21673168

See Notes to Financial Statements.



American Jewish World Service, Inc.

Statements of Activities

(with summarized comparative financial information for the year ended December 31, 2006)

Years ended December 31, 2007 and 2006

2007 2006
Unrestricted Restricted Total Total
Contributions and revenue:
Individual 9,253,063$% 16,372,396 $ 25625459  $ 19,772,992
Bequest 150,000 150,000 62,139
Foundations and corporations 313,750 1,703,551 2,017,301 2,503,398
Special event revenue, net of expenses of $423,221 912,832 912,832
Donated services 1,243,083 1,243,083 966,305
Investment income 558,276 4,585 562,861 1,076,854
Stug tours and miscellaneous revenue 417,488 417,488 145,349
Net assets released from restrictions 19,836,4(1P,836,427
Total contributions and revenue 31,441,836 (512,812) 30,929,024 24,527,037
Pr@gram expenses:
Grants 15,868,139 15,868,139 14,060,409
Service 4,526,075 4,526,075 3,395,380
Education 2,798,106 2,798,106 1,621,955
Advocag 1,458,359 1,458,359 2,436,477
Total program expenses 24,650,679 24,650,679 21,514,221
Supportipservices:
Finance and administration 2,289,758 2,289,758 1,726,634
Development 2,938,281 2,938,281 1,898,196
Total support services expenses 5,228,039 5,228,039 3,624,830
Total expenses 29,878,718 29,878,718 25,139,051
Change in net assets 1,563,118 (512,81 1,050,306 (612,011
Net assets:
Beginnimg 5,779,769 9,127,849 14,907,618 15,519,632
Endig $ 7342887 $ 8615037 _$ 15957924 _$ 14,907.618

See Notes to Financial Statements.



American Jewish World Service, Inc.

Statements of Functional Expenses
(with summarized comparative financial information for the year ended December 31, 2006)
Years ended December 31, 2007 and 2006

Program Finance Supporting
Services and Services 2007 2006
Grants Service Education Advocacy Total Administration Development Total Total Total

Salaries and benefits $ 1365227 § 1,382,272 § 1,160,159 $§ 474041 § 4381699 § 1258640 § 1518527 § 2,777,167 $ 7,158,866 $ 5447777
Program grants 13,722,479 500,000 14,222,479 14,222 479 13,377,391
Partner support 14,772 273,831 351,364 12,000 651,967 651,967 366,605
Professional services 137,179 365,629 493,101 38,780 1,034,689 297,905 307,077 604,982 1,639,671 1,305,517
Donated services 1,243,083 1,243,083 1,243,083 966,305
Office supplies and expenses 36,885 86,410 28,327 26,167 177,789 74,181 28,167 102,348 280,137 266,941
Postage 6,039 15,290 33,149 8,967 63,445 8,698 220,303 229,001 292,446 250,394
Occupancy 190,436 251,407 286,657 140,436 868,936 219,655 242,454 462,109 1,331,045 783,821
Travel and conference 327,649 779,476 201,907 117,300 1,426,332 105,429 94,596 200,025 1,626,357 1,110,839
Printing and publications 12,326 37,189 108,335 26,451 184,301 9,966 441,750 451,716 636,017 566,308
Advertising expense 8,689 34,443 80,200 123,332 3,197 350 3,547 126,879 293,092
Miscellaneous 20,123 42,360 64,544 27,441 154,468 170,503 50,221 220,724 375,192 275,535
Bad Debt 13,000 13,000 13,000
Depreciation 35,024 40,439 36,120 6,576 118,159 128,584 34,836 163,420 281,579 128,526

Subtotal 15,868,139 4,526,075 2,798,106 1,458,359 24,650,679 2,289,758 2,938,281 5,228,039 29,878,718 25,139,051
Special event expenses 423,221 423,221 423,221

Total $ 15868139 § 4,526,075 $ 2,798,106 _$ 1,458,359 _$ 24,650,679 _§ 2,289,758 $§ 3,361,502 § 5,651,260 _$ 30,301,939 _$§ 25,139,051

See Notes to Financial Statements.



American Jewish World Service, Inc.

