KATHERINE R. CONLON

Certified Public Accountant

March 2, 2007

Re:Habitat for Humanity Philadelphia, Inc

To Whom it May Concern:

| am writing to clarify questions regarding the lar gevariance
in program and administrative expense percentages sh own in the
statement of functional expenses between the years ended June 30,
2005 and June 30, 2006 for the above referenced organization.

The organization’s major program expense is related to
construction costs and is recorded at the time that a property is
legally transferred to a buyer. Up until the point in time that a

home is sold, the construction is recorded as an as set on the
statement of financial position either as construction in p rogress
for houses that are currently being worked on or as ¢ ompleted
houses for houses that work has been completed and famil ies have
moved into. Due to the fact that no homes went to settl ement and
were not legally transferred the construction expense is low
resulting in the program expense appearing low in compariso n to
prior years.

Asof June30 ™ 2006, the completed house inventory increased
$370,280 and construction in progress increased $248,708 over the

prior year. Accordingly, had the 5 houses completed du ring the
year been sold the overall program percentage would ha ve been
significantly higher.
| hope this provides some clarity to the unusual si tuation.
Should you have any further questions, please do not hes itate to
contact me.
Sincerely,
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Katherine R. Conlon

130 Putney Lane ® Malvern, PA 19355
(610) 695-9030 ¢ FAX: (610) 251-0658



