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REPORT OF INDEPENDENT AUBITORS

To the Board of Directors of
Free the Kids, Inc. D/B/A Theo's Work, Inc.

We have audited the accompanying statements of financial position of Free the Kids, Inc. D/B/A Thea's
Waork, inc. {a Not-for-Profit organization) as of June 30, 2010 and 2009, and the related statements of
activities, functional expenses and cash flows for the years then ended. These financial statements are
the responsibility of the Organization’s management. Our responsibility is to express an opinion on these
financiai statements based on our audits.

We conducted our audits 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 misstaiement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also inciudes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial positicn of Free the Kids, inc. D/B/A Theo's Work, Inc. as of June 30, 2010 and 2009, and the
changes in its net assets and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

iLj/ A MMA,({(:MMW )@‘{‘4"‘:/% c ug-uf% Lc

Englewood, New Jersey
January 6, 2011
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FREE THE KIDS, INC. B/8/A THEQ'S WORK, INC.

STATEMENTS OF FINANCIAL POSITION
June 30, 2010 and 2609

ASSETS
2010 2009
CURRENT ASSETS:
Cash and equivalents $ 1467975 $ 537,357
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 24,578 % 17,902
Accrued payroll taxes 3,152 1,805
Due to Pwoje Espwa - 14,000
Total Liabilities 27,730 33,807
NET ASSETS:
Unrestricted 899,111 438,475
Unrestricted - board designated 500,000 -
Temporarily restricted 241,134 65,075
Total Net Assets 1,440,245 503,550
Tota! Liabilities and Net Assets $ 1,467,975 3 537,357

The accompanying notes are an integral
part of these financial statements.
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FREE THE KIDS, INC. B/B/A THEO'S WORK, INC,

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2010 and 2009

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile change in net assets to

net cash provided by (used in) operating activities:

Changes in operating assets and labilities:
Accounts payable
Accrued payroll taxes
Due o Rotary International
Due to Pwoje Espwa

Net Cash Provided by (Used in} Operating Activities
CASH AND EQUIVALENTS, Beginning of Year

CASH AND EQUIVALENTS, End of Year

2010 2009

$ 936695 $  (57,351)
6,676 16,578

1,247 1,005

- (56,000)

(14,000} 14,000
930,618 (80,868)

537,357 618,225

$ 1,467,075 $ 537,357

The accompanying notes are an integral
part of these financial statements.
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FREE THE KIDS, INC. D/B/A THEQ'S WORK, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2010 and 2009

NOTE 1- NATURE OF ACTIVITIES AND ORGANIZATION;

Free the Kids, Inc. D/B/A Theo's Work, Inc, (“FTK") is a humanitarian, Not-for-Profit
corporation that was founded in 1897 by Father Marc Boisvert, OMI ("Father Marc”), a former
U.5. Navy chaplain who had been assigned to work with Haitian refugees being held in Cuba.
FTK's overall mission is to support the humanitarian efforts of Pwoje Espwa in southern Haiti,
Pwoje Espwa is a multi-faceted program serving the needs of over 1,000 children in Haiti
through {1} basic shelter, food, medical care and treatment through the cperation of an
orphanage, (2) educational and religious instruction, (3) construction of additional orphanage
facilities, (4) transportation, energy, and administrative services, and {5) staff and employee
salaries. Father Marc, who resides in Haiti, is responsibie for managing the orphanage and
providing the above services to the children.

FTK is primarily supported by contributions, gifts, and grants. The majority of these
contributions, gifts, and grants are donated by FTK to Pwoje Espwa. In addition, all assets
donated by FTK to Pwoje Espwa are owned by Pwoje Espwa. FTK does not retain
ownership of these assets.

Alternate Name

On December 9, 2008, Theo's Work, Inc. registered an alternate name with the State of New
Jersey. The alternate name to be used is Free The Kids, Inc.

Beneficiaries of Services

FTK limits its benefits, services, and products to Pwoje Espwa. Recipients or heneficiaries
are selected by Pwoje Espwa based upon the child's need for food, shelter, and medical
assistance.

Pwoje Espwa's orphanage and village are home to approximately 575 children, providing
sheiter, food and ciothing, at a cost of $45 to $60 per month per child depending on age.
Pwoje Espwa houses approximately 30 additional children in separate guarters at the original
orphanage in the city. Pwoie Espwa provides approximately 3,000 meals per day, 700-800 of
which are provided for children who do not reside in the orphanage. In addition, there are
1,600 students in the Pwoje Espwa school system.

Financial Accountapility

Father Marc is a member of a religious order who must obtain permission from the
missionary oblates of Mary Immaculate prior to incurring expenses for Pwoje Espwa. The
approval process is informal.

