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INDEPENDENT AUDITOR’S REPORT

Board of Directors

Warm Blankets Children’s
Foundation, Inc.

Rolling Meadows, lllinois

We have audited the accompanying statement of financial position of Warm Blankets Children’s
Foundation, Inc. (the Foundation) as of June 30, 2009, and the related statements of activities,
functional expenses, and cash flows for the year then ended. These financial statements are the
responsibility of the Foundation’s management. Our responsibility is to express an opinion on
these financial statements based on our audit.

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 examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes 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 financial statements referred to above present fairly, in all material respects,
the financial position of Warm Blankets Children’s Foundation, Inc. as of June 30, 2009, and the
changes in its net assets and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Audpecf— P
Aurora, [llinois
December 11, 2005
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.
STATEMENT OF FINANCIAL POSITION

For the Year Ended June 30, 2009

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 708,504
Accounts receivable 7,002
Contributions receivable from trusts - current portion 29.450
Prepaid expenses and other assets 16,348
Total current assets 761,304
CONTRIBUTIONS RECEIVABLE FROM TRUSTS,
NET OF CURRENT PORTION 113,945
FURNITURE AND EQUIPMENT
Furniture and equipment 174,120
Less accumulated depreciation (63,700)
Net furniture and equipment 110,420
TOTAL ASSETS $ 985,669
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 43,071
Accrued expenses 11,183
Total current labilities 54,254
NET ASSETS
Unrestricted 349,105
Temporarily restricted 582,310
Total net assets 931,415
TOTAL LIABILITIES AND NET ASSETS $ 985,669

See accompanying notes to financial statements.
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2009

Temporarily
Unrestricted Restricted Total
REVENUES
Contributions $ 575,855 $ 1,805,030 $ 2,380,885
In-kind contributions 809,135 - 809,135
Interest and dividends 7,134 - 7,134
Unrealized gain on investments 25 - 25
Change in value of contributions
receivable from trusts - (60,772) (60,772)
Net assets released from restrictions 2,230,004 (2,230,004) -
Total revenues 3,622,153 (485,746) 3,136,407
EXPENSES
Program 3,036,261 - 3,036,261
General and administrative 160,011 - 160,011
Fundraising 264,667 - 264,667
Total expenses 3,460,939 - 3,460,939
CHANGE IN NET ASSETS 161,214 (485,746) (324,532)
NET ASSETS, BEGINNING OF YEAR 187,891 1,068,056 1,255,947
NET ASSETS, END OF YEAR $ 349,105 $ 582,310 § 931415

See accompanying notes to financial statements.
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.

STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended June 30, 2009

General and

Contributions for orphan care

Fiscal support
Supplies
Salaries and wages
Other employee benefits
Payroll taxes
Professional fees
Supplies
Telecommunications
Insurance
Occupancy
Dues and subscriptions
Postage and delivery
Printing and publication
Bank charges
Travel
Utilities
Office
Consultants
Advertising
Depreciation

Program  Administrative Fundraising Total
$ 1,929,628 § - 3 - $ 1,929,628
790,790 - - 790,790
148,344 49,933 114,444 312,721
18,443 2,193 10,652 31,288
12,920 3,947 9,968 26,835
- 11,157 - 11,157
23,808 7.811 5,075 36,694
5,892 1,892 1,892 9,676
- 2,603 - 2,603
13,730 23,033 7,678 44441
- 685 - 685
3,263 3,264 4,470 10,997
- - 11,731 11,731
- 17,440 - 17,440
51,797 - 4,191 55,988
1,017 2,755 1,587 5,359
29,766 17,389 16,969 64,124
6,863 - 34,206 41,069
- - 41,804 41,804
. 15,909 - 15,909
$ 160,011 § 264,667 § 3,460,939

TOTAL FUNCTIONAL EXPENSES 3 3,036,261

See accompanying notes to financial statements.
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.
STATEMENT OF CASH FLOWS

For the Year Ended June 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $  (324,532)

Adjustments to reconcile change in net assets to
net cash from operating activities

Depreciation 15,909
Unrealized gain on investments (25)
(Increase) decrease in
Accounts receivable (3,710}
Contributions receivable from trusts 90,222
Prepaid expenses and other assets (11,412)
Increase (decrease) in
Accounts payable 38,512
Accrued expenses 4,362
Total adjustments 133,858
Net cash from operating activities (190,674)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchases of investments (954)