Statements of Cash Flows
Years Ended December 31, 2007 and 2006
2007 2006

Cash Flows From Operating Activities:
Change in net assets $ 1,050,306 $ (612,014)
Adjustments to reconcile change in net assets
to net cash provided by operating activities:

Bad Debt 13,000
Depreciation 281,579 128,526
Net realized and unrealized losses (gains) on investments 478,391 (179,972)
Actuarial loss on charitable gift annuity obligation 6,796 3,653
Loss on disposal of fixed assets 36,324 46,290
Changes in operating assets and liabilities:
Increase in contributions receivable (245,075) (982,580)
Decrease (increase) in prepaid expenses and deposits 173,830 (343,484)
Decrease in prepaid notes receivable 25,000
Increase in accounts payable and accrued expenses 126,065 216,345
Increase in grants payable 2,106,834 2,757,336
Increase in deferred rent 53,450 10,749
(Decrease) increase in unearned revenue (73,101) 179,170
Increase in charitable gift annuity obligation 33,775 37,901
Net cash provided by operating activities 4,067,174 1,261,920
Cash Flows From Investing Activities:
Purchases of equipment (1,804,635) (836,633)
Proceeds from sale of marketable securities and equities 20,986,757 11,361,695
Purchases of marketable securities and equities (21,662,186) (13,004,924)
Net cash used in investing activities (2,480,064) (2,479,862)
Net decrease in cash and cash equivalents 1,587,110 (1,217,942)
Cash and cash equivalents:
Beginning 1,539,653 2,757,595
Ending $ 3,126,763 $ 1,539,653

Supplemental Disclosure of Cash Flow Information:

Cash paid during the year for interest $ - $ 1.632

See Notes to Financial Statements.



American Jewish World Service, Inc.

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies

American Jewish World Service, Inc. ("*AJWS"), a not-for-profit organization incorporated under the laws of the State
of New York, is an international development organization motivated by Judaism's imperative to pursue justice. AJWS
is dedicated to alleviating poverty, hunger and disease among the people of the developing world regardless of race,
religion or nationality. Through grants to grassroots organizations, volunteer service, advocacy and education, AJWS
fosters civil society, sustainable development and human rights for all people, while promoting the values and
responsibilities of global citizenship within the Jewish community.

AJWS works in partnership with grassroots organizations to support projects that expand basic educational
opportunities, improve primary medical care and health conditions, foster economic development and build civil
society. AJWS sponsors projects that respect the dignity, culture and heritage of the people with whom it works.

AJWS' service programs send individuals and groups to volunteer with our local partners in 16 countries in the
developing world. Volunteers contribute their technical skills to leverage the effectiveness of the grants these groups
receive and engage in cross-cultural exchange.

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 amount of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Restricted net assets include both permanently and temporarily restricted net assets. Permanently restricted net
assets totaled $9,300 at January 1, 2006 and at December 31, 2006 and 2007.

Temporarily restricted net assets contain donor-imposed restrictions that permit AJWS to use or expend the assets as
specified. The restrictions are satisfied either by the passage of time or by actions of AJWS.

Permanently restricted net assets contain donor-imposed restrictions that stipulate that resources be maintained
permanently, but permit AUWS to use or expend part or all of the income derived from the donated assets for either
specified or unspecified purposes.

AJWS 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 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.

AJWS receives certain contributed services that meet the criteria established by Statement of Financial Accounting
Standards No. 116 for recognition as contributions. Such specialized service volunteers are recorded in the
accompanying financial statements at fair value of approximately $1,243,000 for the year ended December 31, 2007.

A number of unpaid volunteers have made a significant contribution of time and services for a value of approximately
$313,000 for the year ended December 31, 2007, to help develop AJWS's programs by working with AJWS local
partners overseas. The value of this contributed time is not reflected in the financial statements since it does not
meet the criteria for recognition under Statement of Financial Accounting Standards No. 116.



American Jewish World Service, Inc.

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies (continued)

Study tour revenue is recognized in the period the tour takes place. Study tour revenue received in advance is
recognized as unearned revenue.

The costs of providing program services and supporting services have been allocated in the financial statements
among functional categories depending upon the ultimate purpose of the expense. Functional expenses which are
not exclusively attributable to program services or supporting services have been allocated by management in
accordance with various criteria.

