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Independent Auditors’ Report

Board of Trustees
Catholic Near East Welfare Association:

We have audited the accompanying consolidated statement of financial position of Catholic Near East
Welfare Association (CNEWA) as of December 31, 2010, and the related consolidated statements of
activities, functional expenses, and cash flows for the year then ended. These consolidated financial
statements are the responsibility of CNEWA’s management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audit. The prior year summarized comparative
information has been derived from CNEWA’s 2009 financial statements and, in our report dated July 15,
2010 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 consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of CNEWA’s internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
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 consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Catholic Near East Welfare Association as of December 31, 2010, and
the changes in its net assets and its cash flows for the year then ended in conformity with U.S. generally
accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the basic consolidated financial statements
taken as a whole. The supplementary information included in Schedules 1 through 10 is presented for
purposes of additional analysis and is not a required part of the basic consolidated financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
consolidated financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic consolidated financial statements taken as a whole.

July 12, 2011

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Consolidated Statement of Financial Position
December 31, 2010
(with comparative amounts as of December 31, 2009)

Assets 2010 2009
Cash and cash equivalents $ 4,419,807 6,155,434
Contributions receivable 1,396,901 928,739
Accrued interest and other receivables 213,616 166,152
Prepaid expenses 232,475 148,453
Investments (note 3) 30,061,613 28,145,038
Trust investments held by others 1,180,994 1,107,061
Fixed assets, net (notes 4 and 6) 6,633,524 1,249,575
Total assets $ 44,138,930 37,900,452
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued expenses $ 734,766 748,839
Annuities payable (note 5) 6,724,617 6,939,208
Amounts held for others - 135,115
Note payable (note 6) 3,970,413 -
End-of-service liabilities 1,452,059 1,214,747
Total liabilities 12,881,855 9,037,909
Net assets (notes 9 and 10):
Unrestricted
Undesignated 4,543,543 4,772,329
Designated 7,388,715 5,339,845
Net investment in fixed assets 2,663,111 1,249,575
Total unrestricted 14,595,369 11,361,749
Temporarily restricted 8,886,353 9,802,719
Permanently restricted 7,775,353 7,698,075
Total net assets 31,257,075 28,862,543
Total liabilities and net assets $ 44,138,930 37,900,452

See accompanying notes to consolidated financial statements.



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Consolidated Statement of Activities

Year ended December 31, 2010
(with comparative totals for the year ended December 31, 2009)

Operating revenue, gains, and other support:
Contributions
Grants from funding agencies
Collections
Legacies and bequests
Investment return, net (note 3)
Contributions in kind
Contributed services

Net assets released from restrictions
Total operating revenue, gains, and other support

Operating expenses:

Program services (note 11):
Pastoral support
Humanitarian assistance
Interfaith communication
Public awareness

Total program services

Support services:
Fund-raising
Management and general
Total support services

Total operating expenses

Increase (decrease) in net assets before
non-operating activities

Non-operating activities:
Transfer to plant fund
Unrealized gain on investments (note 3)
Change in value of annuity obligations
Transfer to designated funds (note 9)
(Decrease) increase in net assets

Net assets at beginning of year

Net assets at end of year

See accompanying notes to consolidated financial statements.

$

Unrestricted
Undesignated Designated Plant

3,721,605 - -
1,429,641 - -
5,185,904 - -
330,618 535,509 -
245,324 - -
10,913,092 535,509 -
12,155,456 - -
23,068,548 535,509 -
5,940,519 - 59,221
9,701,451 - 79,631
606,536 - 9,581
1,765,833 - 35,469
18,014,339 - 183,902
1,859,040 - 34,162
888,770 - 42,030
2,747,810 - 76,192
20,762,149 - 260,094
2,306,399 535,509 (260,094)
(1,673,630) - 1,673,630
432,576 513,361 -
(294,131) - -
(1,000,000) 1,000,000 -
(228,786) 2,048,870 1,413,536
4,772,329 5,339,845 1,249,575
4,543,543 7,388,715 2,663,111




