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INDEPENDENT AUDITORS' REPORT

The Board of Directors
Safe Horizon, Inc.

We have audited the accompanying statement of financial position of Safe Horizon, Inc. (“Safe Horizon") as
of June 30, 2008, and the related statements of activities, functional expenses and cash flows for the year
then ended. These financial statements are the responsibility of Safe Horizon's management. Our
responsibility is to express an opinion on these financial statements based on our audit. The financial
statements of Safe Horizon as of and for the year ended June 30, 2007 were audited by other auditors
whose report dated January 2, 2008, 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 Safe Horizon, Inc. as of June 30, 2008, 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.

W frae it 5 Shrma

New York, NY
December 19, 2008
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SAFE HORIZON, INC.
STATEMENTS OF FINANCIAL POSITION
AS OF JUNE 30, 2008 AND 2007

2008 2007
ASSETS
Cash and cash equivalents (Notes 2B and 14) $ 949,774 521,576
Grants receivable (Notes 2E, 21 and 3) 10,597,352 6,745,636
Contributions receivable, net (Notes 2D, 2E and 4) 3,038,438 2,089,320
Prepaid expenses and other assets 798,145 965,440
Restricted cash (Notes 2B, 6 and 14) 8,162,670 5,369,127
Investments, at market (Notes 2F and 5) 11,645,163 14,214,910
Property and equipment, net (Notes 2H and 7) 2,973,682 2,616,511
Beneficial interest in perpetual trusts (Notes 2G and 11B) 566,040 611,911
TOTAL ASSETS $ 38,731,264 33,134,431 .
LIABILITIES
Accounts payable and accrued expenses (Note 2K) $ 8,870,631 5,461,429
Bank lines of credit (Note 8) 3,400,000 4,500,000
Due to grantor (Note 2I) 1,931,480 1,503,102
Restitution and client assistance payable (Note 6) 8,162,670 5,369,127
TOTAL LIABILITIES 22,364,781 16,833,658
COMMITMENTS AND CONTINGENCIES (Note 13)
NET ASSETS (Note 2C)
Unrestricted 13,385,210 12,927,835
Temporarily restricted (Note 11A) 2,134,725 2,505,519
Permanently restricted (Note 11B) 846,548 867,419
TOTAL NET ASSETS 16,366,483 16,300,773
TOTAL LIABILITIES AND NET ASSETS $ 38,731,264 33,134,431
The accompanying notes are an integral part of these financial statements. -2-
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SAFE HORIZON, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 65,710 $ 1,268,175
Adjustments to reconcile change in net assets to
net cash used by operating activities:
Depreciation and amortization 1,398,709 1,323,100
Amortization of pledge discount 49,516 -
Allowance for doubtful accounts . 50,000 -
Contributed securities (393,939) (1,245,969)
Loss (gain) on beneficial interest in perpetual trusts 45,871 ‘ (58,389)
Realized gain on sale of investments (460,937) (1,071,712)
Unrealized loss (gain) on investments 1,722,246 (71,497)
Permanently restricted contributions 20,871 (103,389)
Sub-total 2,498,047 40,319
Changes in operating assets and liabilities:
(Increase) or decrease in assets:
Grants receivable (3,851,716) 1,236,905
Contributions receivable (1,048,634) (622,435)
Prepaid expenses and other assets 167,295 (254,202)
Restricted cash (2,793,543) (316,830)
Increase or (decrease) in liabilities:
Accounts payable and accrued expenses 3,409,202 (2,297,902)
Deferred revenue/due to grantor 428,378 40,165
Restitution and client assistance payable 2,793,543 319,963
Net Cash Provided (Used) by Operating Activities 1,602,572 (1,854,017)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments (17,287,433) (10,745,847)
Proceeds from sale of investments 18,989,810 11,927,188
Purchase of property and equipment (1,755,880) (1,438,358)
Net Cash Used by Investing Activities (53,503) (257,017)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from bank line of credit 3,200,000 6,150,000
Repayments on borrowings from bank line of credit (4,300,000) (4,150,000}
Proceeds from permanently restricted contributions (20,871) 103,389
Net Cash (Used) Provided by Financing Activities (1,120,871) 2,103,389
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 428,198 (7,645)
Cash and cash equivalents - beginning of the year 521,576 529,221
CASH AND CASH EQUIVALENTS- END OF YEAR $ 949,774 $ 521,576
Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for interest $ 150,190 § 241,000

