








Shes and Clothes for Kids, Inc.

N_dtéé to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)
Inventory: inventory consists of purchased or donated shoes and clothing items for infants and children. Inventory
has been valued at estimated retail value at the date of purchase or donation.

Fixed assets: Investments in office equipment are stated af cost. Depreciation is provided on a straight-line basis
over the estimated useful lives of the capitalized assets. Maintenance and repairs are charged to income as
incurred.

investments: Investments are reported in the statement of financial position at fair value with any realized or
unrealized gains and losses reporied in the statement of activities. Investment income is recognized as revenue in
the period it is eamned and gains and losses are recognized as changes in net assets in the accounting periods in
which they occur.

In-kind contributions: In-kind contributions represent donated goods, professional services, and facilities. The
estimated retail values of professional services and facilities are recorded as contributions and expenses at the date
they are received. The Organization also benefits from a substantial number of nonprofessional volunteer services
during the year, the value of which cannot be quantified and, accordingly, has not been recorded in the financial
statements.

Retirement plan; The Organization has an established non-contributory Section 403(b) retirement plan which covers
all full-time employees.

Operating leases: The Organization leases office space and various office equipment on an annual basis. Lease
expense was $14,257 at December 31, 2009.

Tax status: The Organization is exempt from federal income tax under Section 501(c)(3) of the Internai Revenue
Code.

The Organization adopted the accounting standard on accounting for uncertainty in income taxes, which addresses
the determination of whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the
financial statements. Under this guidance, the Organization may recognize the tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained on examination by taxing authorities,
based on the technical merits of the position. Examples of tax posttions include the tax-exempt status of the
Organization and various positions related fo the potential sources of unrelated business taxable income (UBIT). The
tax benefits recognized in the financial statements from such a position are measured based on the largest benefit
that has a greater than 50 percent likelihood of being realized upon ultimate setflement, The guidance on accounting
for uncertainty in income taxes also addresses de-recognition, classification, interest and penalties on income taxes,
and accounting in interim periods. At December 31, 2009, there were no unrecognized tax benefits identified or
recorded as liabilities.




Shoes and Clothes for Kids, Inc.

Notes to Financial Statements

Note 1. Summary of Significant Accounting Policies (Continued)

- Comparative information: The financial statements include certain prior-year summarized comparative information
"+ in'total but not by net asset class. 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

+ i information should be read in conjunction with the Organization's financial statements for the year ended
- Degcember 31, 2008, from which the summarized information was derived. Certain amounts for 2008 have been
U reclassified to conform fo the current year presentation. in 2009, the Organization reciassified $7,000 from

- "permanently restricted net assets fo unrestricted net assets - funds functioning as endowment.

| Subsequent events: The Crganization has evaluated subsequent events for potential recognition and/or disclosure
through April 23, 2010, the date the financial statements were available to be issued.

Note 2.  Contributions Receivable

Contributions receivable consist of unconditional promises by individuals, foundations, and other entities. At
December 31, 2009, ali contributions receivable represent future contributions that are receivable in less than ane
year.

Note 3. investments

The Organization adopted Fair Value Measurements, which establishes a framework for measuring fair value in
accordance with accounting principles generally accepted in the United States of America, and expands disclosure
about fair value measurements. This statement enabies the reader of the financial statements to assess the inputs
used to develop those measurements by establishing a hierarchy for ranking the quality and reliabifity of the
information used to determine fair values. The statement requires that assets and liabilities carried at fair value be
classified and disclosed in one of the following three categories:

Clevel . Quoted market prices in active markets for identical assets or liabilities.
“Level2:  Observable market based inputs or unobservable inputs that are corroborated by market data.

i _L’é\'re[ 3. Unobservable inputs that are not corroborated by market data.

termining the appropriate leveis, the Organization performs a detailed analysis of the assets that are subject to
alue measurements,
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Note 3. Investments (Continued)

The following table presents the Organization's fair value hierarchy for those assets measured at fair value on a
recurring basis as of December 31, 2009:

Total Level 1 Level 2 Level3
Invesiments
Charitable balanced fund $ 548,746 § 425629 § 123,117 § -
Fixed income fund 226,180 226,180 -
Total $ 774926 § 651,809 § 123,117 § -

The Organization's Level 1 investments are traded on a public exchange, while the Level 2 investmenis value is
provided by the trustee with whom the funds are invested. The valuation techniques for investments have been
consistent from year fo year.

Note4,  Line of Credit
The Organization has available a line of credit for $100,000, which bears interest at a variable rate (3.25% at

December 31, 2009) and is secured by the property and investments now owned or hereafter acquired. There was
no outstanding obligation at December 31, 2009.