Total Temporarily Permanently 2010 2009

unrestricted restricted restricted Total Total
3,721,605 7,839,705 7,700 11,569,010 12,973,619
- 2,078,177 - 2,078,177 3,970,379
1,429,641 - - 1,429,641 1,438,297
5,185,904 589,491 - 5,775,395 5,875,162
866,127 193,786 46,524 1,106,437 362,753
- - - - 8,243
245,324 - - 245,324 346,340
11,448,601 10,701,159 54,224 22,203,984 24,974,793
12,155,456 (12,155,456) - - -
23,604,057 (1,454,297) 54,224 22,203,984 24,974,793
5,999,740 - - 5,999,740 6,720,965
9,781,082 - - 9,781,082 9,976,232
616,117 - - 616,117 609,698
1,801,302 - - 1,801,302 2,046,958
18,198,241 - - 18,198,241 19,353,853
1,893,202 - - 1,893,202 1,322,587
930,800 - - 930,800 519,272
2,824,002 - - 2,824,002 1,841,859
21,022,243 - - 21,022,243 21,195,712
2,581,814 (1,454,297) 54,224 1,181,741 3,779,081
945,937 537,931 23,054 1,506,922 3,709,256
(294,131) - - (294,131) (400,680)
3,233,620 (916,366) 77,278 2,394,532 7,087,657
11,361,749 9,802,719 7,698,075 28,862,543 21,774,886
14,595,369 8,886,353 7,775,353 31,257,075 28,862,543




CATHOLIC NEAR EAST WELFARE ASSOCIATION
Consolidated Statement of Functional Expenses
Year ended December 31, 2010
(with comparative totals for the year ended December 31, 2009)

Program
Pastoral Humanitarian Interfaith
support assistance communication
Awards and grants:
Subsidies § 2,324,127 3,241,312 -
Project grants 1,946,548 3,731,520 423,548
Special awards 15,891 93,750 547
Total awards and grants 4,286,566 7,066,582 424,095
Operating expenses:
Salaries and related expenses:
Salaries 976,636 1,565,795 105,410
Employee benefits 263,296 405,697 24,383
Payroll taxes 63,710 99,734 5,362
Total salaries and related expenses 1,303,642 2,071,226 135,155
Other operating expenses:
Professional fees and services 51,541 69,032 5,955
Occupancy 97,569 136,839 14,527
Consumable supplies 13,384 23,623 2,592
Telephone and cable 37,175 73,196 3,749
Printing 19,709 57,413 2,887
Postage and shipping 13,425 25,434 1,411
Travel 50,337 88,777 7,825
Administrative and miscellaneous 53,638 65,837 6,024
Insurance 13,375 23,336 2,314
Change in value on currency conversion 158 156 2
Depreciation and amortization 59,221 79,631 9,581
Total other operating expenses 409,532 643,274 56,867
Total operating expenses 1,713,174 2,714,500 192,022
Total expenses $ 5,999,740 9,781,082 616,117




Services Support Services
Public Management 2010 2009
awareness Total Fund-raising and general Total Total Total
- 5,565,439 - - - 5,565,439 5,504,994
45,000 6,146,616 - - - 6,146,616 7,012,259
- 110,188 - - - 110,188 123,348
45,000 11,822,243 - - - 11,822,243 12,640,601
797,898 3,445,739 650,492 534,923 1,185,415 4,631,154 4,599,702
188,650 882,026 169,043 101,823 270,866 1,152,892 908,663
57,311 226,117 45,603 31,334 76,937 303,054 285,165
1,043,859 4,553,882 865,138 668,080 1,533,218 6,087,100 5,793,530
125,135 251,663 52,984 45,079 98,063 349,726 279,988
118,117 367,052 105,508 68,526 174,034 541,086 517,893
9,806 49,405 14,846 6,386 21,232 70,637 91,165
28,119 142,239 29,775 14,974 44,749 186,988 125,498
152,888 232,897 450,970 15,442 466,412 699,309 556,470
94,564 134,834 205,757 9,103 214,860 349,694 331,783
24911 171,850 36,256 15,715 51,971 223,821 192,595
115,119 240,618 78,103 33,875 111,978 352,596 287,739
8,273 47,298 19,616 11,358 30,974 78,272 71,527
42 358 87 232 319 677 (55,847)
35,469 183,902 34,162 42,030 76,192 260,094 362,770
712,443 1,822,116 1,028,064 262,720 1,290,784 3,112,900 2,761,581
1,756,302 6,375,998 1,893,202 930,800 2,824,002 9,200,000 8,555,111
1,801,302 18,198,241 1,893,202 930,800 2,824,002 21,022,243 21,195,712




CATHOLIC NEAR EAST WELFARE ASSOCIATION
Consolidated Statement of Cash Flows
Year ended December 31, 2010

(with comparative amounts for the year ended December 31, 2009)

