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FAMILIES FORWARD
STATEMENTS OF FINANCIAL POSITION

September 30, 2009 and 2008

ASSETS
2009 2008

CURRENT ASSETS

Cash and cash equivalents (note 2) $ 339,845 793,023

Grants receivable 157,363 86,370

Prepaid expenses 46,809 49,683

Investments (note 3) 2,012,841 268,999
TOTAL CURRENT ASSETS 2,556,858 1,198,075
PROPERTY AND EQUIPMENT - NET (note 4) 4,289,352 4,195,241
OTHER ASSETS

Assets held in charitable remainder trust (note 3 and 5) 369,849 360,000
TOTAL ASSETS $ 7,216,059 5,753,316

LIABILITIES ANDNETASSETS

CURRENT LIABILITIES

Accounts payable $ 25,037 41,323

Accrued expenses 58,038 47,606

Deferred revenue 9,707 10,457
TOTAL CURRENT LIABILITIES 92,782 99,386
LONG-TERM DEBT

Liability for amounts held for others (note 5) 222,573 231,411
TOTAL LIABILITIES 315,355 330,797
NET ASSETS (note 5)

Unrestricted net assets 6,616,074 5,122,419

Temporarily restricted net assets 284,630 300,100
TOTAL NET ASSETS 6,900,704 5,422,519
TOTAL LIABILITIES AND NET ASSETS $ 7,216,059 5,753,316

See Notes to Financial Statements
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FAMILIES FORWARD

STATEMENTS OF ACTIVITIES

Years ended September 30, 2009 and 2008

UNRESTRICTED NET ASSETS

SUPPORT AND REVENUE:
Contributions

Special events, net of direct benefit expenses of $137,692

and $219,648, respectively (note 8)
Grants from government agencies
Investment income

Rental income

Donated goods and services

TOTAL SUPPORT AND REVENUE

Net assets released from restrictions (note 6)

EXPENSES
Temporary housing and programs
Administration
Fundraising

TOTAL EXPENSES

INCREASE IN UNRESTRICTED NET ASSETS

OTHER
Proceeds from sale of capital buy-out right (note 9)

NET INCREASE IN UNRESTRICTED NET ASSETS

TEMPORARILY RESTRICTED NET ASSETS

Contributions

Unrealized gain on assets held in charitable
remainder trust (note 5)

Net assets released from restrictions (note 6)

(DECREASE) IN TEMPORARILY RESTRICTED
NET ASSETS

TOTAL INCREASE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

2009 2008
$ 868,598 743,439
163,642 246,871
685,379 435,947
25,056 15,561
126,648 147,648
940,048 542,136
2,809,371 2,131,602
34,157 409,057
2,843,528 2,540,659
2,348,882 1,888,446
190,398 162,136
160,593 234,016
2,699,873 2,284,598
143,655 256,061
1,350,000 -
1,493,655 256,061
- 153,589
18,687 -
(34,157) (409,057)
(15,470) (255,468)
1,478,185 593
5,422,519 5,421,926
$ 6,900,704 5,422,519

See Notes to Financial Statements
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Accounting and audit
Association dues

Auto mileage

Bank charges

Community education
Computer expenses
Consultants

Depreciation

Donated materials and services
Dues and subscriptions
Employee benefits

Fund development

Insurance

Maintenance

Newsletter and printing

Office expense

Payroll

Payroll service fees

Payroll taxes

Postage

Prevention program expenses
Property tax

Telephone

Transitional housing expenses
Truck expenses

Utilities

Workers compensation

Total Functional Expenses

FAMILIES FORWARD

STATEMENT OF FUNCTIONAL EXPENSES

Year ended September 30, 2009

Temporary
Housing and
Programs Administration Fundraising Total
$ - 20,500 - 20,500
98,918 736 306 99,961
5,698 13 194 5,905
- 3,655 - 3,655
2,514 - 87 2,600
27,587 4,354 5,938 37,880
2,000 - - 2,000
73,148 4,195 4,334 81,676
935,861 3,000 8,000 946,861
1,652 257 224 2,132
66,933 11,880 9,913 88,726
300 - 2,826 3,126
12,940 1,446 1,180 15,566
20,291 1,018 501 21,811
8,780 419 10,344 19,543
12,601 1,138 1,459 15,198
734,724 122,541 99,071 956,336
2,282 407 332 3,021
57,614 10,149 8,283 76,046
2,390 411 4,451 7,253
153,612 - - 153,612
4,754 19 7 4,780
10,385 1,748 1,739 13,872
60,862 - - 60,862
6,974 - - 6,974
40,902 1,613 661 43,176
5,157 899 743 6,800
$ 2,348,882 190,398 160,593 2,699,873

