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ROBERSON CPA FIRM, PLLC
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Carolina For Kibera, Inc.

We have audited the accompanying statement of financial position of Carolina for Kibera, Inc. (a
nonprofit organization) as of June 30, 2010, and the related statements of activities, functional
expenses and cash flows for the eighteen months then ended. These financial statements are the
responsibility of the Organization’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 Carolina for Kibera, Inc. as of June 30, 2010, and the changes in net assets and
its cash flows for the eighteen months then ended in conformity with accounting principles generally
accepted in the United States of America.

Holseitrn CPA Frm, PLLE

Durham, North Carolina
October 22, 2010




CAROLINA FOR KIBERA, INC.
STATEMENT OF FINANCIAL POSITION
June 30, 2010

2010
ASSETS
CURRENT ASSETS
Cash $ 1,510,899
INVESTMENTS 912,643
FIXED ASSETS, net 1,813
$ 2.4257355
LIABILITIES AND NET ASSETS
NET ASSETS
Unrestricted $ 445,689
Temporarily restricted 932,116
Permanently restricted 1,047,550
$ 24257355

See accompanying notes.




CAROLINA FOR KIBERA, INC.
STATEMENT OF ACTIVITIES
Eighteen Months Ended June 30, 2010

REVENUES AND OTHER SUPPORT
Contributions income
Donated services
Interest income
Investment return
Loss on disposal of assets
Unrealized loss on Endowment
Net assets released from restrictions

EXPENSES
Program services
Supporting services
Management and general
Fund-raising

CHANGE IN NET ASSETS
NET ASSETS - beginning of year

NET ASSETS - end of year

See accompanying notes.

Temporarily ~ Permanently
Unrestricted Restricted Restricted 2008 Total
$ 346,800 $ 863,424 § 108,194 $ 1,318,418
107,620 107,620
19,184 19,184
46,358 46,358
(466) (466)
(5,367) (5,367)
490,481 (490.,481) - .

1,004,610 372,943 108,194 1,485,747
789,711 789,711
52,889 - - 52,8809
25,147 - - 25,147
867,747 - - 867,747
136,863 372,943 108,194 618,000
308,826 559,173 939,356 1,807,355

$ 445,689 $§ 932,116  § 1,047,550  $2,425,355




CAROLINA FOR KIBERA, INC.
STATEMENT OF FUNCTIONAL EXPENSES
Eighteen Months Ended June 30, 2010
Supporting Services

Program Management Fund- Total
Services and General raising Expenses
Salaries and related expenses
Salaries and benefits $ 41,567 $ 5,196 $ 5,196 $ 51,959
Payroll taxes 2,571 321 321 3,213
TOTAL SALARIES AND

RELATED EXPENSES 44,138 5,517 5,517 55,172
Accounting fees - 18,940 - 18,940
Annual report 2,574 - 7,723 10,297
Bank fees - 760 - 760
Conferences and meetings 1,368 1,368 - 2,736
Fundraising expense - - 5,895 5,895
Grants 534,921 - - 534,921
Grants - materials and supplies 84,244 - - 94,244
Insurance 565 - - 565
Investment fees 3,158 - - 3,158
Legal fees - 7,427 - 7,427
Licenses 650 - - 650
Miscellaneous 3,283 9 136 3,428
Office supplies - 3,648 - 3,648
QOutside contract services - 7,910 - 7910
Postage and shipping 4,313 2,157 2,157 8,627
Printing 679 679 - 1,358
Recruitment and development 1,237 1,237 618 3,092
Rent, parking and utilities 1,164 1,164 - 2,328
Student fellowships 61,050 - - 61,050
Taxes 27 27 55 109
Telephone and internet 2,005 573 286 2,864
Travel 32,653 1,473 2,760 36,886
743,891 47,372 19,630 810,893

TOTAL EXPENSES BEFORE
DEPRECIATION 788,029 52,889 25,147 866,065
Depreciation 1,682 - - 1,682
$ 789,711 $ 52,889 $ 25,147 $ 867,747

See accompanying notes.