Investments are stated at fair value. Unrealized gains or losses are included in the statement of activities.

Property and equipment, consisting of leasehold improvement, furniture and office equipment, is recorded at cost or,
if donated, at fair value at the date of donation. Depreciation is recorded using the straight-line method over the
estimated useful lives of the assets.

Grants are recorded as an expense and a payable when grants are approved and communicated to the grantees. Al
grants payable are expected to be paid within the following year.

AJWS maintains cash in bank accounts which, at times, may exceed federally insured limits. AJWS has not
experienced any losses in such accounts.

For the purpose of the statement of cash flows, AJWS considers highly liquid investments purchased with a maturity
of three months or less to be cash equivalents.

The Internal Revenue Service has determined that AJWS is exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code (the "Code").

The financial statements include certain prior-year summarized comparative information in total but not by net asset
class or functional classification. 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 AJWS' financial statements for the year ended December 31, 2006,
from which the summarized information was derived.

In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standards No. 157, Fair Value Measurements (“SFAS No. 157"). SFAS No. 157 defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurement. SFAS No. 157 also
emphasizes that fair value is a market-based measurement, not an entity-specific measurement, and sets out a fair
value hierarchy with the highest priority being quoted prices in active markets. Under SFAS No. 157, fair value
measurements are disclosed by level within that hierarchy. This Statement is effective for fiscal years beginning after
November 15, 2007. AJWS is currently assessing the potential effect of SFAS No. 157 on its financial position, results
of operations and cash flows. The adoption of SFAS No. 157 is not expected to have a material impact on AJWS's
financial position, results of operations or cash flows.

In July 2006, the FASB issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an interpretation of
FASB Statement No. 109 ("FIN 48"). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an
enterprise’s financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes.



American Jewish World Service, Inc.

Notes to Financial Statements

Note 1. Organization and Significant Accounting Policies (continued)

FIN 48 prescribes a comprehensive model for recognizing, measuring, presenting and disclosing in the financial
statements tax positions taken or expected to be taken on a tax return. FIN 48 is effective for fiscal years beginning
after December 15, 2007. The cumulative effect of applying the provisions of FIN 48, if any, will be reported as an
adjustment to the opening balance of retained earnings for the fiscal year of adoption. The adoption of FIN 48 is not
expected to have a material impact on AJOWS’s financial position, results of operations or cash flows.

Note 2. Contributions

Contributions receivable were expected to be collected as follows as of December 31:

2007 2006
Within one year $ 2,596,594 $ 2,232,976
One to five years 293,922 461,283
Beyond five years 30,000

2,920,516 2,694,259
Less discount to present value at rates
ranging from 3.25% to 4.53% (16,623) (22,441)

$ 2,903,893 § 2671818

In 2007 and 2006, approximately 40% and 33%, respectively, of AJWS' total revenues were provided by one
contributor.

Note 3. Investments

Investments consist of the following as of December 31:

2007 2006
Fair Fair
Cost Value Cost Value
Mutual funds - Equities $ 1,166,794 $ 1,761,952
Mutual funds - Fixed Income $ 6,135850 $ 6,130,515
Mutual funds - Real Estate 1,398,329 1,041,596
Fixed Income Securities 12,970,023 12,970,000
Equities 6,287,081 6,202,493
Money Market 2,846,292 2,846,292
Corporate Bonds, etc. 1,343,904 1,291,907

$ 16,667,553  $ 16,220,897 § 15480,721  § 16,023,859




American Jewish World Service, Inc.

Notes to Financial Statements

Note 3. Investments (continued)

The components of AJWS investment income are as follows for the years ended December 31:

2007 2006
Interest and dividend income $ 1,041,252 $ 896,882
Realized gains (losses) 540,119 (10,812)
Unrealized (losses) gains (1,018,510) 190,784

$ 562,861 § 1,076,854

Note 4. Notes Receivable

Notes receivable at December 31, 2007 and 2006 consist of two loans made to a not-for-profit organization to help
further its charitable purpose, which is similar to AJWS. The notes bear interest rates of 1.8% and 1.0%, respectively,
per annum with the interest payable semiannually. The notes are due as follows:

Due Date 2007 2006
October 27, 2007 $ 25,000
September 25, 2011 $ 50,000 50,000

$ 50,000 $ 75,000

Note 5. Pension Plan

AJWS has a defined contribution plan qualified under Section 401(a) of the Code available to all eligible employees,
pursuant to which AJWS makes contributions, at the discretion of the Board of Trustees, to the plan at the end of
each year. Contributions under the plan were approximately $247,000 and $189,000 for the years ended
December 31, 2007 and 2006, respectively.