2010 2009
Cash flows from operating activities:
Increase in net assets 2,394,532 7,087,657
Adjustments to reconcile increase in net assets to net cash
provided by operating activities:
Depreciation and amortization 260,094 362,770
Net appreciation in fair value of investments (2,050,835) (3,351,815)
Permanently restricted contributions received (7,700) (144,242)
Change present in value of annuity obligations 294,131 400,680
Changes in operating assets and liabilities:
Contributions receivable (468,162) 912,312
Accrued interest and other receivables (47,464) 31,762
Trust investments held by others (73,933) (84,727)
Prepaid expenses (84,022) 11,621
Accounts payable and accrued expenses (14,073) 113,745
Amounts held for others (135,115) (2,662,793)
End-of-service liabilities 237,312 (693,652)
Net cash provided by operating activities 304,765 1,983,318
Cash flows from investing activities:
Purchase of investments (7,686,116) (7,690,963)
Proceeds from sale of investments 7,820,376 9,224,838
Acquisition of fixed assets (5,644,043) (431,743)
Net cash (used in) provided by investing activities (5,509,783) 1,102,132
Cash flows from financing activities:
Permanently restricted contributions received 7,700 144,242
Proceeds from gift annuity contracts in excess
of amounts recognized as contributions 386,861 286,041
Proceeds from note payable 4,000,000 -
Payments on note payable (29,587) -
Payments of annuity obligations (895,583) (923,409)
Net cash provided by (used in) financing activities 3,469,391 (493,126)
Net (decrease) increase in cash and cash equivalents (1,735,627) 2,592,324
Cash and cash equivalents at beginning of year 6,155,434 3,563,110
Cash and cash equivalents at end of year 4,419,807 6,155,434

See accompanying notes to consolidated financial statements.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Description of Organization

Catholic Near East Welfare Association (CNEWA) is a special agency of the Holy See established to
support the pastoral mission and institutions of the Catholic churches of the East and to provide
humanitarian and pastoral assistance to the needy and afflicted without regard to nationality, ethnicity,
or religion. It also has been entrusted by the Holy Father with responsibility for promoting the union
of the Catholic and Orthodox churches and for fostering interreligious dialogue.

Although one corporate entity according to the canon law of the Catholic Church, CNEWA is also
organized into as many related civil corporations as appropriate or as may be required by the law of the
various countries in which it conducts its operations. The financial statements reflect the consolidated
accounts of the following related civil corporations:

Catholic Near East Welfare Association. CNEWA is incorporated under the provisions of
Article 2 of the Religious Corporations Law of the State of New York. It has been classified
by the U.S. Internal Revenue Service as exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code (the Code) and is not a private foundation as
described in Section 509(a) of the Code. Its financial statements include the accounts of its
central office in Rome, its administrative headquarters office in New York, and its regional
offices in Addis Ababa, Amman, Asmara, Beirut, and Jerusalem.

CNEWA Canada. CNEWA Canada is incorporated under the provisions of Part II of the
Canada Corporations Act, R.S.C. 1970, Chapter C-32, as amended. It has been determined
by the Canada Customs and Revenue Agency that CNEWA Canada is a charitable
organization as set out under subsection 149.1.(1) of the Registered Charities and the

Income Tax Act and qualifies for tax-exempt status as a registered charity under paragraph
149(1)(f) of the act.

CNEWA India. CNEWA India is a public, religious and charitable trust registered in the
Ernakulam sub registry office, Kerala State, of the Republic of India. It is registered as a
religious trust under Section 12AA of the Income Tax Act, 1961, by the Commissjoner of
Income Tax, Kochi, and registered under Section 6(1)(a) of the Foreign Contribution
(Regulation) Act, 1976, by the Ministry of Home Affairs.

CNEWA Italia. The juridical personality of CNEWA Italia in the Republic of Italy was
recognized and registered, n. 782/11, on March 25, 2011 in the Registro delle Persone
Giuridiche at the Ufficio Territoriale del Governo — Prefettura di Roma.

CNEWA United States. CNEWA United States is incorporated under the provisions of
Section 402 of the Not-For-Profit Corporations Law of the State of New York. It has been
classified by the U.S. Internal Revenue Service as exempt from federal income taxes under
Section 501(c)(3) of the Code and is not a private foundation as described in Section 509(a)
of the Code.

CNEWA recognizes the effects of income tax positions only if those positions are more likely than not
of being sustained. Management annually reviews its tax positions and has determined that there are
no material uncertain tax positions.