CAROLINA FOR KIBERA, INC.
STATEMENT OF CASH FLOWS
Eighteen Months Ended June 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets
Adjustments to reconcile increase in net assets
to net cash provided for operating activities:
Depreciation
Unrealized loss on investments

NET CASH PROVIDED FOR OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of marketable securities

Endowment payment received

Reinvested earnings on endowment

Purchase of property and equipment

NET CASH USED BY INVESTING ACTIVITIES

NET INCREASE IN CASH
CASH - beginning of year

CASH - end of year

See accompanying notes.

$

618,000

1,682
5,367

625,049

(197,958)
89,764

(43,200)

(1,694)

(153,088)
471,961

1,038,938

$

1,510,899




CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Carolina for Kibera, Inc. is a nonprofit corporation organized under the laws of the State of North
Carolina on April 23, 2001. The Organization’s purpose is to serve as a granting organization to
CFK-Kenya, a non-governmental organization in Kenya. CFK-Kenya promotes youth leadership
and ethnic and gender cooperation in Kibera, a slum area in Nairobi, through youth sports, young
women's empowerment, and community development. The Organization also works to improve
basic healthcare, sanitation, and education in Kibera. The Organization is supported through public
contributions.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles; consequently, revenues are recognized
when earned and expenses are recognized when incurred.

Investments

The Organization is required by FASB ASC 958-302 “Accounting for Certain Investments Held by
Not-for Profit Organizations” (formerly SFAS No. 124), to report marketable securities with readily
determinable fair values and all investments in debt securities at their fair values in the Statement of
Financial Position. Unrealized gains and loss are included in the change in net assets.

The fair values of long-term investments are based on quoted market prices for those or similar
investments. Investments are held and managed by the University of North Carolina at Chapel Hill.

Estimates

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

Income Taxes

The Organization is exempt from federal income tax under Section 501 (¢)(3) of the Internal
Revenue Code. However, income from certain activities that are not directly related to the
Organization’s tax-exempt purpose is subject to taxation as unrelated business income. In addition,
the Organization qualifies for the charitable deduction under Section 170(b)(1)(A)(vi) and has been
classified as an organization other than a private foundation under Section 5 09(a)(1).




CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash

Cash and cash equivalents include cash and highly liquid short-term investments, with an original
maturity of three months or less.

Contributions

In accordance with FASB ASC 958-605, Accounting for Contributions Received and Contributions
Made (formerly SFAS No. 116), coniributions received are recorded as unrestricted, temporarily
restricted or permanently restricted support depending on the existence or nature of any donor
restrictions. All contributions are considered to be available for unrestricted use unless specifically
restricted by the donor.

Contributions that are restricted by the donor are reported as increases in unrestricted net assets if the
restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is
accomplished) in the reporting period in which the revenue is recognized. All other donor-restricted
contributions are reported as increases in temporarily or permanently restricted net assets, depending
on the nature of the restrictions. When a 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.

Property and Equipment

All acquisitions of property and equipment in excess of $500 and all expenditures for repairs,
maintenance, renewals, and betterments that materially prolong the useful lives of assets are
capitalized. Property and equipment are carried at cost or, if donated, at the approximate fair value at
the date of donation. Depreciation is computed using the straight-line method over the estimated
useful lives of the assets, which are 5-10 years for equipment, vehicles and furniture.

Net Assets

The Organization reports its net assets, revenues, expenses, and gains and losses based on the
existence or absence of donor-imposed restrictions. The Organization reports 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.

Functional Allocation

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




CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncement

In June 2009, through the issuance of Financial Accounting Standards Board (FASB) Statement 168,
"The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted
Accounting Principles” (the ASC or Codification), there became a single official source of
authoritative generally accepted accounting principles in the United States (US GAAP), superseding
existing FASB, American Institute of Certified Public Accountants, Emerging Issues Task Force
(EITF), and related literature. There is now only one level of authoritative US GAAP. All other
literature will be considered non-authoritative. The Codification does not change US GAAP;
instead, it infroduces a new structure that is organized in an easily accessible, user-friendly online
research system. The Codification is effective for periods ending on or after September 15, 2009.
The Company has applied the Codification and this adoption of the Codification did not have an
effect on the Company's financial statements. This new standard is now codified under ASC 105,
"Generally Accepted Accounting Principles." In circumstances where revisions or updates to
existing standards are required, the FASB will issue an Accounting Standards Update (ASU) on the
ASC topic. All of the Company's financial statement disclosures have been updated in accordance
with the Codification.

