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Cash and cash equivalents 56,429$              
Investments 16,043
Prepaid expenses and other 19,238
Inventory 7,574
Property and equipment, net 4,797

Total assets 104,081$            

Accounts payable 22,302$              
Accrued payroll 1,779

Total liabilities 24,081                

Unrestricted net assets 48,880
Temporarily restricted net assets 31,120                

Total net assets 80,000                

Total liabilities and net assets 104,081$            
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See accompanying notes.

Liabilities and Net Assets

SWEET SLEEP, INC.
STATEMENT OF FINANCIAL POSITION

September 30, 2015

Assets



Unrestricted
Temporarily 

Restricted Total
Revenues and support:

Contributions 508,252$        17,033$        525,285$       
Product sales 6,049              -                6,049             
In-kind contributions 4,138              -                4,138             
Other income 965                 -                965                
Investment income 90                   -                90                  
Loss on disposal of property and equipment (467)               -                (467)               
Net assets released from

restrictions 7,765              (7,765)           -                 

Total revenues and support 526,792          9,268            536,060         

Expenses:
Program services 400,377          -                400,377         
Management and general 62,585            -                62,585           
Fundraising 38,561            -                38,561           

Total expenses 501,523          -                501,523         

Change in net assets 25,269            9,268            34,537           

Net assets - beginning of year 23,611            21,852          45,463           

Net assets - end of year 48,880$          31,120$        80,000$         

SWEET SLEEP, INC.
STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2015

See accompanying notes.
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Program Management 
Services and General Fundraising Total 

Direct costs of program services,
  including in-kind expenses
  of $4,138 260,170$    -$                -$            260,170$     
Payroll 44,066        19,953            11,012         75,031         
Professional fees 14,324        24,659            7,365           46,348         
Rent 25,886        7,396              3,698           36,980         
Travel 18,301        654                 1,761           20,716         
Printing 8,431          -                  2,108           10,539         
Development events 6,189          -                  1,645           7,834           
Cost of goods sold 639             -                  5,753           6,392           
Advertising and promotion 4,142          -                  731              4,873           
Communications 2,795          626                 1,445           4,866           
Postage and delivery 3,186          1,138              228              4,552           
Depreciation 2,723          614                 499              3,836           
Web services 1,975          1,142              680              3,797           
Computer/internet 861             2,180              532              3,573           
Meals and entertainment 2,284          -                  571              2,855           
Office supplies 1,821          521                 260              2,602           
Dues and subscriptions 757             1,090              -              1,847           
Insurance -              1,747              -              1,747           
Bank fees 1,311          166                 182              1,659           
Other 516             699                 91                1,306           

Total 400,377$    62,585$          38,561$       501,523$     

STATEMENT OF FUNCTIONAL EXPENSES
SWEET SLEEP, INC.
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For the Year Ended September 30, 2015



Cash flows from operating activities:
Change in net assets 34,537$              
Adjustments to reconcile change in net assets to

net cash used in operating activities:
Depreciation 3,836                  
Loss on disposal of property and equipment 467                     
Donated investments (75,731)               
Realized and unrealized gain on investments (90)                      
Changes in operating assets and liabilities:

Prepaid expenses and other (12,076)               
Inventory 243                     
Accounts payable 9,069                  
Accrued payroll 1,707                  

Net cash used in operating activities (38,038)               

Cash flows from investing activities:
Proceeds from sale of investments 85,401                
Purchase of property and equipment (2,937)                 

Net cash provided by investing activities 82,464                

Change in cash and cash equivalents 44,426                

Cash and cash equivalents - beginning of year 12,003                

Cash and cash equivalents - end of year 56,429$              

Supplementatal schedule of non-cash financing and investing activities:
Donated investments 75,731$              

See accompanying notes.
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SWEET SLEEP, INC.
STATEMENT OF CASH FLOWS

For the Year Ended September 30, 2015
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS 

September 30, 2015 

NOTE 1 – ORGANIZATION AND NATURE OF ACTIVITIES 
 
Sweet Sleep, Inc. (the "Organization") is a not-for-profit corporation established under the laws of 
the State of Tennessee.  The Organization exists to share God's love through working with 
indigenous staff, churches, non-governmental agencies, and businesses to care for orphaned and 
abandoned children around the world, through bed distributions, indigenous adoption and family 
preservation.  Throughout the year, the Organization also coordinates teams to travel to countries it 
serves, working with the children who are served by the Organization. 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accompanying financial statements present the financial position and results of operations of the 
Organization in conformity with accounting principles generally accepted in the United States of 
America.  A summary of the significant accounting policies utilized in the preparation of these 
financial statements follows. 
 