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(2) Summary of Significant Accounting Policies

(@)

(b)

()

Basis of Presentation

The consolidated financial statements have been prepared on the accrual basis. All significant
intercompany transactions have been eliminated in consolidation. Net assets and revenue, gains,
and losses are classified based on the existence or absence of donor-imposed restrictions.
Accordingly, the net assets of CNEWA 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 will
be met either by actions of CNEWA or the passage of time.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that they
be maintained permanently by CNEWA. Generally, the donors of these assets permit
CNEWA to use all or part of the income earned on related investments for general or
specific purposes.

Revenue is reported as increases in unrestricted net assets unless its use is limited by donor-
imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and
losses on investments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipulation or by law.
Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been
fulfilled or the designated time period has elapsed) are reported as net assets released from
restrictions.

Cash Equivalents

CNEWA considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents with the exception of cash and those short-term
investments managed by CNEWA’s investment managers for long-term investment purposes,
and collateral accounts securing the Beirut office’s microcredit project, which are included in
investments.

Investments

Investments are reported at fair value. Fair value for equities and fixed income securities is
generally determined based on quoted market prices. The alternative investments, which are
not readily marketable, are carried at estimated fair values as provided by the investment
managers. CNEWA estimates the fair value for which there is not a readily determinable fair
value using net asset value per share or its equivalent. In addition, classification of these
investments within the fair value hierarchy is based on CNEWA’s ability to timely redeem its
interest rather than on valuation inputs. CNEWA agrees with the valuation methods and
assumptions used in determining the fair value of the alternative investments. Those estimated

9



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

fair values may differ significantly from the values that would have been used had a ready
market for these securities existed.

With respect to endowment investments, CNEWA has interpreted NYPMIFA to allow the
spending of income and gains on investments of permanently restricted net assets, absent
explicit donor stipulations that all or a portion of such gains be maintained in perpetuity. Civil
law allows CNEWA to appropriate and spend such income and gains as is prudent, considering
such factors as CNEWA's long- and short-term needs, present and anticipated financial
requirements, expected total return on investments, price level trends and general economic
conditions. Accordingly, such income and gains and losses are reported as temporarily
restricted net assets.

(d) Fair Value Measurements

Fair value is defined as the exchange price that would be received for an asset or paid to transfer
a liability (an exit price) in the principal or most advantageous market for the asset or liability in
an orderly transaction between market participants on the measurement date. CNEWA
classifies its financial assets and liabilities that are measured at fair value, into the following
hierarchy:

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2: Observable inputs other than Level 1 prices such as quoted prices for similar
assets or liabilities; quotes prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the full
term of the assets or liabilities. Level 2 also includes investments in alternative
investments, for which CNEWA has the ability to redeem its investment on or near the
date of the statement of financial position.

Level 3: Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the asset or liabilities. Level 3 includes investments in
alternative investments that are not redeemable near the balance sheet date.

Fair value estimates are made at a specific point in time, based on available market information
and judgments about the financial asset, including estimates of timing, amount of expected
future cash flows and the credit standing of the issuer. In some cases, the fair value estimates
cannot be substantiated by comparison to independent markets. In addition, the disclosed fair
value may not be realized in the immediate settlement of the financial asset. In addition, the
disclosed fair values do not reflect any premium or discount that could result from offering for
sale at one time an entire holding of a particular financial asset. Potential taxes and other
expenses that would be incurred in an actual sale or settlement are not reflected in amounts
disclosed.

10



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(¢) Fixed Assets

Fixed assets are capitalized at cost when purchased, or at fair value at the date of gift when
donated. Depreciation and amortization are provided on a straight-line basis over the estimated
useful lives of the assets.

() End-of-Service Liabilities

iy,

(h)

End-of-service liabilities represent amounts accrued for employees of certain CNEWA offices
payable upon separation from their office in compliance with CNEWA policy and local
statutory requirements.

Split-Interest Agreements

CNEWA's split-interest agreements with donors consist primarily of charitable gift annuities
and life income funds for which CNEWA serves as trustee. Split-interest Agreements are
recognized as a liability at the date the assets are received. These are adjusted annually for
changes in the value of the assets, accretion of the discount, and other changes in the estimates
of future benefits.

CNEWA is also the beneficiary of certain perpetual trusts and other split-interest agreements
held and administered by others. The present value of the estimated future cash receipts from
the trusts is recognized as an asset and as a contribution when CNEWA is notified the trusts
have been established. Distributions from those trusts are recorded as investment income and
the carrying value of the assets is adjusted annually for changes in the estimates of future cash
receipts.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management of CNEWA to make a number of estimates and assumptions
relating to the reporting of assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. These estimates and
assumptions are based on management’s best estimates and judgment. Management evaluates
its estimates and assumptions on an ongoing basis using historical experience and other factors,
including the current economic environment. The current economic environment has increased
the degree of uncertainty inherent in those estimates and assumptions. Management adjusts
such estimates when facts and circumstances dictate. Significant items subject to such
estimates and assumptions include the useful lives and valuation of fixed assets; allowances for
doubtful receivables; valuation of investments and split-interest agreements; and reserves for
employee end-of-service benefit obligations, uncertainties, and other contingencies. As future
events and their effects cannot be determined with precision, actual results could differ from
those estimates.