The accompanying notes are an integral part of these financial statements. -6-



SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES

Safe Horizon, Inc. ("Safe Horizon") was organized under the not-for-profit corporation law of the State of New
York and is qualified as a public foundation exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code.

Safe Horizon's mission is to provide support, prevent violence and promote justice for victims of crime and
abuse, their families and communities. Safe Horizon receives support from city, state and federal agencies, and
contributions from corporations, foundations and individuals. Substantially all services are performed in New
York City.

Safe Horizon accomplishes their mission through the following major programs:

Domestic Violence and Hotline Programs — Safe Horizon operates three 24-hour hotlines - The New
York City Domestic Violence Hotline, Crime Victims Hotline, Rape and Sexual Assault Hotline. For
victims of violence and their families, a phone call to one of our hotlines serves as a gateway to a range
of services, including emergency shelters for domestic violence victims. Safe Horizon is New York
City’s largest provider of domestic violence residences with more than 500 beds available throughout
the five boroughs. Safe Horizon operates both emergency shelters for crisis situations and transitional
housing where women move to continue services and to plan for a future free from violence. The
shelters offer safety and comprehensive services such as: counseling, housing assistance, life skills
and parenting courses, childcare, health referrals, and Job readiness programs, including computer
training, high school equivalency classes, and workshops covering such topics as resumé
development, interviewing, and conflict resolution.

Community and Criminal Justice Programs — Safe Horizon offers services to victims of crime and
abuse, including victims of domestic violence, sexual assault, stalking, trafficking, and families of
homicide victims. Staff located at community programs, precincts and court programs provide services
that include crisis intervention, support, assistance with understanding and navigating the criminal
justice system, housing and public systems; and individual and group education about victimization and
coping skills. Case management services include advocacy, court accompaniment; practical
assistance including food, clothing, emergency telephones and shelter; and support services through
support groups, safety assessment and risk management, and one-on-one short-term counseling.
Staff provides information and linkages to public entitement programs and community-based
organizations. In addition, Safe Horizon is a recognized national leader in working against human
trafficking, providing direct service and national training and technical assistance. Safe Horizon also
operates the largest batterer's education program in the state, holding men accountable for their
domestic violence offenses each year.

Child, Adolescent and Mental Health Treatment Programs — Safe Horizon has developed
comprehensive programs for children and adolescents who have experienced crime, abuse and/or
trauma, including specific programs for children who have been sexually or severely physically abused,
homeless youth, and school-based programs for children in middle and high school. Safe Horizon is the
pioneer of the urban Child Advocacy Center model that co-locates a multi-disciplinary team of experts
including professionals from the NYPD, District Attorney’s Office, Administration for Children’s Services,
Medical Providers and Safe Horizon. The Child Advocacy Centers provide coordinated services that
expedite the investigation and prosecution of child abuse cases while ensuring victims and impacted
family members receive immediate and effective array of support. Streetwork reaches youth through a
harm-reduction model drop-in center and emergency shelter program for homeless youth. Serving
clients ages 13 to 23, Streetwork provides legal, medical and psychiatric services, individual and group
counseling, case management, advocacy, emergency and transitional housing, GED preparation and
support, assistance obtaining Medicaid and other benefits, hot meals, showers, clothing, acupuncture,
yoga, HIV prevention counseling, and parenting groups, in a safe, non-judgmental setting.



SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES (continued)

Safe Harbor, a safe room in middle and high schools, is a model for school-based violence prevention
education and offers services in schools addressing domestic and sexual violence.

The Safe Horizon Counseling Center is the only New York State licensed out-patient mental
health treatment clinic that specializes in providing services for adult and child victims of crime,
abuse and/or trauma. The Counseling Center is the central hub within Safe Horizon for the
provision of expert mental health and psychiatric treatment services. A range of services is
provided including intake and assessment, individual, couple, family and group counseling,
psychiatric evaluations/consultations and medication management.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Safe Horizon's financial statements have been prepared on the accrual basis of accounting. Safe
Horizon adhqres to accounting principles generally accepted in the United States of America.

B. Safe Horizon considers all highly liquid investments with maturities of 90 days or less when acquired,
to be cash and cash equivalents, except for cash and money market funds contained in Safe
Horizon’s investment portfolio.

C. Safe Horizon maintains its net assets under the following three classes:

e Unrestricted — represents resources available for support of Safe Horizon’s operations over which
the Board of Directors has discretionary control.

e Temporarily Restricted — represents assets resulting from contributions and other inflows of
assets whose use by Safe Horizon is limited by donor-imposed stipulations that either expire by
the passage of time or can be fulfilled and removed by actions of Safe Horizon pursuant to those
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 statements of activities as net assets released from restrictions. In
addition, contributions of unconditional promised to give with payments due in future periods is
reported as temporarily restricted contributions unless the donor expressly stipulates, or
circumstances surrounding the receipt of the promise make clear that the donor intended it to be
used to support activities of the current period.

e Permanently Restricted — represents those resources subject to donor imposed stipulations that
they be maintained intact in perpetuity by Safe Horizon. The donors of these assets permit the use
of all the income earned on related investments, and the net capital appreciation thereon, for
restricted purposes.

D. Unconditional promises to give (pledges) are recorded as income when Safe Horizon is formally
notified of the grants or contributions by the respective donors. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their estimated future
cash flows. The discounts on those amounts are computed using risk-free interest rates applicable to
the years in which the promises are received. Amortization of the discounts is included in contribution
revenue. Conditional promises to give are not included as support until the conditions are substantially
met.

E. Safe Horizon recorded an allowance for doubtful accounts for grants receivable and contributions
receivable of $0 and $50,000, respectively as of June 30, 2008. No allowance for doubtful accounts is
provided for receivables as of June 30, 2007. Such estimate is based on management's evaluation of
the creditworthiness of its donors and grantors, the aged basis of its receivables from government
sources, as well as current economic conditions and historical information.



SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F.

Investments are reported at quoted market value. Donated securities are recorded at their fair
market value on the date received using an average of the high and low price on the date received.
Investment income is recorded as revenue in the unrestricted net asset class unless restricted by
the donor.

. Safe Horizon has been named as the beneficiary of two perpetual trusts. The investment principal

remains part of the trusts and are not the property of Safe Horizon. Therefore, Safe Horizon has no
right to the trust principal until after the death of the donor and other beneficiaries. Because Safe
Horizon will receive a perpetual stream of income from the trusts, the projected contributions are
classified as part of permanently restricted net assets at June 30, 2008 and 2007. Given the nature of
the promises as well as the inability to compute the present value of the income stream, the beneficial
interests have been recorded on the statements of financial position at the fair market value of Safe
Horizon's proportionate share of the trusts. The fluctuation in the market value of the trusts from year
to year is included in the statements of activities of the permanently restricted net assets.

Property and equipment is stated at cost less accumulated depreciation or amortization. These
amounts do not purport to represent replacement or realizable values. Safe Horizon capitalizes all
property and equipment having a cost of $1,000 or more and a useful life of at least two years.
Depreciation is provided on a straight-line basis over the estimated useful lives of the assets.
Furniture, fixtures, and equipment may be revertible to the respective grantor at the termination of a
grant. As of June 30, 2008 and 2007, the net book value of fixed assets revertible to the respective
grantor amounted to approximately $659,000 and $870,000, respectively.