Basis of Presentation 
 
The accompanying financial statements have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America.  
 
Resources are classified as unrestricted, temporarily restricted, or permanently restricted net assets, 
based on the existence or absence of donor-imposed restrictions, as follows: 
 

Unrestricted net assets are free of donor-imposed restrictions.  All revenues, gains and losses 
that are not temporarily or permanently restricted by donors are included in this 
classification.  All expenditures are reported in the unrestricted class of net assets, since the 
use of restricted contributions in accordance with the donors' stipulations results in the 
release of the restriction. 
 
Temporarily restricted net assets are limited as to use by donor-imposed restrictions that 
expire with the passage of time or that can be satisfied by use for the specific purpose. 
 
Permanently restricted net assets are amounts required by donors to be held in perpetuity, 
including gifts requiring that the principal be invested and the income, or specific portions 
thereof, be used for certain restricted or unrestricted purposes.  There were no permanently 
restricted net assets at September 30, 2015. 

 
Use of Estimates 
 
The preparation of financial statements in accordance with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that affect  
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Use of Estimates (Continued) 
 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the 
reporting period.  Actual results could differ from those estimates. 
 
Cash and Cash Equivalents 
 
Cash and cash equivalents consist principally of checking account balances with financial 
institutions.  For purposes of the statement of cash flows, the Organization considers all highly liquid 
investments with a maturity of three months or less when purchased to be cash equivalents. 
 
Promises to Give 
 
Unconditional promises to give that are expected to be collected within one year are recorded as 
contributions receivable at their net realizable value.  An allowance for uncollectible accounts is 
provided based on past experience with collections and estimated collectability of current 
receivables.  Uncollectible accounts are charged against the allowance in the period determined to be 
uncollectible.  The Organization considers all promises to give to be fully collectible at September 
30, 2015.  As a result, no allowance for uncollectible accounts has been recorded. 
 
Unconditional promises to give that are expected to be collected in future years are recorded at the 
present value of estimated future cash flows.  The discount on those amounts is computed using an 
interest rate applicable to the year in which the promise is received.  All contributions receivable are 
expected to be received within one year and are therefore recorded at their original value. 
Conditional promises to give are not recognized as support until such time as the conditions are 
substantially met. At September 30, 2015, promises to give totaled $2,687 and are included in 
prepaid expenses and other in the accompanying statement of financial position.   
 
Inventory 
 
Inventory consists principally of Sweet Sleep promotional clothing and supplies and jewelry made by 
indigenous widows in Uganda.  The inventory items are valued at estimated cost. 
 
Property and Equipment 
 
Property and equipment purchases in excess of $500 are capitalized and stated at acquisition cost or 
at estimated fair value at the time of the gift, if donated.  Depreciation of property and equipment is 
calculated by the straight-line method over estimated useful lives ranging from three to ten years. 
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Contributions 
 
Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted 
support, depending on the existence and/or nature of any donor restrictions.  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 restriction is fulfilled (that is, when a stipulated time restriction ends or purpose 
restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted and 
reported in the statement of activities as net assets released from restrictions.  However, if a 
restriction is fulfilled in the same time period in which the contribution is received, the support is 
reported as unrestricted. 

 
Income Taxes 
 
The Organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code 
and classified by the Internal Revenue Service as other than a private foundation.  Accordingly, no 
provision has been made for income taxes in the accompanying financial statements. 
 
The Organization follows guidance that clarifies the accounting for uncertainty in income taxes 
recognized in an entity’s financial statements.  This guidance prescribes a minimum probability 
threshold that a tax position must meet before a financial statement benefit is recognized.  The 
minimum threshold is defined as a tax position that is more likely than not to be sustained upon 
examination by the applicable taxing authority, including resolution of any related appeals or 
litigation processes, based on the technical merits of the position.  The tax benefit to be recognized is 
measured as the largest amount of benefit that is greater than fifty percent likely of being realized 
upon ultimate settlement. The Organization has no tax penalties or interest reported in the 
accompanying financial statements.  Tax years that remain open for examination include years ended 
September 30, 2012 through September 30, 2015.  The Organization had no uncertain tax positions at 
September 30, 2015. 
 
