
































NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES, Continued

Functional allocation of expenses
The costs of providing the various program and activities have been summarized on a functional basis in
the Statements of Activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited based on management’s estimate of the time spent by the individuals in
each functional category as well as each department’s allocation of expenses.

Income tax status
The Organization is exempt from both federal and state income taxes under Section 501(c)(3) of the
Internal Revenue Code and therefore has no provision for federal income taxes in the accompanying
financial statements. In addition, the Organization qualifies for the charitable contribution deduction
under Section 170(b)(1)}(A) and has been determined by the Internal Revenue Service not to be a private
foundation under Section 509{a)(2).

In December 2008, the FASB provided for a deferral of the effective date of FASB Accounting for
Uncertainty in Income Taxes for certain nonpublic enterprises to annual financial statements for fiscal
years beginning after December 15, 2008. The Organization elected this deferral and accordingly adopted
FASB Accounting for Uncertainty in Income Taxes in its 2009 financial statements. The adoption of FASB
Accounting for Uncertainty in Income Taxes did not have a material impact on the Organization’s financial
position or results of operations.

Fair value measurements
The Organization utilizes a three-tier fair value hierarchy that clarifies fair value as an exit price,
representing the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Subsequent events
In preparing these financial statements, the Organization has evaluated events and transactions for
potential recognition or disclosure through April 20, 2010, the date the financial statements were
available to be issued.

NOTE 3 - GRANTS RECEIVABLE

The Organization has entered into several grant contracts that are accounted for on a cost reimbursement
basis. These grants call for the Organization to spend its unrestricted funds conducting the program and then
seek reimbursement from the grantor. As of December 31, 2009 and 2008, the following amounts have been
spent but not yet been received through reimbursement:

2009 2008

Trident United Way S 28,862 S -
South Carolina Department of Social Services 17,235 20,458
Good Cheer Fund 13,100 -
Post and Courier - 31,271
South Carolina Food Bank - 76,571
United Way of Bamberg - 2,500

Total grants receivable S 59,197 $§ 130,800
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NOTE 4 - INVENTORIES

Inventories consisted of the following at December 31:

2009 2008
Non USDA commodities $ 1,073,915 S 1,004,178
USDA commodities 218,417 333,637

$ 1,292,332 S 1,337,815

NOTE 5 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at December 31:

2009 2008

Land $ 1,200,000 $ 1,200,000
Building 3,556,909 3,354,423
Transportation equipment 404,928 308,344
Warehouse equipment 404,126 241,765
Furniture and office equipment 98,207 83,156
Leasehold improvements - 160,478

5,664,170 5,348,166
Less accumulated depreciation 508,298 484,402

$ 5,155,872 S 4,863,764

Depreciation expense totaled $172,074 and $55,596 for the years ended December 31, 2009 and 2008,
respectively.

NOTE 6 - PROMISES TO GIVE

Unconditional promises to give are comprised of the following at December 31:

2009 2008
Amounts due in:

Less than one year $ 1,339,306 S 988,552
One to five years 618,579 923,714
More than five years 300,200 400,400
2,258,085 2,312,666

Less present value discount 84,917 155,678
Total $ 2,173,168 $ 2,156,988
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NOTE 7 - REFUNDABLE ADVANCES

The Organization has entered into several grant contracts that are accounted for on an exchange transaction
basis. The grantors provide funds in advance for the Organization to spend conducting a particular program or
for a particular use. Amounts received in advance but not used by any period end are recorded as a liability until
the program or use stipulation has been satisfied.

2009 2008
Daniel Island Community Foundation S 39,672 S 27,118
Walmart Foundation 23,986 -
Lothman Family Fund 9,002 5,000
Wachovia Foundation 7,412 3,776
Sisters of Charity - 102,628
Mary Reynolds Babcock - 36,262
Frances Bunnell Foundation - 6,299
Ronald McDonald House - 9,177
Women Making a Difference - 9,000

S 80,072 S 199,260

NOTE 8 - FINANCIAL INSTRUMENTS

Derivative financial instruments are utilized by the Organization to reduce interest rate risks. The
Organization does not use derivatives for speculative trading purposes.