Leasehold improvements are amortized on a straight-line basis over the lesser of their useful lives
or the term of the lease.

Principal support for the programs operated by Safe Horizon is derived from various Federal, New
York State and New York City governmental sources. Safe Horizon recognizes revenue from these
sources when the contractual obligations are met. Cost recovery occurs when the grants awarded
provide for reimbursement of budgeted expenditures incurred within the grant period. The funds are
received in either predetermined installments or in increments based on expenditures for the
period. Upon termination, unexpended cash funds received and revertible equipment purchased
are returnable to the grantor. Accordingly, grant income under these awards is recognized in
amounts equal to budgeted expenditures incurred. Funds received under these grants are subject
to audit.

Unreimbursed expenditures on programs funded under contractual agreements, when such
expenditures are less than contract amounts but more than cash advances, are reflected as grants
receivable. Cash advances in excess of unexpended funds are reflected as due to grantor.

Fee income is recognized and recorded at the time a service is performed. Such services include
counseling, legal services, third-party medical reimbursements, and client fees.

Safe Horizon leases real property under operating leases expiring at various dates in the future.
Since the rent payments increase over time, Safe Horizon records an adjustment to rent expense
each year to reflect its straight-lining policy. The annual adjustment recorded for the years ended
June 30, 2008 and 2007 amounted to $720,000 and $309,000, respectively. Straight-lining of rent
gives rise to a timing difference that is reflected as accounts payable and accrued expenses in the
accompanying statements of financial position.



SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Safe Horizon received noncash contributions consisting primarily of contributed facility and services
(legal and public outreach services). The contributed facility and services have been valued at the
standard market rates that would have been incurred by Safe Horizon to obtain them and are
reported as both revenue and expense in the accompanying financial statements because they
meet the criteria as prescribed by accounting principles generally accepted in the United States of
America.

M. Because Safe Horizon is a multi-program/multi-funded organization, certain costs have been
allocated between program and supporting functions as determined by management. Such
allocations conform to those made in seeking funds from third party sources.

N. 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 certain reported amounts and disclosures at the date of the financial statements. Actual
results could differ from those estimates.

0. Certain line items in the June 30, 2007 financial statements have been reclassified to conform to
the June 30, 2008 presentation.

NOTE 3 — GRANTS RECEIVABLE

Grants receivable due under governmental contracts, grants and entitlements consist of the following as
of June 30, 2008 and 2007:

2008 2007

New York City agencies $ 9,033,953 $ 4,877,145
New York State agencies 1,079,660 1,268,755
Federal agencies 120,828 203,893
Other 362,911 395,843
$ 10,597,352 $ 6,745,636

NOTE 4 — CONTRIBUTIONS RECEIVABLE

Contributions receivable consist of the following as of June 30, 2008 and 2007:

2008 2007
Amount due in less than one year $ 1,643,431 $ 2,089,320
Amount due from one to five years 1,494,523 -
3,137,954 ' 2,089,320
Less: Unamortized discount to present value 49,516 -

Allowance for doubtful accounts

— 50,000

$ 3,038,438 $ 2,089,320

The pledges to be received after one year are discounted to fair value using an interest rate of 2.92% for
the year ended June 30, 2008. Subsequently, the amortization of the discount is reflected as additional
contribution revenue.
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SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 5 — INVESTMENTS:

Investments consist of the following as of June 30, 2008 and 2007:

2008
U.S. Treasury biils $ 11,221,328
Common stocks 220,982
Mutual funds (primarily equities and fixed income) 202,853
Money market funds -
Total $ 11,645,163

2007

$ -
8,108,119
6,060,769

46,022

$ 14,214,910

Investments are subject to market volatility that could substantially change their carrying value in the near

term.

