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

Financial Statements
June 30, 2011 and 2010

MALESARDJ, QUACKENBUSH, SWIFT & COMPANY LLC

Certlfled Public Accountants







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

Report of Independent Auditors
Stalements of Financial Position
Statements of Activities

Statements of Functional Expenses
Stalements of Cash Flows

Notes to Financial Statements

FINANCIAL STATEMENTS
June 30, 2011 and 2010

INDEX

MALESARDI, QUACKENBUSH, SWIFT & COMPANY LLC
Certifled Public Accountants




MALESARDI, QUACKENBUSH, SWIFT & COMPANY LLC
Certifled Public Accountants
155 North Dean Strect
Englewood, N.J. 07631
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REPORT OF INDEPENDENT AUDITORS

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

We have audited the accompanying statements of financial position of Free the Kids, Inc. D/B/A Theo's
Work, inc. (a Nol-for-Profit organization) as of June 30, 2011 and 2010, and the related statements of
acfivities, functional expenses and cash flows for the years then ended. These financial statements are
the responsibilily of the Organization's management. Our responsibilily is fo express an opinion on these
financial statemenls based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United Slates
of America. Those slandards require that we plan and perform the audit to obtain reasonable assurance
aboul whether the financial statements are free of material misstatement. An audit includes examining,
on a fest basis, evidence supporling the amounts and disclosures in the financial statements. An audil
also includes assessing lhe accounting principles used and significant eslimates made by management,
as well as evalualing the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial stalemenis referred o above present fairly, in all materiai respects, the
financial position of Free the Kids, Inc. D/B/A Theo's Woark, Inc. as of June 30, 2011 and 20190, and the
changes in its nel assels and its cash flows for the years then ended in conformity wilh accounting
principles generally accepted in the United States of America.

Modyssty Gaunchondiudh sl intls’ lonpam,

Endglewood, New Jersey
February 4, 2012
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FREE THE KIDS, INC. D/B/A THEOQ'S WORK, INC.

STATEMENTS OF FINANCIAL POSITION
June 30, 2011 and 2010

ASSETS
2011 2010
CURRENT ASSETS:
Cash and equivalents $ 566,088 $ 1,467,975
Accrued interest receivable 5,806 -
Total Current Assels 571,894 1,467,975
INVESTMENTS: 474,879 -
Total Assets $ 1,046,773 $ 1,467,975
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 17,574 $ - 24,578
Accrued payroll taxes 4,099 3,162
Total Liabililies 21,673 27,730
NET ASSETS:
Unrestricted 222,312 547,099
Unrestricted - hoard designated 500,000 500,000
Temporarily restricted 302,788 393,146
Total Net Assels 1,025,100 1,440,245
Total Liabililies and Net Assets $ 1,046,773 $ 1,467,975

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

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2011 and 2010

2011 2010

CASH FLOWS FROM OFPERATING ACTIVITIES:
Change in net assels
Adjustments to reconcile change in net assets o
nel cash provided by (used in) operating activities:
Changes in operaling assets and liabilities:

$ (415,145} 3 936,695

Unrealized loss on investments 20,530 -
Accrued interest receivable (5,806) -
Accounts payable (7,004) 6,676
Accrued payroll taxes 947 1,247
Due to Pwoje Espwa - (14,000)
Net Cash Provided by (Used in) Operating Activities (406,478) 930,618
CASH FLOWS FROM INVESTING ACTIVITIES:
Bonds purchased {495,409) -
CASH AND EQUIVALENTS, Beginning of Year 1,467,975 537,357
CASH AND EQUIVALENTS, End of Year $ 566,088 $ 1,467,976

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

NOTES TO FINANCIAL STATEMENTS
June 30, 2011 and 2010

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 thal was founded in 1997 by Father Marc Boisverl, OMI {“Father Marc”), a former
U.S. Navy chaplain who had been assigned to work with Hallian refugees being held in Cuba.
FTK’'s overall mission is lo support the humanitarian efforts of Pwoje Espwa in southern Haiti.
Pwoje Espwa is a multi-faceted program serving the needs of over 2,000 children in Haiti
through (1) basic shelter, food, medical care and trealment through the operation of an
orphanage, (2) educational and religious instruction, (3) consiruction of additional orphanage
facilities, (4) fransportation, energy, and administrative services, and (5) staff and employee
salaries. Falher Marc, who resides in Haiti, is responsible for managing the orphanage and
providing the above services to the children.

FTK is primarily supported by contributions, gifis, and grants. The majorily of lhese
contributions, gifts, and grants are donated by FTK to Pwoje Espwa. In addition, all assels
donated by FTK to Pwoje Espwa are owned by Pwoje Espwa. FTK does not retain
ownership of these assals,

Alternate Name

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

Beneficiaries of Services

FTK limils ils benefits, services, and products lo Pwoje Espwa. Recipients or beneficiaries
are selected by Pwoje Espwa based upon the child’s need for food, shelter, and medical
assisiance.