See Notes to Financial Statements
4



FAMILIES FORWARD
STATEMENT OF FUNCTIONAL EXPENSES

Year ended September 30, 2008

Temporary
Housing and
Programs Administration Fundraising Total
Accounting and audit $ - 20,548 - 20,548
Association dues 95,214 827 376 96,417
Auto mileage 4,797 140 401 5,338
Bank charges - 5,473 - 5,473
Community education 727 - - 727
Computer expenses 23,144 3,163 5,526 31,833
Consultants 8,884 1,080 1,836 11,800
Depreciation 71,826 5,467 5,625 82,918
Donated materials and services 536,450 1,200 - 537,650
Dues and subscriptions 2,609 292 527 3,428
Employee benefits 72,262 9,631 14,447 96,340
Fund development - - 17,321 17,321
Insurance 13,626 1,119 1,620 16,365
Maintenance 22,809 830 536 24175
Mortgage interest 1,523 - - 1,523
Newsletter and printing 6,362 253 16,383 22,998
Office expense 7,561 1,177 2,251 10,989
Payroll 739,781 98,291 147,817 985,889
Payroll service fees 2,137 285 427 2,849
Payroll taxes 57,931 7,693 11,586 77,210
Postage 3,036 414 2,988 6,438
Prevention program expenses 75,929 - - 75,929
Property tax 8,452 20 9 8,481
Telephone 10,943 1,883 2,453 15,279
Transitional housing expenses 62,641 - - 62,641
Truck expenses 11,363 - - 11,363
Utilities 42,564 1,567 712 44,843
Workers compensation 5,875 783 1,175 7,833
Total Functional Expenses $ 1,888,446 162,136 234,016 2,284,598

See Notes to Financial Statements
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FAMILIES FORWARD
STATEMENT OF CASH FLOWS

Years ended September 30, 2009 and 2008

2009 2008
CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets $ 1,478,185 593
Adjustments to reconcile (decrease) increase in net assets
to net cash provided by operation activities
Depreciation expense 81,676 82,918
(Gain) from sale of capital buyout right (1,350,000) -
Unrealized (gain) loss on investments (245) 30,244
(Increase) decrease in grants receivable (70,993) 82,675
(Increase) decrease in prepaid expenses 2,874 (11,362)
(Increase) in contributions receivable - (360,000)
Increase (decrease) in accounts payable (16,286) 21,001
Increase (decrease) in accrued expenses 10,432 (62,710)
(Decrease) in deferred revenue (750) (48,517)
Total adjustments (1,343,292) (265,751)
NET CASH PROVIDED BY (USED FOR) OPERATIONS 134,893 (265,158)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (175,787) (693)
Proceeds from sale of investments 600,000 607,687
Purchases of investments (2,343,597) (300,000)
Increase in liability for amounts held for others - 231,411
Proceeds from sale of capital buyout right 1,350,000 -
Unrealized gain on assets held in charitable remainder trust (18,687) -
NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES (588,071) 538,405
CASH FLOWS FROM FINANCING ACTIVITIES
Payment on notes payable - (24,712)
NET CASH PROVIDED BY (USED FOR) FINANCING ACTIVITIES - (24,712)
NET (DECREASE) INCREASE IN CASH AND EQUIVALENTS (453,178) 248,535
CASH AND EQUIVALENTS, BEGINNING OF THE YEAR 793,023 544,488
CASH AND EQUIVALENTS, END OF YEAR $ 339,845 793,023
NONCASH INVESTING AND FINANCING ACTIVITIES:
Contribution of property and equipment $ - 327,900
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during year for interest $ - 1,522

See Notes to Financial Statements
6



(1)

FAMILIES FORWARD
NOTES TO FINANCIAL STATEMENTS
Years ended September 30, 2009 and 2008

Summary of Significant Accounting Policies

Organization - Families Forward (the Organization) is a not-for-profit agency dedicated
to helping low income and homeless families in need. Families Forward addresses
families’ needs at any point in their crisis by providing a broad spectrum of services,
including: housing, counseling, food, education, case management, life-skills training,
and rent or utility assistance. Support and revenues are raised through various
charitable events, grants and private donations. The Organization was incorporated on
November 30, 1984, and serves families throughout Orange County, California.