Fair Value Measurements

The Organization adopted the provisions of FASB ASC 820-10, “Fair Value Measurements and
Disclosures (formerly SFAS 157), for fair value measurements. FASB ASC 820-10 defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. FASB ASC 820 establishes a framework for measuring fair
value and expands disclosures about fair value measurements.

ASC 820 establishes a fair value hierarchy, which requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value. The
standard describes three levels of inputs that may be used to measure fair value:

-Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

-Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly.

-Level 3: One or more significant inputs or significant value drivers are unobservable or based
on market assumptions.

The Organization uses only Level 1 inputs in its fair value measurement.

Subsequent Events

Subsequent events have been evaluated through October 22, 2010, the date of the issuance of the
Organization's financial statements.




CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE B - FINANCIAL INSTRUMENTS

Concentrations of Credit Risk

The Organization maintains its cash balances at financial institutions located in Chapel Hill, North
Carolina. The balances are insured by the Federal Deposit Insurance Corporation up to $250,000 at
each location. At June 30, 2010, the Organizations uninsured cash balances total $1,242,815. The
organization has not experienced any losses with these accounts.

NOTE C - FIXED ASSETS

Fixed assets at June 30, 2010 consisted of the following:

Equipment $ 2,159
Less accumulated depreciation (346)
$ 1,813

Depreciation expense was $1,682 for the eighteen months ending June 30, 2010.

NOTE D - INVESTMENTS

Investments are carried on the books at fair value as follows:

June 30, 2010 Carrying
Cost Market Value
Pooled endowment fund $ 1,137314 $ 912,643 $ 012,643

NOTE E - ENDOWMENT ACCOUNT

Donor-designated Endowments (UPMIFA state)

The Organization’s endowment consists of a pooled endowment account established for specific
purposes as restricted by the donor. Its endowment balance includes only donor-restricted
endowments. As required by accounting principles generally accepted in the United States of
America, net assets, associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.




CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE E - ENDOWMENT ACCOUNT (Continued)

The Board of Directors of Carolina for Kibera, Inc. requires donor-restricted endowment funds to
include the original value of gifts donated to the endowment account that are restricted by the donor,
They consider earnings on the endowment account to be temporarily restricted until they have access
to the funds and the Board of Directors elects to use the funds for unrestricted purposes.

Management has interpreted the State Prudent Management of Institutional Funds Act (SPMIFA) as
requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Organization classifies as permanently restricted net assets (a) the original value of
the gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (¢) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the
fund. The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the Organization in a manner consistent with the standard of
prudence prescribed by SPMIFA. In accordance with SPMIFA, the Organization considers the
following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds: (1) the duration and preservation of the various funds, (2) the purposes of the
donor-restricted endowment funds, (3) general economic conditions, (4) the possible effect of
inflation and deflation, (5) the expected total return from income and the appreciation of
investments, (6) other resources of the Organization, and (7) the Organization's investment policies.

Investment Return Objectives, Risk Parameters and Sirategies

The organization has elected to participate in the endowment account that is organized and operated
for the University of North Carolina at Chapel Hill. By electing to participate in the University's
endowment account, Carolina For Kibera, Inc. has agreed to follow the investment policies and
procedures that are set forth by The University of North Carolina at Chapel Hill Foundation
Investment Fund, Inc. Carolina for Kibera, Inc. agrees that the endowment fund will be operated as
one commingled fund. The Board of Directors of Carolina for Kibera, Inc. requires donor-restricted
endowment funds to include the original value of gifts donated to the endowment account that are
restricted by the donor. They consider earnings on the endowment account to be temporarily
restricted until they have access to the funds and the Board of Directors elects to use the funds for
unrestricted purposes.