Note 5.  Special Events

At December 31, 2009, special events consist of the following:

Revenue Expense Net
é_ért and Sole Luncheon $ 136,833 § 48,577 % 88,256
_OH.'C'Iésséc 62,376 16,704 45,672
' 86,117 36,441 29,676

S ing Fundraiser
: SE 3 265326 § 101,722 § 163,604
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. Notes to Financial Statements

Note 6. Functional Expenses
The following is a detail of expenses by function:

Shoes and Clothing Program Expenses

Donated inventory § 2,148,196
Change in inventory (361,908)
Distribution expenses 296,452
Shoe Gift Certificate Program 115,861
Total Shoes and Clothing Program Expenses 2,198,701
General and Administrative Expenses 51,153
Fundraising 128,337
Total Supporting Expenses 179,490
Total Program and Supporting Expenses
Before In-Kind Expenses 2,378,191
In-Kind Expenses
Program 272,700
Fundraising _ 50,067
General and Administrative Expenses " 3,627
Total In-Kind Expenses Pt 326,394
Total Expenses Sl $ 2,704,585

Buring 2009, the Organization received a S|gnrf cant amount of in-kind rent, professional services, goods, and
materials to assist with program and suppomng opera’nons R

Note 7. Unrestricied Net Assets

Funds functioning as endowment: Funds functloning as endowment represent investments that have been
designated by the Organization's Board of Directors as "endowment" funds; Investment income derived is to be
reinvested into the principal until future usage of theé accumulated investment is determined by the Board of Directors.
The balance of these funds at December 31 2009 was $553 798 and is collateral for the fine of credit.

Board designated reserves: Board desrgnated reserves represent investments maintained by the Organization to
ke used in the event of a sudden Organlzatlonal oppertumty or challenge. The balance of these funds at
December 31, 2009 was $237,085. : AN




s and Clothes for Kids, Inc.

th_é'é to Financial Statements

. Note 8. Temporarily Restricted Net Assets

Temporarily restricted net assets are available for the foliowing purposes as of December 31, 2009;

Net
Beginning Assets Ending
Balance Additions Released Balance
Buying and Distribution Program $ 40,000 $§ 11,000 % 40,000 §$ 11,000
Website and Technology Upgrades 23,250 - 23,250 -
Phone System 25,000 - - 25,000
Spring Fundraiser 2010 Sponsorship - 3,000 - 3,000
Strategic Plan - 17,500 - 17,500
Total $ 88,250 $§ 31,500 $ 63,250 $ 56,500

Note 9. Endowment Funds

The Organization’s endowment consists of funds designated by the Board of Directors fo function as endowments.
As required by generally accepted accounting principles, net assets associated with endowment funds, including
funds designated by the Board of Directors to function as endowments, are classified and reported based on the
existence or absence of donor - imposed restrictions.

In the event that the Organization has donor-restricted endowment funds, the Organization would follow the following
rules:

Interpretation of relevant law: The Board of Directors of the Organization has interpreted the Uniform Management
of Institutional Funds Act (UMIFA) as requiring the preservation of the fair value of the original gift as of the gift date
of the donor-restricted endowment funds absent expiicit donor stipulations to the contrary. As a result of this
interpretation, the Organization classifies as permanentiy restricted net assets (a} the original value of gifts donated
to the permanent endowment and {b) the original vaiue of subsequent gifts to the permanent endowment. In
addition, UMIFA introduced the concept of total return expenditure of endowment net assets for charitable program
purposes, expressly permitting prudent expenditure of endowment net assets for charitable program purposes,
expressly permitting prudent expenditure of both appreciation and income. Thus asset growth and income can be
appropriated for program purposes, subject to the rule that a fund cannot be spent below "historic dollar value.”
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'N':.o'te 9.  Endowment Funds {Continued)

8 'Changes in endowment net assets for the year ended December 31, 2009:

Permanently
Unrestricted Restricted

Beginning balance at December 31, 2608 $ 441696 $ 7,000
(nvesiment return

Net invesiment income 11,550 -

Net appreciation 83,552 -

Total investment return 105,102 -

Contributions : - -

Net assets reclassified 7,000 {7,000)

Ending balance at December 31, 2009 $ 553738 § -

Funds with deficiencies: There are no donor restricted endowment funds at December 31, 2009.

Return objectives and risk parameters: The Organization has adopted an investment policy for endowment assels
that attempis to maximize iong-term return from interest and dividends, yet maintaining the liquidity necessary to
meet cash flow needs. Under this policy, as approved by the Board of Directors, the endowment assets are invested
assuming a low level of risk to maximize long-term returns.

Strategies employed for achieving objectives: To satisfy its long-term rate-of-retum objectives, the Organization
relies on a total return strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). The Organization targets a diversified asset allocation that
places a greater emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.

Spending policy and how the investment objectives relate to spending policy: The Organization has a policy to
preserve the board-designated endowment fund. However, if there is a need or organizational challenge, the
Investment Committee shall take its recommendations to the Board of Directors for approval.

Note 10.  Future Bequest

The Organization has been nofified that it will be the beneficiary of a bequest in the amount of $100,000.
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