Income Taxes
FTK is exempt from federal and state income taxes under Section 501(c}{3} of the Internal

Revenue Cede. Accordingly, the accompanying financial statements do not reflect provisions
for income taxes.
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FREE THE KIDS, INC. D/B/A THEO'S WORK, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2010 and 200%

NOTE 2 - SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES:

Basis of Accounting

The financial statements of FTK have been prepared on the accrual basis of accounting.
Accordingly, revenues are recognized when earned and expenses are recognized when
incurred.

Basis of Presentation

All transactions have been recorded and reported as unrestricted, temporarily restricted, or
permanently restricted net assets:

Unrestricted net assets consist of investments and otherwise unrestricted amounts
that are available for use in carrying out the objectives of FTK and include those
expandable resources which have been designated for special use by the Board of
Directors.

Temporarily restricted net assets represent those amounts which are donor-restricted
for specific purposes. When a donor restriction expires, that is, when a stipulated
time restriction ends or a purpose restriction is accomplished, temporarily restricted
net assets are reclassified o unrestricted net assets and reported on the statement of
activities as net assets released from restrictions.

Permanently restricted net assets result from contributions from donors who place
rastrictions on the use of the funds which mandate that the original principal be
invested in perpetuity. This original principal is reported as a permanently restricted
net asset, the income from which may be either temporarily restricted or unrestricted,
depending on the denor's specifications.

in the absence of donor restriction, contributions and bequests are considered to be available
for unrestricted use. All income is recognized in the period when the contribution, pledge, or
unconditional promise to give is received.

FTK records doner-restricted contributions whose restrictions are met in the same reporting
period as unrestricted support.

Cash and Equjvalents

FTK presents its Statements of Cash Flows using the indirect method. For purposes of cash
flows presentation, FTK considers investments with maturities of three months or less to be
cash equivalents.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts of assets and liahilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reperted amecunts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

7

MALESARDI, QUACKENBUSIH, SWIFT & COMPANY LLC

Certified Public Accountants



FREE THE KIDS, INC. D/B/A THEO'S WORK, INC.,

NOTES TO FINANCIAL STATEMENTS {CONTINUED)
June 30, 2010 and 2009

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Functicnal Expenses

The expenses have been allocated among programs based on an analysis of personnel {ime
and expenses utilized for the related activities.

Reclassification

Certain reclassifications have been made to prior year information in order to conform with
current year presentation.

NOTE 3- ENDOWMENT FUND:

As of June 30, 2010, the Board of Directors has designated $500,000 of unrestricted net
assets as a general board-designated endowment fund to support FTK's operations. Since
that amount resulted from an internal designation and is not donor-restricted, it is classified
and reported as unrestricted net assets.

FTK maintains an Endowment Program for the explicit purpose of assuring the continuity and
viability of FTK. The funds may be expended at the discretion of the governing board for the
benefit of FTK's programs.

NOTE 4 - TEMPORARILY RESTRICTED NET ASSETS:

Temporarily restricted net assets were available for the following purposes as of June 30,
2010 and 2009:

2010 2009
Girl's housing $ 108,094 § -
Kitchen 100,000 -
Clinic 32,040 31,075
Preschoot - 20,000
Sanitation work - 14,000
Total Temporarily Restricted Net Assets $ 241134 $§ 65075

NOTE 5- NET ASSETS RELEASED FROM RESTRICTIONS:

Net assets were released from restrictions during the years ended June 30, 2010 and 2009

as follows:
2010 2008
Clinic $ 31,078 3 -
Preschool 20,000 -
Sanitation work 14,000 14,000
Total Program Restrictions . B5075 § 14,000
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FREE THE KIDS, INC. D/B/A THEO'S WORK, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2010 and 2009

NOTEG6 - DONATED MATERIALS:

During the fiscal year ended June 30, 2010, FTK received donations including orphanage
supplies, medical equipment, and dental equipment. The estimated retail value of donations
was $118,151. FTK showed the $118.151 as a non-cash donation and included $118,151 in
program services as a donation {o the orphanage operations.

NOTE 7- CONCENTRATION OF CONTRIBUTIONS:

Unrestricted contributions in the amounts of $2,691,457 were received during the fiscal year
ended June 30, 2010. Of the amount received, the largest donor contributed approximately
$331,000, or approximately 12%, while various churches, community organizations and
individuals contributed the balance.

NOTE 8 - CONCENTRATION OF CREBIT RISK:

FTK maintains its cash in bank accounts at high credit quality financial institutions. The
balances at times may exceed the federally insured limits.

NOTE ¢ - SUBSEQUENT EVENTS:

Subsequent events have been evaluated through January 6, 2011, the date the financial
statements were issued. No events have occurred subsequent to the statement of financial
position date and through the date of issuance that would require adjustment to or disclosure
in the accompanying financial statements.
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