Purchases of equipment (87,251)

Net cash from investing activities (88,205}

NET DECREASE IN CASH AND CASH EQUIVALENTS (278,879
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 987,383
CASH AND CASH EQUIVALENTS, END OF YEAR $ 708,504

See accompanying notes to financial statements.
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WARM BLANKETS CHILDREN’S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2009

i\)

NATURE OF ACTIVITIES

Warm Blankets Children’s Foundation, Inc. (the Foundation) is a nonprofit Christian
mission dedicated to the rescue of orphans and widows through third world church
planting and outreach. The Foundation’s mission is to restore the lives of orphans in
partnership with churches, corporations, and individuals who have a passion to help needy,
parentless children.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposit accounts, and highly
liquid investments with an initial maturity of three months or less.

Investments

Investments are carried at fair value. Fair values are generally based upon quoted market
prices. Realized and unrealized gains or losses are reflected in the statement of activities.

Fair Value Measurements

The Foundation adopted Statement of Financial Accounting Standards No. 157, Fair Value
Measurement, (SFAS No. 157) as of July 1, 2008, and there was no material impact to the
financial statements. SFAS No. 157 currently applies to all financial assets and liabilities
and for nonfinancial assets and liabilities recognized or disclosed at fair value on a
recurring basis. In February 2008, the Financial Accounting Standards Board (FASB)
issued FASB Staff Position SFAS No. 157-2, Effective Date of FASB Statement No. 157,
which defers the application date of the provisions of SFAS No. 157 for all nonfinancial
assets and liabilities until the beginning of fiscal 2010, except for items that are recognized
or disclosed at fair value in the financial statements on a recurring basis. SFAS No. 157
requires disclosures that establish a framework for measuring fair value in generally
accepted accounting principles, and expands disclosures about fair value measurements.
SFAS No. 157 is intended to enable the readers of financial statements to assess the inputs
used to develop those measurements by establishing a hierarchy for ranking the quality and
reliability of the information used to determine fair values. SFAS No. 157 requires the
assets and liabilities carried at fair value be classified and disclosed in one of the following
categories:

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

Level 2: Observable market based inputs or unobservable inputs that are
corroborated by market data.

Level 3: Unobservable inputs that are not corroborated by market data.
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WARM BLANKETS CHILDREN’S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value Measurements (Continued)

The Foundation did not have any nonfinancial assets recorded at fair value on a recurring
basis at June 30, 2009.

Property and Eguipment

The Foundation generally capitalizes purchases of property and equipment in excess of
$500. Purchased property and equipment are capitalized at cost. Donated assets are
recorded at the estimated fair market value at the date of donation. Depreciation is
computed on a straight-line basis over the useful lives of the assets which generally range
from 5 to 10 years.

Contributions

All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor. Amounts received that are designated for future periods or
restricted by the donor for specific purposes are reported as temporarily restricted or
permanently restricted support that increases those net asset classes. When a temporary
restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the statement of activities as net assets released from restrictions.
The Foundation had no permanently restricted net assets during the fiscal year ended
June 30, 2009.

Functional Allocation of Expenses

The costs of providing program services and other activities have been summarized on a
functional basis in the statement of functional expenses. Certain indirect expenses have
been allocated among the program and supporting services benefited.

Income Taxes
Pursuant to a letter dated June 3, 2005, the Foundation has been determined by the Internal

Revenue Service as exempt from federal income taxes under the provisions of section
501(c)(3) of the Internal Revenue Code and classified as a public charity.



WARM BLANKETS CHILDREN’S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

9 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Income Taxes (Continued)

The Financial Accounting Standards Accounting Board (FASB) has issued Financial
Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes, which
clarifies accounting and disclosure requirements set forth in SFAS No. 109, Accounting for
Income Taxes. In accordance with FASB Issues Staff Position FIN 48-3, Effective Date of
FASB Interpretation No. 48 for Certain Nonpublic Enterprises, the Foundation has elected
to defer the implementation of FIN 48 until June 30, 2010. Currently, the Foundation
recognizes uncertain tax positions, if applicable, based on management’s estimate of
whether it is probable that a liability has been incurred and that amount can be reasonably
estimated.