Advertising 
 
All advertising costs are expensed when incurred. Advertising expenses for the year ended 
September 30, 2015 totaled $4,873. 
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Program and Supporting Services 
 
The following program and supporting services are included in the accompanying financial 
statements: 
 

Program services – includes the direct costs of providing beds and bedding to orphaned and 
abandoned children as well as funding programs to support indigenous adoption and family 
preservation. Additionally, program services include an allocation of identified indirect costs 
which facilitate the programs. 

 
Management and general – includes the functions necessary to ensure an adequate working 
environment and costs not identifiable with a single program.  Applicable costs include those 
associated with providing coordination and articulation of the Organization's program strategy, 
business management, general record keeping, budgeting, and related purposes. 
 
Fundraising – includes costs of activities directed toward appeals for financial support, including 
special events.  Other activities include the cost of solicitations and creation and distribution of 
fundraising materials. 

 
Allocation of Functional Expenses 
 
Expenses that can be directly attributed to a particular function are charged to that function.  Certain 
costs have been allocated among more than one program or activity based on objectively evaluated 
financial and nonfinancial data or reasonable subjective methods as determined by management. 
 
Donated Goods and Services 
 
Donated goods and services are recorded as contributions in the period received at their estimated 
fair value, if there is an objective and measurable basis for determining such value.  Donated services 
are recognized if they create or enhance nonfinancial assets or if the donated service requires 
specialized skills, was performed by a donor possessing such skills, and would have been purchased 
by the Organization, if not donated.  Such services are recognized at estimated fair value as support 
and expense in the period the services were performed. 
 
A number of unpaid volunteers have made significant contributions of their time to assist the 
Organization in implementing various programs and functions.  The value of contributed time is not 
reflected in these financial statements since it does not meet the criteria for recognition under 
accounting principles generally accepted in the United States of America. 
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Subsequent Events 
 
Management has evaluated subsequent events through February 19, 2016, the date which the 
financial statements were available to be issued.  Management is not aware of any significant events 
that occurred subsequent to the statement of financial position date but prior to the filing of this 
report that would have a material impact on the financial statements. 

 
NOTE 3 – PROPERTY AND EQUIPMENT 
 
Property and equipment consisted of the following at September 30, 2015: 
 
 Furniture and fixtures $ 22,182 
 Leasehold improvements  4,926 
   27,108 
 Less accumulated depreciation   (22,311) 
 
 $ 4,797 
  
NOTE 4 – INVESTMENTS 
 
In accordance with standards of accounting for investments prescribed for not-for-profit 
organizations, investments in marketable securities with readily determinable fair values and all 
investments in debt securities are valued at their fair value in the statement of financial position. 
Unrealized gains and losses are recognized in the statement of activities. Fair value is based on 
quoted market price on the last business day of the fiscal year. 
 
The guidance establishes a framework which provides 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 (Level 1 measurements) and the lowest 
priority to unobservable 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. 
 
 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 investment.  
 



-13- 
 

SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 4 – INVESTMENTS (Continued) 

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

measurement. 
 
Investments are stated at fair value determined based on active markets (Level 1) and consist of the 
following at September 30, 2015:  
 
 Money market $ 538 
 Common stocks  15,505 
 
  $ 16,043 
 
 
NOTE 5 – CONCENTRATIONS 
 
The Organization receives support from various churches and individual donors.  During the year 
ended September 30, 2015, the Organization received approximately 21% of total contributions from 
two donors.   
 
Financial instruments that potentially subject the Organization to concentrations of credit risk consist 
primarily of cash on deposit with a financial institution.  Deposits may, at times, exceed federally 
insured limits.  The Organization has not experienced any losses in such accounts, and management 
believes that the Organization is not exposed to significant credit risk related to cash. 
 
 
NOTE 6 – LEASE OBLIGATION 
 
During the year ended September 30, 2011, the Organization entered into a five year real property 
lease for its corporate offices.  Future minimum lease payments are as follows for the years ending 
September 30: 
 
 2016  $ 20,918 
 
  $ 20,918 
 
For the year ended September 30, 2015, rent expense under all lease agreements totaled $36,980. 
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SWEET SLEEP, INC. 
NOTES TO FINANCIAL STATEMENTS (Continued) 

September 30, 2015 
 
NOTE 7 – TEMPORARILY RESTRICTED NET ASSETS 
 
Temporarily restricted net assets were available for the following purposes at September 30, 2015: 
 

Upcoming trips $ 17,033 
Mosquito nets  14,087   
 
 $ 31,120 

 