It
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Contributions and Grants from Funding Agencies

Contributions and grants, including unconditional promises to give, if any, are recognized as
revenue in the period received. Contributions receivable at December 31, 2010 were fully
collected in 2011.

Contributed Services

Support arising from contributed services of certain religious personnel has been recognized in
the consolidated financial statements. The computation of the value of the contribution of these
services represents the difference between the stipends and other amounts actually paid to or on
behalf of these persons and the comparable compensation that normally would be paid to
nonreligious personnel occupying these positions.

Nonoperating Activities

All activity of CNEWA is recorded as operating activity, except for the acquisition of fixed
assets, net of disposals, unrealized activity on investments, the change in value of the annuity
obligations, as well as transfers between undesignated and designated unrestricted net assets
categories, which are considered nonoperating activities.

Comparative Information

The 2010 consolidated statements of activities and functional expenses are presented with 2009
information in total but not by net asset class and functional classification, respectively. Such
information does not include sufficient detail to constitute a presentation in conformity with U.S.
generally accepted accounting principles. Accordingly, such information should be read in
conjunction with CNEWA's consolidated financial statements for the year ended December 31,
2009.

Functional Allocation of Expenses
The costs of providing the various programs and other activities of CNEWA have been

summarized on a functional basis in the consolidated statement of activities. Accordingly, costs
have been allocated among the programs and support services benefited.

Reclassifications

Certain reclassifications have been made to prior year amounts to conform to the current year.

12



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(3) Investments

Investments, at fair value, consist of the following at December 31, 2010 and 2009:

2010
Fair Value Level 1 Level 2 Level 3
Cash and cash equivalents $ 4,246,086 $ 4,246,086 $ -3 -
U.S. government agencies 6,078,729 6,078,729 - -
Corporate debt securities 2,634,407 - 2,634,407 -
Preferred stock 248,750 - 248,750 -
Common stock - domestic 9,516,774 9,516,774 - -
Common stock - foreign 1,357,690 1,357,690 - -
Mutual funds - domestic equity 3,868,398 3,868,398 - -
Mutual funds - foreign equity 481,705 481,705 - -
Alternative investments 1,629,074 - 1,085,012 544,062

$ 30,061,613 § 25549382 § 3,968,169 $ 544,062

2009
Fair Value Level 1 Level 2 Level 3
Cash and cash equivalents $ 6,632,141 $ 6,632,141 $ - $ -
U.S. government agencies 4,829,335 2,264,930 2,564,405 -
Corporate debt securities 1,259,295 - 1,259,295 -
Preferred stock 250,156 250,156 - -
Common stock - domestic 9,077,244 9,077,244 - -
Common stock - foreign 1,180,403 1,180,403 - -
Mutual funds - domestic equity 328,471 328,471 - -
Mutual funds - foreign equity 2,910,227 2,910,227 - -
Alternative investments 1,677,766 - 1,038,037 639,729

$ 28,145,038 $ 22,643,572 $ 4,861,737 $ 639,729

Trust investments held by others are all Level 1 in the fair value hierarchy.

13



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Changes in Level 3 investments during the years ended December 31, 2010 and 2009 were comprised

of the following activities:

2010 2009
Beginning balance $ 639,729 $ 3,408,025
Purchases - 27,000
Sales (61,270) (323,404)
Net unrealized gains (losses) 44,517 (226,000)
Net realized losses (78,914) (90,811)
Transfers to Level 2 - (2,155,081)
Ending balance $ 544,062 $ 639,729

The components of investment return for the years ended December 31, 2010 and 2009 are as follows:

2010 2009
Interest and dividends $ 692,832 833,650
Net appreciation in fair value of investments 2,050,835 3,351,815
Investment expenses (130,308) (113,456)
$ 2,613,359 4,072,009

The underlying investment strategies and liquidity profiles of investments that report using net asset per

share, or its equivalent are as follows:

Fair Unfunded Redemption Redemption

Value Commitments Frequency Notice period
Event driven hedge funds (a) $ 126,487 $ - quarterly 45 days
Multi-manager hedge funds (b) 295,876 - quarterly 45 days
Small cap long/short-hedge funds (c) 326,017 - quarterly 45 days
Merger arbitrage-hedge funds (d) 336,632 - quarterly 45 days
In liquidation-hedge funds (e) 16,012 - none n/a
Private Equity funds-diversified (f) 399,350 174,439 none n/a
Private Equity funds-international

real estate (g) 128,700 - none n/a
Total § 1,629,074 $ 174,439

14



CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(a) The majority of the capital invested in the category is typically allocated to merger and credit strategies,
though the mix can vary widely. Special situation strategies typically constitute a minority of invested
capital.