American Jewish World Service, Inc.

Notes to Financial Statements

Note 6. Charitable Gift Annuity Obligations

AJWS has established a gift annuity program whereby donors may contribute assets to AJWS in exchange for the
right to receive a fixed-dollar annual return during their lifetime. A portion of the transfer is considered to be a
charitable contribution for income tax purposes. The difference between the amount provided for the gift annuities and
the present value of the liabilities for future payments, determined on an actuarial basis, is recognized as an
unrestricted contribution on the date of the gift.

The annuity liability is revalued annually based upon actuarially computed present value. The resulting actuarial gain
(loss) is recorded as miscellaneous unrestricted revenue.

Changes in actuarial liability are as follows for the year ended December 31:

2007 2006
Actuarial change $ 6,796 $ 3,653
Annuity payments (19,438) (8,031)
New annuity agreements written 93,213 45,932

$ 40,571 $ 41554

Note 7. Commitments and Contingencies

AJWS leases its office space under noncancelable operating leases expiring in June 2017. Rent under these leases
are subject to escalations for their share of increases in real estate taxes. AJWS subleased part of its office space
under noncancelable operating leases. Sublease income under the leases amounted to approximately $49,000 and
$28,000 for the years ended December 31, 2007 and 2006, respectively. Minimum future obligations under the
leases, net of sublease income and exclusive of required payments for increases in real estate taxes, are as follows:

Year ending December 31, Gross Rent Sublease Net Total
2008 $ 896820 § 141512 § 755308
2009 907,642 73,878 633,764
2010 932,367 62,840 869,527
2011 939,403 939,403
2012 916,522 916,522
Thereafter 4,153,954 4,153,954

$ 8746708 § 278230 § 8,468,478

Rent expense under these leases, inclusive of escalations, charged to operations and sublease income amounted to
approximately $ 813,000 and $477,000 for the years ended December 31, 2007 and 2008, respectively.
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American Jewish World Service, Inc.

Notes to Financial Statements

Note 7. Commitments and Contingencies (continued)

For financial statement purposes, rent expense is recognized on a straight-line basis over the term of the lease. The
difference between rental payments made under these leases and rent expense calculated on a straight-line basis is
reflected in the accompanying statement of financial position as deferred rent.

Note 8. Board-Designated

Unrestricted net assets represent the portion of expendable funds that are available for support of AJWS' operations.
It also includes the net assets of a reserve fund which are designated by the Board of Trustees. The objective of the
reserve fund is to meet expenses occurring during times of financial shortfall. As of the years ended December 31,
2007 and 2006, the amount designated by the Board for reserve funds was $2,921,748.

Note 9. Restricted Net Assets

Restricted net assets are restricted for the following purposes as of December 31:

2007 2006
Grants - project and disaster relief $6,137,425 $ 6,996,258
Service 902,870 740,283
Education and advocacy 306,229 498,398
Administration and infrastructure 1,259,213 883,610
Permanently restricted endowment 9,300 9,300

$ 8,615,037 § 9127849

Net assets released from restrictions consist of the following for the years ended December 31:

2007 2006
Grants - project and disaster relief $ 14,853,560 $ 13,362,249
Service 2,857,178 2,634,625
Education and advocacy 943,950 1,236,343
Administration and infrastructure 861,739 41,339
Development 300,000
Time restricted 20,000

$ 19,836,427 $ 17,274,556
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American Jewish World Service, Inc.

Notes to Financial Statements

Note 10. Joint Costs

During the years ended December 31, 2007 and 2006, AJWS produced several publications to educate the public
that included appeals for contributions. Joint costs of $360,054 and $199,597, respectively, were incurred and
allocated as follows:

2007 2006
Communications $ 251,180 $ 131,930
Development 108,230 28,078
Finance and administration 644 39,589

360,054 199,597
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