Basis of Presentation - The financial statements presentation follows the guidance of
the Financial Accounting Standards Board in its Statement of Financial Accounting
Standards SFAS No. 117, Financial Statements of Not-for-Profit-Organizations. Under
SFAS No. 117, the Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Revenue Recognition - 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 additions
to temporarily restricted or permanently restricted net assets, respectively. When a
temporary restriction has been satisfied, the related temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities as “net
assets released from restrictions.”

When donor restrictions on contributions are satisfied in the same fiscal year as the
receipt of the contribution, the Organization reports both revenue and the related
expense in the unrestricted net asset category.

Grants were received from various governmental agencies and private foundations.
Grant funds were used to refurbish the facilities owned by the Organization and for other
program related purposes and were treated as current period expenditures.

Grants Receivable — Grants receivable are recorded when an obligation from a donor is
committed in writing. Management believes that all grants receivable as of September
30, 2009 and 2008 were fully collectible; therefore, no allowance for doubtful accounts
was recorded.

Unconditional promises to give are reported at fair value at the date the promise is
received. Conditional promises to give are recognized when the conditions on which
they depend are substantially met.
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FAMILIES FORWARD
NOTES TO FINANCIAL STATEMENTS
(Continued)

Summary of Significant Accounting Policies, (Continued)

Cash and Cash Equivalents - The organization considers all cash and short-term
investments with an original maturity date of three months or less to be cash and cash
equivalents.

Property and Equipment - Donations of property and equipment are recorded as
donated goods at their estimated fair value. Such donations are reported as unrestricted
donated goods unless the donor has restricted the donated asset to be used for a
specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported
as restricted support. Absent donor stipulations regarding how long those donated
assets must be maintained, the Organization reports expirations of donor restrictions
when the donated or acquired assets are placed in service as instructed by the donor.
The Organization reclassifies temporarily restricted net assets to unrestricted net assets
at that time. The Organization has elected to capitalize all property and equipment
additions greater than $500. Purchased property and equipment are stated at cost.
Property and equipment are depreciated using the straight-line method over their
estimated useful lives.

Functional Allocation of Expenses - The costs of providing various programs and
other activities have been summarized on a functional basis in the statement of
activities. Accordingly, certain costs have been allocated among the program and
supporting services benefited.

Donated Goods and Services — Donated goods and services, if received, would be
reflected in the accompanying statements at their estimated market values at date of
receipt. Contributions of services are recognized if the services received create or
enhance nonfinancial assets or require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by
donation. At September 30, 2009 and 2008 donated goods and services received by the
Organization meeting the above criteria were valued at $940,048 and $542,136,
respectively.

Income Taxes - The Organization is exempt from Federal and California income tax
under Internal Revenue Code Section 501(c) (3), and similar provisions of the State of
California Revenue and Taxation Code.

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 and disclosures. Accordingly, actual
results could differ from those estimates.
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FAMILIES FORWARD
NOTES TO FINANCIAL STATEMENTS
(Continued)

Cash and Cash Equivalents

Cash and cash equivalents consisted of the following at September 30, 2009 and 2008:

2009 2008

Demand deposits $ 165,745 365,735
Money market funds 174,100 427,288
$ 339,845 793,023

For the years ended September 30, 2009 and 2008, the Organization maintained certain
checking accounts and savings accounts which had balances in excess of Federal
Deposit Insurance Corporation (FDIC) limits by approximately $0 and $489,202,
respectively. The Organization monitors the financial health of the respective institutions
and have not incurred any losses with respect to uninsured deposit amounts.

Fair Value Measurements

SFAS No. 157 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets and liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements).
The three levels of the fair value hierarchy under SFAS No. 157 are described below:

Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for
identical assets and liabilities in active markets.

Level 2 — Inputs to the valuation methodology include quoted prices for similar
assets and liabilities in active markets, and inputs that are observable for the
asset or liability, either directly or indirectly, for substantially the full term of the
financial instrument.

Level 3 — Inputs to the valuation methodology are unobservable and significant to
the fair value measurement.

A financial instrument’s level within the fair value hierarchy is based on the lowest level
of any input that is significant to the fair value measurement.