(b) This category includes investments in managers who further allocate capital to a select group of
experienced hedge fund managers who provide diverse investment strategies. The investment process
involves manager identification, due diligence, portfolio construction, risk management and monitoring
and review. Portfolio construction is a qualitative and quantitative process.

(c) This category includes investments in hedge funds that invest both long and short primarily in U.S.
companies with market capitalizations under $2.5 billion. The manager generally maintains a minimum
short position of 30 percent of the invested long position.

(d) This category includes investment in managers who seek to achieve superior returns through investments
in the securities of issuers that are the subject of cash tender offers, cash mergers, stock mergers,
acquisition attempts, exchange offers, or to a lesser extent, other forms of corporate reorganizations.
Portfolios typically consist of 70% U.S., 20% Canadian and 10% European positions while avoiding
emerging markets. Total net exposure must be less than 100% of the fund’s net asset value.

(e) This category includes investments in hedge funds that are currently in liquidation.

(f) This category includes investments in fund of fund managers who seek to invest in a diversified portfolio
of private equity managers. The managers may also make direct equity investments not to exceed 30% of
committed capital.

(g) This category includes investments in international real estate private equity managers who seek to invest
in a diversified portfolio of international commercial real estate assets, real estate operating companies,
distressed or undervalued credits and high-yield structures.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Fixed Assets
At December 31, 2010 and 2009, the carrying values and estimated useful lives of fixed assets were as

follows:
useful life

(years) 2010 2009
Land $ 3,250,000 $ -
Building and other real property 30 1,032,271 282,271
Leasehold improvements 20 2,330,928 2,519,714
Furniture 10 866,334 869,527
Vehicles and equipment 10 4,543,285 4,212,778
Construction in progress 1,451,749 -
13,474,567 7,884,290

Less accumulated depreciation and

amortization (6,841,043) (6,634,715)

$ 6,633,524 § 1,249,575

Annuities Payable

Total calculated reserves and related invested assets, maintained in segregated accounts in compliance
with legislated requirements mandated by the laws of the states of California and New York for
annuity contracts outstanding consist of the following at 31 December 2010 and 2009:

2010 2009
California New York California New York

Net present value of annuity

contracts $ 663,475 §$ 6,061,142 $ 659,672 $ 6,279,536
NY State required reserves - 1,606,202 - 1,318,703
Other liabilities 350 4,986 - 6,596

350 1,611,188 - 1,325,299
Surplus fund balance 450,664 1,555 326,532 117,435
Annuity assets $ 1,114,489 $ 7,673,885 $ 986,204 §$ 7,722,270

In accordance with the California Insurance Code, Section 11521, 50% of reserve funds are invested
in individual U.S. treasury securities and the remaining 50% are invested according to CNEWA
investment policies. As defined in the New York State Estates, Powers and Trusts Law, Section 11-
2.3, assets are invested in accord with the “prudent investor” standard.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Note Payable

On July 1, 2010, CNEWA entered into an agreement with the Parish Assistance Corporation, for a
loan in the amount of $4,000,000 with a fixed interest rate of 5% for 30 years, to July 1, 2040. The
purpose of this loan was to provide a residence for certain religious personnel. The loan is secured by
the property purchased. Loan payments of principal and interest are as follows:

Year Principal Interest Total
2010 $ 29,587 $ 77,778 $§ 107,365
2011 54,900 202,774 257,674
2012 63,337 194,337 257,674
2013 66,577 191,097 257,674
2014 69,984 187,690 257,674
2015 73,564 184,110 257,674
Thereafter 3,642,051 2,692,444 6,334,495

$ 4,000,000 $ 3,730,230 $ 7,730,230

Pension Plan

Substantially all of CNEWA's New York office employees participate in the noncontributory pension
and retirement plan of the Archdiocese of New York. Because this is a multi-employer plan,
information as to vested and nonvested earned benefits as well as plan assets, as they relate to
CNEWA employees, is not readily available. Pension expense for the years ended December 31, 2010
and 2009 was $186,217 and $184,687, respectively.