The Organization has adopted investment and spending policies, approved by the Board, for
endowment assets that attempt to provide a predictable stream of funding to programs supported by
its endowment funds while seeking to maintain the purchasing power of the endowment assets over
the long-term. Based on the asset allocation policy of the Fund, there are two long-term investment
objectives: (1) to earn an average annual rate of return of at least 5.5% per year, net of all fees, over
rolling five and ten year periods and (2) to earn a rate of return, net of all fees, in excess of 70% S&P
500 Index and 30% Lehman Brothers Government/Corporate Bond Index benchmark over rolling
five and ten year periods.
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CAROLINA IFOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2010

NOTE E - ENDOWMENT ACCOUNT (Continued)

Spending Policies

Each year, the organization may take a distribution of at least 4% to a maximum distribution of 7%
of the Fund's estimated market value at the Fund's fiscal year end. The investment return on the

endowment account is treated as temporarily restricted income until the payout from the endowment
- account is received at the end of the Fund's fiscal year. At the time of the payout the funds are
considered released from restriction. During the cighteen month period the board elected not to
receive any payouts because the account was impaired.

Endowment Net Asset Composition by Fund Type as of June 30, 2010:

Temporarily Permanently Endowment
Unrestricted Restricted Restricted Total
Endowment net assets,
beginning of period $ (172,740) $ - $ 939,356 $ 766,616
Contributions 89,764 - 108,194 197,958
Realized loss (39,663) - . -
Investment fees (6,901) - - -
Unrealized loss (5,367} - - -

Endowment net assets,

end of period $ (134,907) $ $ 1,047,550 $ 912,643

Implementation of FSP FAS 117-1

In August 2008, the Financial Accounting Standards Board issued FASB Staff Position No. FAS
117-1, "Endowments of Not-for-Profit Organizations: Net Asset Classification of Funds Subject to
an Enacted Version of the Uniform Prudent Management of Institutional Funds Act, and Enhanced
Disclosures for All Endowment Funds" (FSP FAS 117-1). FSP FAS 117-1 also requires additional
disclosures about an organization's endowment funds (both donor-restricted endowment funds and
board-designated endowment funds) whether or not the organization is subject to UPMIFA.

The State of North Carolina enacted UPMIFA effective March 19, 2009, the provisions of which
apply to endowment funds existing or established after that date. The Organization has adopted FSP
FAS 117-1 for the year ending June 30, 2010. Management has determined that the majority of the
Organization's permanently restricted net assets meet the definition of endowment funds under
UPMIFA. Based on the Organization’s interpretation of UPMIFA, the Organization has reviewed its
endowment fund and no amount has been reclassified from unrestricted to temporarily restricted net
assets as of June 30, 2010.
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CAROLINA FFOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS
Tune 30, 2010

NOTE E - ENDOWMENT ACCOUNT (Continued)

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor required the Organization to maintain as a fund of
perpetual duration. As of June 30, 2010 the fund was deficient by $(224,671). This deficiency
resulted from unfavorable market fluctuations.

NOTE F — RESTRICTIONS ON NET ASSETS

Temporarily restricted net assets are restricted by grant agreements and are available for general
programming purposes in the amount of $932,116 as of June 30, 2010.

Permanently restricted net assets consist of donor restricted funds that are to be held indefinitely, the
earnings on the donor restricted funds are expendable for general operating purposes in the future.
Permanently restricted net assets are available for the Endowment account in the amount of
$1,047,550 as of June 30, 2010.

NOTE G - RELATED ENTITIES

The Organization is affiliated with the University of North Carolina at Chapel Hill. Under the
agreement the University will provide staffing assistance, office space, investment management
services and daily accounting services at no charge. Carolina for Kibera, Inc. must maintain its state
nonprofit and tax exempt status, conduct activities that are in line with the mission of the University
and follow the University’s accounting policies which include having an annual audit performed.

NOTE H - DONATED MATERIALS AND SERVICES

For the eighteen months ending June 30, 2010 donated materials and services were recognized and
recorded by the Organization as contributions in the amount of $107,620. Donated materials are
reflected in the financial statements at values estimated by the donor at the date of receipt. In
accordance with FASB ASC 958-605, Accounting for Contributions Received and Contributions
Made (formerly SFAS No. 116), the donated services for legal fees and shipping fees were
performed by professionals with skills that otherwise would have been purchased by the
Organization.

The Organization has received approximately 180 volunteer hours for the eighteen months ending

June 30, 2010. No amounts have been reflected in the financial statements for these hours where no
objective basis is available to measure the value of such services.
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CAROLINA FOR KIBERA, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2010

NOTE I- SUBSEQUENT EVENTS

In August 2010, Carolina For Kibera, Inc. signed a new grant agreement for $160,000.
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