Investment income consists of the following for the years ended June 30, 2008 and 2007:

2008

Interest and dividends $ 807,075
Unrealized (loss) gain on investments (1,722,246)

Realized gain on sale of investments 460,937
(454,224)

Less: Investment management fees (47,990)

$ (502,224)

NOTE 6 — RESTRICTED CASH

2007

$ 828,437
71,497

1,071,712

1,971,646
(53,050)

$ 1,918,596

Restricted cash is restricted for the payment of liabilities for restitution and client assistance. Safe Horizon
acts as an agent for the courts to collect funds from perpetrators and to disburse to victims’ court-awarded

restitution proceeds.

In addition, Safe Horizon acts as an agent for certain donors, principally the September 11th Fund, formed
by the New York Community Trust and The United Way of New York City, to provide direct financial
assistance from the donors' contributions to those directly affected by the events of September 11th.
Recipients of the funds include displaced workers, displaced residents, injured individuals and family
members of those killed or injured. For the years ended June 30, 2008 and 2007, Safe Horizon distributed
approximately $323,000 and $450,000, respectively. As of June 30, 2008, this program has ended.
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SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 7 — PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of June 30, 2008 and 2007:

Estimated
2008 2007 Useful Lives
Equipment $ 9,020,681 $ 8,644,644 2-3 years
Furniture and fixtures 2,621,733 2,592,481 5 years
Leasehold improvements 7,364,062 6,013,471 5 years or remaining
lease term

Total cost 19,006,476 17,250,596
Less: accumulated depreciation and amortization (16,032,794) (14,634,085)
Net book value $§ 2973682 $ 2.616.511

Depreciation and amortization expense amounted to $1,398,709 and $1,323,100 for the years ended June 30,
2008 and 2007, respectively.

Included in leasehold improvements are construction costs of approximately $1.2 million for two program
sites that are being renovated and improved as of June 30, 2008. One of the projects has been completed
in October 2008 for a total cost of approximately $3 million. The estimated cost to complete the other
project is $2.1 million and the approximated completion date is December 2008.

NOTE 8 — BANK LINES OF CREDIT

Safe Horizon has two lines of credit with a bank. The first is for $6,000,000 with a floating interest rate equal
to either bank’s prime rate or .9% above the 30 days Libor rate (3.58% as of June 30, 2008). This line will
expire on May 1, 2010 and is secured by fair value of Safe Horizon’s investments. There were outstanding
borrowings of $3,400,000 and $4,500,000 as of June 30, 2008 and 2007, respectively. As of December 19,
2008, the outstanding borrowings amounted to $5,800,000.

The second is an unsecured line for $6,000,000 which expires on January 2, 2009. Borrowings bear interest
at a floating rate equal to either prime rate or 2.4% over 30 days LIBOR rate (5.08% as of June 30, 2008).
There were no outstanding borrowing as of June 30, 2008 and 2007. In addition, as of December 19, 2008,
there was no borrowing.

As of October 1, 2008, both the secured and unsecured lines were increased to $8,000,000 and $7,000,000,
respectively.

Interest expense on borrowings amounted to $150,190 and $241,000 for the years ended June 30, 2008
and 2007, respectively.

NOTE 9 — IN-KIND CONTRIBUTIONS

For the years ended June 30, 2008 and 2007, Safe Horizon received $51,600 and $41,500, respectively, in
contributed legal services. The legal services are for the Domestic Violence Law Project which provides
representation to low-income and indigent victims of domestic violence in orders of protection, custody,
support, and divorce proceedings and the immigration Law Project which provides free and low cost
services to victims of crime, torture and abuse in immigration proceedings. In addition, Safe Horizon
received contributed services related to public outreach, totaling to approximately $746,000 and $1,707,000
respectively. A substantial number of volunteers have donated significant amounts of time in relation to
Safe Horizon’s program services and other activities. The value of this contributed time does not meet the
criteria for recognition and therefore is not reflected in the statements of activities.
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SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

Further, as of June 30, 2008 and 2007 rent expense amounted to $512,000 and $504,000, respectively.
Such rent was recorded as a contribution in-kind which represents rent-free occupancy of the premises
located at 2 Lafayette Street, New York, New York.