Leased Facilities

CNEWA’s New York offices lease space in New York from the Ecclesiastical Assistance Corporation
(EAC). The agreement is renewable annually, with annual rent based on a percentage of square
footage occupied by CNEWA times the total operating expenses of EAC. Rent expense for the years
ended December 31, 2010 and 2009 was $326,281 and $389,239, respectively.

The CNEWA offices in Addis Ababa, Amman, Asmara, Ernakulam, Jerusalem, and Ottawa have lease

agreements renewable on an annual basis. Rent expense under these agreements for the years ended
December 31, 2010 and 2009 was $83,865 and $65,964, respectively.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(9) Net Assets
Unrestricted net assets. CNEWA’s unrestricted undesignated net assets are utilized for general

operations. At December 31, 2010 and 2009 these unrestricted undesignated net assets consisted of
the following:

2010 2009
Current funds $ 2456390 $ 2,969,786
Annuity reserve funds 2,058,414 1,762,669
Pooled income funds 28,739 39,874

$ 4543543 $ 4,772,329

CNEWA'’s Board of Trustees has designated certain unrestricted net assets to function as endowments,
which are adjusted periodically for inflation. Income earned on these net assets may be expended for
the purposes designated by the Board of Trustees. At December 31, 2010 and 2009, these designated
net assets consisted of the following:

2010 2009
Family and needy child assistance funds $ 2,771,178 $ 2,002,442
Novice and professed religious formation funds 1,477,611 1,067,968
Seminarian and clergy formation funds 1,847,015 1,334,962
Pastoral and missionary projects funds 1,108,209 800,977
Educational and ecumenical activities funds 184,702 133,496

$ 7388715 $§ 5339845

Changes in Board-designated net assets for the years ended December 31, 2010 and 2009 are as

follows:

2010 2009
Board-designated net assets, beginning of year $ 5,339,845  § 3,559,942
Investment return, net 682,147 1,094,628
Transfers in 1,000,000 -
Replenishment of underwater endowments 366,723 685,275
Board-desginated net assets, end of year $ 7388715 $ 5339845

CNEWA'’s unrestricted net investments in plant for the years ended December 31, 2010 and 2009
were $2,663,111 and $1,249,575.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

Temporarily restricted net assets. CNEWA’s temporarily restricted net assets at December 31, 2010
and 2009, consisted of the following:

2010 2009
Pastoral support $ 3,369,704 § 2,948,062
Humanitarian assistance 3,341,566 4,466,571
Interfaith communication 276,163 204,915
Public awareness 8,799 21,797
Multi-purpose 1,890,121 2,161,374
Total $ 8,886,353 $ 9,802,719

Permanently restricted net assets. CNEWA invests and manages a variety of permanent
endowment funds in accordance with the instructions of the original donor or receives contributions
from permanent endowment trust managed by others. These investments are held in perpetuity, the
income from which is temporarily restricted for specific purposes and until appropriated for
expenditure. At December 31, 2010 and 2009, these permanently restricted net assets consisted of the
following:

2010 2009
Pastoral support $ 3475954 $ 3,491,298
Humanitarian assistance 902,452 880,724
Interfaith communication 741,147 729,224
Multi-purpose 2,655,800 2,596,829
Total $ 7,775,353  § 7,698,075

Changes in permanently restricted net assets for the years ended December 31, 2010 and 2009 are as
follows:

2010 2009
Permanently restricted net assets, beginning of year $ 7,698,075 $ 7,520,489
Investment return, net 69,578 33,344
Contributions 7,700 144,242
Total $ 7,775,353  §$ 7,698,075
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31, 2010
(with comparative amounts as of and for the year ended December 31, 2009)

(10) Endowment Funds

CNEWA'’s endowment funds include both donor-established endowment funds and funds designated
by the board of trustees to be held as endowments. As required by GAAP, net assets associated with
endowment funds, including funds designated by the board of trustees to be held as endowments, are
classified and reported based on the existence or absence of donor imposed restrictions.

CNEWA classifies as permanently restricted net assets (a) the original value of gifts constituting to the
permanent endowment, (b) the original value of subsequent gifts to the permanent endowment, and
(c) accumulations to the permanent endowment made in accordance with the directives of the applicable
donor gift instrument at the time the accumulation is added to the fund. The remaining portion of the
permanently restricted endowment fund is classified as temporarily restricted net assets until
appropriated for expenditure.