Pwoje Espwa’s orphanage and village are home to approximately 575 children, providing
shelter, food and cloihing, at a cost of $45 o $60 per monih per child depending on age.
Pwoje Espwa houses approximately 30 additional children in separate quarters at lhe original
orphanage in the city. Pwoje Espwa provides approximalely 3,500 meals per day fo children
living at the orphanage, other children attending school, teachers, and employees. In
addition te the children living at the orphanage, lhere are 1,500 olher students in the Pwoje
Espwa school system,

Financial Accountability

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

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING 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.

MALESARDI, QUACKENBUSH, SWIFT & COMPANY LLC
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FREE THE KIDS, INC. D/B/A THEO'S WORK, INC.

NOTES TO FINANCIAL STATEMENTS {(CONTINUED)
June 30, 2011 and 2010

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

Basis of Presentalion

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
lhat are available for use in carrying out ihe objectives of FTK and include those
expandable resources which have been designated for special use by lhe Board of
Direclors.

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

Permanently restricted net asssets resuit from coniributions from donors who place
restrictions on the use of the funds which mandate thal the original principal be
invested in perpetuily. This original principal is reported as a permanently restricted
net asset, the income from which may be either temporarily restricted or unrestricied,
depending on the donoer'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
uncondilional promise to give is received.

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

Cash and Equivalenls

FTK presents iis Stalements 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 conformily with generally accepted accounting
principles requires management to make estimates and assumptions lhat affect certain
reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporiing period. Actual resuits could differ from those estimates.

Functional Expenses

The expenses have been allocaled among programs based on an analysis of personne! time
and expenses ulilized for the relaled aclivities.

MALESARDI, QUACKENBUSH, SWIFT & COMPANY LLC
Certified Public Accountants




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

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2011 and 2010

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Income Taxes
FTK is exempt from federal and slate income taxes under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, lhe accompanying financial statements do not refiect provisions
for income taxes.
Redlassification
Certain reclassifications have been made {o prior year informalion in order lo conform with
current year presentation.

NOTE 3 - INVESTMENTS:
Investment income for June 30, 2011 and 2010 consisted of dividend and interest income of
$31.312 and $4,578, respectively.

NOTE 4 - TEMPORARILY RESTRICTED NET ASSETS:

Temporarily reslricled net assels were available for the fallowing purposes as of June 30,

2011 and 2010:

Girl's housing
Kitchen

Clinic

Administration center
Education

Total Temporarily Restricted Net Assels

NOTE 5- NET ASSETS RELEASED FROM RESTRICTIONS:

2011 2010
$ 9,482 § 109,094
1,631 54,000
124,794 230,052
150,000 -
16,881 -
302,78 $ 393,146

Nel assels were released from restrictions during the years ended June 30, 2011 and 2010

as follows:

Girl’s housing
Kitchen

Clinic
Preschool
Education

Total Program Reslrictions

2011 2010
$ 101,716 % -
165,240 -
120,000 31,075
- 20,000
77,000 14,000
$ 463956 §  65.075
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FREE THE KIDS, INC. D/IB/A THEQ'S WORK, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2011 and 2010

NOTE 6 - BOARD DESIGNATED ENDOWMENT FUND:

As of June 30, 2011, the Board of Directors has designated $500,000 of unrestricted net
assets as a general endowment fund to support the mission of the Organization. Since that
amount resulted from an internal designation and is not donor-restricted, it is classified and
reported as unresliriclaed nel assets.

Appropriation and distribution of the board designated endowment is at the discretion of the
Board of Direclors.

Composition of and changes in endowment nel assets for the year ended June 30, 2011
ware as follows:

Board designated endowment nel assels, beginning of year $ 500,000
Net investment gains -
Fundraising and other -

Board designaled endowment net assets, end of year $§ 500,000
NOTE 7 - DOMNATED MATERIALS:

During the fiscal year ended June 30, 2011, FTK received donations including orphanage
supplies, medical equipment, and dental equipment. The eslimated retail value of donations
was $177,776. FTK showed the $177,776 as a non-cash donation and included $177,776 in
program services as a donalion to the orphanage operations.

NOTE 8 - CONCENTRATION OF CONTRIBUTIONS:

Unrestricted contributions in the amounts of $2,792,378 were received during the fiscal year
ended June 30, 2011. Of the amount received, the largest donor contributed approximately
$430,283, or approximately 15.4%, while various churches, community organizations and
individuals contributed the balance.

NOTE9- CONCENTRATION OF CREDIT RISK:

FTK maintains its cash in bank accounts at high credit quality financial institutions. The
halances at limes may exceed the federally insured limils.

NOTE 10 - SUBSEQUENT EVENTS:

Subsequent events have been evaluated lhrough February 4, 2012, the date the financial
slatements 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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