During November 2007, the Organization entered into an interest rate cap agreement, which was effective
in December 2007, to reduce its exposure to fluctuations in interest rates with respect to $1,200,000 of its
variable rate note payable (See Note 9). In May 2008, the original interest rate cap agreement was modified to
revise the settlement dates. The notional amount under the modified interest rate cap agreement, which
terminates in May 2011, is equal to $1,138,333, the balance of the agreement at the modification date, and
requires settlement on a quarterly basis. All other terms of the interest rate cap agreement remained
unchanged.

In June 2008, the Organization entered into an interest rate swap agreement, a form of derivative,
with a major financial institution. This agreement became effective in May 2008 and expires in May 2012. This
agreement effectively converts $2,500,000 of its note payable (See Note 9) to a fixed rate of 6.38% and requires
settlement on a quarterly basis. The difference in interest between the fixed rate and effective LIBOR interest
rate is recognized as an adjustment to interest expense in the period incurred.

The Organization does not use hedge accounting and therefore records the derivative instruments at fair
market value at year-end as reflected on the balance sheet, with changes in market value included in current
change in net assets as a gain or loss on derivatives. Values are measured based on estimates of the amount
needed to settle the agreements as calculated by the counterparties to the swap agreements. Such calculations
were based on changes in market conditions and/or assumptions underlying valuation models. See Note 16 for
fair value disclosure.
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NOTE 9 - NOTE PAYABLE

On December 21, 2007, the Organization signed a $3,700,000 promissory note with a bank payable every
four months with principal payments in the amount of $61,667, beginning April 2008. Interest payments are
payable at a rate equal to the 1-month LIBOR (0.23% at December 31, 2009) plus 1.43% beginning April 2008. In
May 2008, the promissory note was modified to begin quarterly principal payments of $46,250 on July 2008,
with a maturity in May 2012. All other terms of the note remained the same.

Maturities of notes payable in each of the years following December 31, 2009 are as follows:

2010 $ 185,000
2011 185,000
2012 2,990,833

$ 3,360,833

NOTE 10 - COST OF SHARED MIAINTENANCE REVENUE

The majority of the cost of shared maintenance revenue is related to the value of donated inventory, which
is given away prior to the point of spoilage. Although the expense consists mainly of the value of donated
inventory, there are other costs associated with the distribution of the food such as shared maintenance paid to
other food banks to obtain the food, transportation of the food, and value added product purchases. The
change in inventory levels and the above additional expenses cause donated inventory not to equal the cost of
shared maintenance revenue.

The cost of food spoilage for the years ended December 31, 2009 and 2008 was approximately $943,000
and $968,000, respectively, and is included in food distribution expenses.

NOTE 11 - RELATED PARTY TRANSACTIONS

Lowcountry Food Bank, Inc. is affiliated with Feeding America, a national food bank association. Food
obtained through Feeding America and affiliated food banks represents approximately 25% and 30% of the total
amount of donated food received during 2009 and 2008, respectively. The Organization paid a membership fee
to Feeding America of $9,128 for the years ended December 31, 2009 and 2008, based on food received.

The Executive Director of the Organization serves as President of the South Carolina Food Bank Association.
The Organization receives donated USDA food commodities and administrative grant funds from the South
Carolina Food Bank Association. The Organization received $3,304,580 and $371,916, respectively in 2009 and
$1,693,340 and $247,136, respectively, in 2008 from these revenue sources.

At December 31, 2009 and 2008, total pledges receivable of $71,800 and $97,050, respectively, were due
from related parties.