Annual spending authorizations from endowment funds are based on individual fund policies. The
calculation is performed and the withdrawal request is proposed to the President.

The goal of CNEWA’s endowment investment management is to maximize long-term total return
through a combination of income and capital appreciation in a prudent manner consistent with sound
investment practice. To achieve this goal, the endowment portfolio is divided into growth and fixed
income components.

In 2010, CNEWA adopted the New York Prudent Management of Institutional Funds Act (NYPMIFA).
In accordance with the provisions of NYPMIFA, the remaining portion of the donor-restricted
endowment funds that is not classified in permanently restricted net assets is classified as temporarily
restricted net assets until those amounts are appropriated for expenditure in a manner consistent with the
standard of prudence prescribed by NYPMIFA, and in accordance with the disclosure provisions set
forth by ASC 958-205, Not-for-Profit Entities.

The following table presents the changes in the CNEWA’s donor-established restricted endowment
funds and funds designated by the board of trustees to be held as endowments for the years ended
December 31, 2010 and 2009:

Temporarily Permanently

2010 Unrestricted restricted restricted Total

Endowment net assets,
beginning of year $ 5,339,845 862,032 7,698,075 13,899,952
Net investment return 1,048,870 428,204 69,578 1,546,652
Contribution and transfer in 1,000,000 - 7,700 1,007,700
Net assets, end of year $ 7,388,715 1,290,236 7,775,353 16,454,304
Donor-restricted endowment funds $ (267,098) 1,290,236 7,775,353 8,798,491
Board-designated endowment funds 7,655,813 - - 7,655,813
Total funds $ 7,388,715 1,290,236 7,775,353 16,454,304
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CATHOLIC NEAR EAST WELFARE ASSOCIATION
Notes to Consolidated Financial Statements
December 31,2010
(with comparative amounts as of and for the year ended December 31, 2009)

Temporarily Permanently
2009 Unrestricted restricted restricted Total

Endowment net assets,

beginning of year $ 3,559,942 - 7,520,489 11,080,431
Net investment return 1,779,903 863,336 33,344 2,676,583
Contributions - - 144,242 144,242
Other costs - (1,304) - (1,304)
Net assets, end of year $ 5,339,845 862,032 7,698,075 13,899,952
Donor-restricted endowment funds $ (616,990) 862,032 7,698,075 7,943,117
Board-designated endowment funds 5,956,835 - - 5,956,835

Total funds $ 5,339,845 862,032 7,698,075 13,899,952

As of December 31, 2010 and 2009, the fair values of certain endowment funds were below their
original donated corpuses, by amounts totaling $267,098 and $616,990, respectively.

(11) Program Services Expenses

The following tables summarize the composition of certain program services expense categories for
the years ended December 31, 2010 and 2009:

Pastoral support:

2010 2009
Formation of clergy $ 1,684,533 § 1,416,828
Formation of sisters and brothers 373,562 596,785
Formation of lay leaders 125,983 167,172
Advance religious institutions 2,321,879 2,946,375
Assist the Holy See 1,115,197 1,213,044
Support priestly ministry 378,586 380,761

$ 5,999,740 § 6,720,965
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CATHOLIC NEAR EAST WELFARE ASSOCIATION

Notes to Consolidated Financial Statements
December 31, 2010

(with comparative amounts as of and for the year ended December 31, 2009)

Humanitarian assistance:

2010 2009
Care for needy children $ 4,749,161 $ 5,369,628
Advance social service institutions 2,745,584 3,043,895
Respond to urgent human needs 1,328,826 1,433,182
Promote social development 957,511 129,527
$ 9,781,082 $ 9,976,232
Public awareness:
2010 2009
Prepare print publications $ 884,527 $ 899,304
Sustain internet presence 510,175 198,580
Support public awareness programs 406,600 949,074
$ 1,801,302 $ 2,046,958

Interfaith communication expenses for the years ended December 31, 2010 and 2009 were $616,117

and $609,698, respectively.

(12) Subsequent Events

CNEWA has evaluated subsequent events from January 1, 2011 through July 12, 2011, the date the

financial statements were available to be issued.
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CATHOLIC NEAR EAST WELFARE ASSOCIATION

Schedule of Special Awards
Year ended December 31, 2010

Pastoral Humanitarian
Support Assistance Interfaith
Special Awards for individual needy children $ - 66,730 -
Special Awards for individual priests and seminarians 11,612 - -
Special Awards for individual sisters and novices 2,408 - -
Other assistance to individuals and families 1,871 27,020 547
b 15,891 93,750 547
Page 84 Schedule 10