The following table sets forth by level, within the fair value hierarchy, the organization’s
investments at fair value as of September 30, 2009:
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FAMILIES FORWARD

NOTES TO FINANCIAL STATEMENTS

(Continued)

Fair Value Measurements, (Continued)

Quoted
Prices
in Active Significant
Markets for Other
Identical Observable
Assets Inputs
Eair Value (Level 1) (Level 2)
Certificates of Deposit $1,943,597 $1,943,597 -
Mutual Funds 69,244 69,244 -
Subtotal 2,012,841 2,012,841 -
Assets Held in Charitable
Remainder Trust:
Money Market Funds 26,593 26,593
Bond Funds 105,945 105,945
Equity Funds 237,310 237,310 -
Subtotal 369,849 369,849 -
Total $2,382,690 $2,382,690 -

Property and Equipment

Property and equipment are as follows as of September 30:

Land

Building and improvement
Furniture and equipment
Autos and trucks

Total property and equipment
Accumulated depreciation

Total property and equipment, net

2009
$2,288,341
2,397,702
222,443
34,552

4,943,038

(653,686)
$4,289,352

Significant
Unobservable
Inputs

(Level 3)

2008

2,288,341
2,261,665
226,805
14,555

4,791,366

(596,125)

4,195,241

Depreciation expense for each of the year ended September 30, 2009 and 2008 was

$81,676 and $82,918, respectively.
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FAMILIES FORWARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contributed Net Assets

In 1996, the Organization was notified by the City of Tustin that it was one of several
non-profit entities scheduled to receive property on the former Marine Corp Helicopter
Base — Tustin (Tustin Base). Specifically, the ultimate transfer of 14 residential units
was to be made from the City of Tustin. Subsequent to this notice, the Department of
the Navy sold, at auction, certain land and related improvements, including the 14
residential units, to Marble Mountain Partners (MMP). Pursuant to an agreement dated
May 25, 2005, MMP committed to convey 14 low income residential units to the
Organization. MMP commenced construction on the units during 2005 and completion
of the units began in fiscal year 2007. The organization received title to eleven of the
units during fiscal year 2007 and three during fiscal year 2008. Upon receipt of the units,
the organization reclassified the fair market value of each unit from restricted
Contributions Receivable to unrestricted Fixed Assets. The fair market value was
divided between Land and Residential Buildings based upon the ratio of land to building
provided by the County Assessor through the property tax billings.

On November 17, 2004, the Organization received a Community Housing Development
Organization (CHDO) grant loan from the City of Irvine in the amount of $183,139 to
partially fund the purchase of real property. The property is to be used for transitional
housing rentals for homeless families for a period of 20 years. The purchase price of the
property was approximately $382,000. The remaining funds were provided through a
bank loan, which was paid in full during 2007. If, after the 20 year period, the
Organization is not in default of the provisions of the grant loan, as defined in the
agreement, the grant loan will expire and be of no force or effect on the Organization. In
the event that Organization is in default, a pro rata portion of the grant loan plus accrued
interest at 10% per annum will become immediately due and payable. The pro rata
amount shall be determined by multiplying $183,139 times the percentage obtained by
dividing the number of months remaining on the 20 year term by 240. The grant loan will
be released from restriction over the 20 years at $9,157 per year. The CHDO grant loan
is secured by a second deed of trust on the property. Management believes that the
Organization was in compliance with the provisions of the CHDO grant loan as of
September 30, 2009.

The Organization has been named trustee and remainder beneficiary of an irrevocable
charitable remainder annuity trust, which was created in September 2008. In each
taxable year of the trust, during the annuity period, the trustee shall pay the annuity
beneficiary an annuity amount equal to 5.76% of the initial fair market value of the trust
assets. Upon the death of the beneficiary, the remaining trust assets will be distributed
to the organization. The Organization is restricted by the trust agreement to utilize the
assets for use in programs. A noncurrent asset for the charitable remainder trust was
recognized at the appraised value of $360,000 as of September 30, 2008.

The present value of the expected future annuity payments discounted at a rate of 7%
and is recognized as a liability to amount held for others. The remaining asset value of
$128,589 was recorded as a restricted contribution as of September 30, 2008.

11
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FAMILIES FORWARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contributed Net Assets, (Continued)

During 2009, the asset held in the charitable remainder trust was sold and the proceeds
were used to purchase investments. The fair market value of Assets Held in Charitable
Remainder Trust at September 30, 2009 was $369,849, the Liability for Amounts Held
for Others was $222,573 and the Unrealized Gain on Assets Held in Charitable
Remainder Trust was $18,687. The Unrealized Gain on Assets Held in Charitable
Remainder Trust were comprised of the following:

Assets Held

In Charitable

Remainder

Trust

Loss on sale of asset ($56,107)
Dividend income 4,112
Realized gains on investments 4,165
Unrealized gains on investments 79,140
Investment expenses (725)
Payments to beneficiary (20,736)
Amortized interest on payments to beneficiary 8,838

Unrealized gain on assets held in charitable
remainder trust $18,687

On May 13, 2008, the City of Irvine granted the Organization $25,000 of general revenue
funds to purchase a truck for organizational use. The funds were paid to the
Organization on May 20, 2008. The truck was not purchased by September 30, 2008.
The Organization recognized the grant as a restricted contribution as of September 30,
2008. The truck was purchased in January 2009. The $25,000 has been reclassified as
unrestricted assets at September 30, 2009.