NoOTE 12 - EMPLOYEE BENEFIT PLAN

The Organization has a defined contribution salary deferral plan covering substantially all employees. Under
the plan, the Organization contributes two percent (2%} of each eligible employee’s salary and also matches
dollar for dollar up to another two percent (2%) for each eligible employee’s salary. Contributions to the plan by
the Organization for years ended December 31, 2009 and 2008 are $29,790 and $33,531, respectively.
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NOTE 13 - OPERATING FACILITIES

The Organization leased its Charleston operating facilities at the former Charleston Naval Base at no charge.
The lease, which expired in May 2005, required the Organization to pay for maintenance and insurance. The
Organization was given a verbal extension of the lease until the Organization’s new facility was ready for
occupancy. In November 2008, the Organization moved into its new facility.

As the above described lease agreement is below market values, an additional in-kind rent contribution of
ten dollars ($10) per square foot for the 37,000 square feet warehouse was recorded to operations. In-kind
contributions for building space for the year ended December 31, 2008 was $339,163. There were no in-kind
contributions received for building space for the year ended December 31, 2009.

The Organization leased Yemassee and Myrtle Beach operating facilities under two-year non-cancelable
operating leases which expired in 2006. The Organization currently leases both facilities as a tenant-at-will.
Monthly rental payments are $5,000 and $1,400 respectively. Rent charged to operations is $77,280 and
$81,326 for the years ended December 31, 2009 and 2008, respectively.

NOTE 14 - CONCENTRATION OF CREDIT RiSK

The Organization maintains its cash deposit accounts at various financial institutions which, at times, may
exceed federally insured limits. All accounts are insured by the Federal Depository Insurance Commission (FDIC)
to the maximum amount allowed by law. The Organization has not experienced any losses in such accounts and
does not believe it is exposed to any significant credit risk related to cash and cash equivalents. The aggregate
cash risk of loss is approximately $600,000 and $183,000 for years ended December 31, 2009 and 2008,
respectively.

NOTE 15 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consisted of the following at December 31:

2009 2008
Acquisition, renovation of facilities and time restriction S 2,330,262 S 2,095,446
Children's Feeding Program 63,780 110,869
Total S 2,394,042 S 2,206,315

Temporarily restricted net assets released from restrictions are as follows for the years ended December 31:

2009 2008
Acquisition, renovation of facilities and time restriction S 914,860 S 1,546,307
Children's Feeding Program 178,267 52,707
Total S 1,093,127 S 1,599,014
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NOTE 16 - FAIR VALUE DISCLOSURES

The Organization determines fair value measurements in accordance with 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 or liabilities (Level 1 measurements) and the
lowest priority to uncbservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are
described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Organization has the ability to access.
Level 2 Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
¢ Inputs other than quoted prices that are observable for the asset or liability;

e Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable
for substantially the full term of the asset or liability.

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

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to maximize

the use of observable inputs and minimize the use of unobservable inputs.

The following table presents the balances of assets and liabilities measured at fair value on a recurring basis:

December 31, 2009
Balance Level 1 Level 2 Level 3

Interest rate swap $ 193,694 S - $ 193,694 S -

December 31, 2008
Balance Level 1 Level 2 Level 3

Interest rate swap S 258,831 S - § 258831 § -
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS

To the Board of Directors
Lowcountry Food Bank, Inc.
Charleston, South Carolina

We have audited the financial statements of Lowcountry Food Bank, Inc. as of and for the year ended December
31, 2009, and have issued our report thereon dated April 20, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Lowcountry Food Bank, Inc.’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Lowcountry Food
Bank, Inc.’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Lowcountry Food Bank, Inc.’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lowcountry Food Bank, Inc.’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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We noted certain matters that we reported to management of Lowcountry Food Bank, Inc. in a separate letter
dated April 20, 2010.