NOTE 10 — PENSION PLAN

Safe Horizon maintains a defined contribution plan which covers all employees with at least one year of
service and 1,000 hours of creditable time who elect to participate in a voluntary contribution 403(b) plan.
Contributions amounted to approximately $573,000 and $555,000 for the years ended June 30, 2008 and
2007, respectively.

NOTE 11 — NET ASSETS

A. Temporarily restricted net assets are available for the following purposes as of June 30, 2008 and 2007:

2008 2007

Purpose restricted: :
Domestic violence programs $ 199,027 $ 111,582
Streetwork and youth programs 535,136 1,031,628
Sexual assault and child advocacy programs 828,411 631,508
Other 572,151 730,801
$§ 2134725 $ 2505519

For the years ended June 30, 2008 and 2007, temporarily restricted net assets were released from donor
restrictions by incurring expenses satisfying the restricted purposes or by the occurrence of other events
specified by donors as follows:

2008 2007

Purpose restrictions accomplished:
September 11" program $ - $ 360,620
Domestic violence programs 145,817 405,077
Criminal justice programs 277,484 224,916
Streetwork and youth programs 2,509,491 1,259,394
Sexual assauit and child advocacy programs 1,002,962 859,588
Other 1,167,913 185,494
$ 5103,667 $ 3,295,089

B. Permanently restricted net assets consist of endowments, the income of which is temporarily restricted
for certain program services. The principal balances cannot be used for any purpose without the prior
consent of the donor or the advisory board of the donor.

Permanently restricted net assets also include Safe Horizon's share of two perpetual trusts (see Note
2G).

Permanently restricted net assets consist of the following as of June 30, 2008 and 2007:

2008 2007

Endowment $ 280,508 $ 255,508
Perpetual trusts 566,040 611,911
$ 846,548 $ 867.419
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SAFE HORIZON, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2008 AND 2007

NOTE 12 — RELATED PARTY

Safe Horizon performs central management and administrative functions for the Houston Housing
Development Fund Corporation (the “Corporation”), in the same manner as Safe Horizon provides services for
its other projects. Safe Horizon charged the Corporation a fixed annual management fee of $20,000 for the
fiscal years ended June 30, 2008 and 2007. In addition, Safe Horizon rents from the Corporation all its
available unit at a fixed price of $48,000 per annum.

NOTE 13 — COMMITMENTS AND CONTINGENCIES

In most instances, grants are subject to audits by city, state and federal auditors, and costs charged
grantors may be adjusted as a result of an audit. Safe Horizon believes that no material provision is required
for cost adjustments.

Safe Horizon is a party to various lawsuits or complaints generally arising in the ordinary course of business.
Safe Horizon believes it has adequate insurance to cover any material damages and, accordingly, such
litigation will not have a material adverse effect on its financial condition.

Safe Horizon is obligated under operating leases for the rental of premises and certain office equipment.
The lease has an escalation clause related to increases in rent and taxes

Future minimum lease payments in each of the five years subsequent to June 30, 2008 and thereafter are
as follows:

2009 $ 4,138,570
2010 3,521,226
2011 3,407,609
2012 2,663,610
2013 1,037,746
Thereafter 5,877,019

$_ 20,645,781

Rent expense for the years ended June 30, 2008 and 2007 amounted to $$4,734,955 and $$4,682,275,
respectively, and is included in occupancy expenses in the accompanying financial statements.

NOTE 14 — CONCENTRATIONS

Safe Horizon maintains cash and cash equivalents in major financial institutions. Financial instruments that
potentially subject Safe Horizon to a concentration of credit risk include cash accounts with a major bank
that exceeded the FDIC insurance limits ($100,000) by approximately $10,614,000 and $5,600,000 as of
June 30, 2008 and 2007, respectively. Such amounts include outstanding checks.
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