In view of the Foundation’s tax-exempt status, management does not expect the
implementation of FIN 48 to have a significant impact on the financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

3. TEMPORARILY RESTRICTED NET ASSETS

At June 30, 2009, the Foundation had temporarily restricted net assefs available for the

following projects:
Support for orphan rescue and care $ 438,916
Contributions receivable from trusts 143,394

TOTAL TEMPORARILY RESTRICTED
NET ASSETS $ 582,310

4,  OPERATING LEASE

The Foundation leases an office pursuant to an operating lease agreement with an
expiration date of December 31, 2010. The monthly rate on this lease is $2,597. The
Foundation paid $30,711 for the space it occupies during the year ended June 30, 2009.
The Foundation has determined the rent being charged is less than fair market value.
Accordingly, the Foundation has recognized $13,730 as an in-kind donation and rent
expense for the year ended June 30, 2009.
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

4.  OPERATING LEASE (Continued)
The following is a schedule by year of future minimum lease payments at June 30, 2009.
2010 5 15,582
TOTAL FUTURE MINIMUM LEASE PAYMENTS $ 15,582
5.  SUPPLEMENTAL CASH FLOW INFORMATION
During the fiscal year, the Foundation made no cash payments for interest or income taxes.
6. DONATED GOODS AND SERVICES

The Foundation received in-kind donations of various supplies and materials to be used in
Cambodia for $790,790, the fair market value at the time of donation. The Foundation
also received contributed professional services totaling $4,615. Total in-kind contributions
the Foundation received totaled $809,135 which includes $13,730 of an in-kind rent
donation as further discussed in Note 4 of the financial statements.

7.  CONTRIBUTIONS RECEIVABLE FROM TRUSTS

The Foundation has a beneficial interest in a charitable lead trust and charitable remainder
trusts.

Pursuant to the charitable lead trust agreement, the Foundation expects to receive annual
payments of $29,450 through 2012. The present value of expected future distributions are
estimated at $97,951 using a discount rate of 3% and are reflected in contributions
receivable from trusts in the accompanying financial statements.

The Foundation also has a beneficial interest in two similar charitable remainder trusts,
The present value of estimated future distributions from these trusts is $45,444 which is
reflected in contributions receivable from trusts in the accompanying financial statements.
This estimate is based upon life expectancies of the two current recipients and a discount
rate of 3%.

Revaluations of the expected future distributions are recognized in the accompanying
statement of activities as changes in the value of contributions receivable from trusts.
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WARM BLANKETS CHILDREN'S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

7. CONTRIBUTIONS RECEIVABLE FROM TRUSTS (Continued)

Contributions receivable from trusts measured at fair value on a recurring basis at
June 30, 2009 are as follows:

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable  Unobservable
Assets Inputs Inputs
Assets (Level 1) (Level 2) (Level 3} Total

Contribution receivable,

beneficial interest in

charitable lead annuity

trust $ - 3 - 3 97951 $ 97,951
Contribution receivable,

beneficial interest in

charitable remainder trust - - 45,444 45,444

TOTAL BY LEVEL B - 3 - $ 143395 § 143,395

The following table sets forth a summary of changes in the fair value of the Foundation’s
Level 3 assets for the year ended June 30, 2009.

Contributions
receivable
from trusts

BALANCE, BEGINNING OF YEAR $ 233,617
Change in value of beneficial interest (60,772)
Payment from charitable lead annuity trust (29,450}
BALANCE, END OF YEAR § 143,395

8. SUBSEQUENT EVENTS

Subsequent events are events or transactions that occur after the balance sheet date but
before financial statements are issued or are available to be issued. These events and
transactions either provide additional evidence about conditions that existed at the date of
the balance sheet, including the estimates inherent in the process of preparing financial
statements (that is, recognized subsequent events), or provide evidence about conditions
that did not exist at the date of the balance sheet but arose after that date (that is,
nonrecognized subsequent events).
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WARM BLANKETS CHILDREN’S FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

8.  SUBSEQUENT EVENTS (Continued)

The Foundation has evaluated subsequent events through December 11, 2009, which was
the date that these financial statements were available for issuance, and determined that
there were no significant non recognized subsequent events through that date.
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