This report is intended solely for the information and use of the Board of Directors, management, federal

awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

St Daveg, LLL

Columbia, South Carolina
April 20, 2010
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
Lowcountry Food Bank, Inc.
Charleston, South Carolina

Compliance

We have audited the compliance of Lowcountry Food Bank, Inc. with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each major federal program for the year ended December 31, 2009. Lowcountry Food Bank, Inc.’s
major federal programs are identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each major federal program is the responsibility of Lowcountry Food Bank, Inc.’s management. Qur
responsibility is to express an opinion on Lowcountry Food Bank, Inc.’s compliance based on our audit.

We conducted our audit of compliance in accordance ‘with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Lowcountry Food Bank, Inc.’s compliance
with those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Lowcountry Food Bank, Inc.’s compliance with those requirements.

In our opinion, Lowcountry Food Bank, Inc. complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended December 31, 2009.

Internal Control Over Compliance

The manag‘ement of Lowcountry Food Bank, Inc. is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered. Lowcountry Food Bank, Inc.’s internal
control over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance
but, not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Lowcountry Food Bank, Inc.’s internal control
over compliance.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis.
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Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

This report is intended for the information and use of the Board of Directors, management, federal awarding

agencies and pass-through entities and is not intended to be, and should not be, used by anyone other than these
specified parties.

E e Davcd, LA

Columbia, South Carolina
April 20, 2010
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LowCOUNTRY FooD BANK, INC.
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For The Year Ended December 31, 2009

Federal Federal
Federal Grantor/Pass-through Grantor/Program Title CFDA Number  Expenditures

U.S. Department of Agriculture
SC Department of Social Services
The Emergency Food Assistance Program
(Administrative costs) 10.568 S 349,275

U.S. Department of Agriculture
SC Department of Social Services
The Emergency Food Assistance Program
(Food commodities) 10.569 2,985,698

U.S. Department of Agriculture
SC Department of Social Services
The Emergency Food Assistance Program
American Recovery and Reinvestment Act of 2009
(Administrative costs) 10.568 22,641

U.S. Department of Agriculture
SC Department of Social Services
The Emergency Food Assistance Program
American Recovery and Reinvestment Act of 2009
(Food commodities) 10.569 367,034
3,724,648

U.S. Department of Agriculture
SC Department of Social Services
The Commodity Supplemental Food Program
(Administrative costs) 10.565 73,773

U.S. Department of Agriculture
SC Department of Social Services
The Commodity Supplemental Food Program
(Food commodities) 10.565 369,668
443,441

Total U.S Department of Agriculture 4,168,089

Federal Emergency Management Agency
Department of Homeland Security
The Emergency Food and Shelter
National Board Program 97.024 149,443

Department of Health and Human Services
Economic Development Initiative Special Projects 14.251 98,000

S 4,415,532

NOTE: The accompanying schedule of expenditures of federal awards is prepared on the accrual basis of
accounting.
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LOWCOUNTRY FOOD BANK, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended December 31, 2009

SUMMARY OF AUDITORS’ RESULTS

A.

H.

An unqualified opinion has been issued on the financial statements of Lowcountry Food Bank, Inc. for the year
ended December 31, 20009.

No significant deficiencies in internal control were identified as a result of the audit of the financial statements.
The audit identified no instances of noncompliance which are material to the financial statements.

No significant deficiencies in internal control over its major programs were identified.

The report on compliance for major programs expressed an unqualified opinion.

All findings for which the auditor is required to report are noted herein.

For the year ended December 31, 2009, the following programs were considered to be major programs:

e The Emergency Food Assistance Program. CFDA Number 10.569 and 10.568
e The Commodity Supplemental Food Program. CFDA Number 10.565

The threshold for distinguishing Type A Programs was $300,000.

Lowcountry Food Bank, inc. was determined to be a low-risk auditee.

FINDINGS IN RELATION TO THE AUDIT OF THE FINANCIAL STATEMENTS

None

STATUS OF KNOWN FINDINGS AND RECOMMENDATIONS FROM PREVIOUS AUDITS

Not applicable
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