Net assets were restricted for the following purposes as of September 30:

2009 2008

Unrestricted:

Invested in capital assets $4,151,998 4,048,730

Board designated reserves for operations 490,000 440,000

Funds to be designated by the Board 1,350,000 -

Undesignated 624,076 633,689
Total unrestricted net assets $6.616.074 5,122,419
Temporarily restricted:

CHDO grant $137,354 146,511

Truck funds - 25,000

Charitable remainder trust 147,276 128,589
Total temporarily restricted net assets $284.630 300,100

12
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FAMILIES FORWARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Net Assets Released from Restrictions

Net assets released from restriction consisted of the following at September 30:

2009 2008
Satisfaction of restrictions:
CHDO grant $ 9,157 9,157
Tustin grant - 327,900
Truck funds 25,000 72,000
Total net assets released from restriction $34.157 409,057

Retirement Plan

In May, 1997, the Organization established a tax sheltered annuity retirement plan for
the qualified employees under Section 403(b) of the Internal Revenue Code. Under the
provisions of the plan, employees may make voluntary contributions and the
Organization contributes up to 10% of employees’ salaries. The Organization’s
contributions, charged to expense, for the years ended September 30, 2009 and 2008
were $64,520 and $66,308, respectively.

On October 1, 2004, the Board of Directors established a 457(b) deferred compensation
plan for members of the management team. The plan provides for salary reduction only,
with no matching from the Organization.

Special Event Activities

The Organization conducted the following special events for fundraising purposes during
the years ended September 30:

Direct
009 Proceeds Expenses Net

Annual Dinner $298,934 $136,151 $162,783
Community event 2,400 1,541 859
Total $301,334 $137,692 $163,642
2008

Annual Dinner $366,336 $138,423 $227,913
Community event 100,183 81,225 18,950
Total $466,579 $219,648 $246,871

13
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FAMILIES FORWARD

NOTES TO FINANCIAL STATEMENTS
(Continued)

Contingencies

The Organization receives a significant portion of its revenues from government grants
and contracts, which are subject to audit by the grant making agency. Until such audits
have been completed and final settlement determined, there exists a contingency to
refund any amount received in excess of allowable costs. Management believes that no
material liability will result from such audits.

The Organization received notice from the County of Orange that it would receive a
conveyance of real property (Building 834) owned by the Navy and located on the former
Marine Corps Air Property Station El Toro (El Toro). Effective March 14, 2005, the Navy
sold at auction the El Toro property to Heritage Fields, LLC (Heritage). Pursuant to a
letter of agreement dated May 10, 2005, in lieu of Building 834, Heritage committed to
convey to the Organization approximately one acre of real property, to be identified, and
to construct a new building on the property, with an obligation to spend no more than
$1,000,000. The letter of agreement contains a provision allowing Families Forward to
require Heritage Fields to purchase the interest to the Families Forward property for an
amount equal to $1,350,000 (Buyout Right). On February 2, 2009, Families Forward
exercised the buyout right and received $1,350,000 for that right on April 16, 2009. The
Organization’s Board is in the process of designating uses for the funds received.

The Organization also received notice from the County of Orange that it would receive a
conveyance of real property (Building 360) owned by the Navy and located at El Toro.
The property is contaminated and will be conveyed to the Organization pending
environmental clean-up, the completion of which is not possible to predict. Pending
environmental clean-up and final disposition of the property, the navy agreed to lease
the property to the Organization at no cost. Pursuant to the lease, dated December 22,
2005, in furtherance of conveyance the lease shall be for the lesser of 50 years or the
effective date of the conveyance by quitclaim deed. As of September 30, 2009, the
environmental clean-up and final disposition of the property has not occurred; therefore,
the estimated fair value of the property has not been recorded in the financial statements
as of September 30, 2009. The Organization is in the process of obtaining a temporary
use permit for the property to be utilized as a warehouse to store furniture for the
transitional homes.
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