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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
 (a) Nature of Activities  
 

Tarrant Area Food Bank (the "Agency") is incorporated as a nonprofit 
corporation that provides donated food to charitable organizations. 

 
(b) Financial Statement Presentation  

 
The Agency 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.  

 
(c) Investments  

 
Investments in mutual funds are recorded at market value based on quoted 
market prices. Unrealized gains and losses resulting from fluctuations in market 
value are reflected in the statement of activities. Interest income from 
permanently restricted investments is recorded as investment income-
unrestricted net assets. 

 
(d) Land, Buildings and Equipment  

 
Land, buildings, furniture, equipment and vehicles are stated at cost. 
Expenditures for maintenance and repairs are charged to expense. When items 
are disposed of, the cost and related accumulated depreciation is eliminated 
from the accounts and any gain or loss is included in the results of operations. 
Depreciation is calculated on a straight-line basis over the estimated useful lives 
of the respective assets as follows: 

 
 Buildings 30 years 
 Furniture and equipment 5 years 
 Warehouse equipment 5 years 
 Vehicles 5 years 
 

The Agency capitalizes all items with cost greater than $5,000 and estimated 
useful life greater than one year. 
 
The Agency periodically reviews the carrying value of its long-lived assets, 
including property, plant, and equipment whenever events or changes in 
circumstances indicate that the carrying value may not be recoverable. To the 
extent fair value of a long-lived asset, determined based upon the estimated 
future cash inflows attributable to the asset, less estimated future cash outflows, 
are less than the carrying amount, an impairment loss is recognized. No such 
losses were recognized during the years ended June 30, 2009 and 2008. 

 
(e) Inventories  

 
Inventories consist of purchased and donated food. Food purchases are valued 
at first in first out method of determining cost. Donated food is valued at fair 
market value as determined annually by Second Harvest audit. 
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3. DONOR DESIGNATED ENDOWMENT (Continued) 
 
Investment Return Objectives, Risk Parameters and Strategies. The Agency has 
adopted investment and spending policies, approved by the Board of Directors, for 
endowment assets that attempt to provide a predictable stream of funding for Agency 
operations supported by its endowment funds while also maintaining the purchasing 
power of those endowment assets over the long-term. The investment process seeks to 
achieve an after-cost total real rate of return, including investment income as well as 
capital appreciation, which meets the annual distribution with acceptable levels of risk. 
Endowment assets are invested in a well diversified asset mix, which includes equity 
and debt securities and mutual funds that is intended to result in a consistent inflation-
protected rate of return that has sufficient liquidity to make annual distributions for 
operations. Investment risk is measured in terms of the total endowment fund; 
investment assets and allocation between asset classes and strategies are managed to 
not expose the fund to unacceptable levels of risk.  
 
Spending Policy. The Agency has a policy of appropriating for distribution each year all 
interest earned on its donor designated endowment fund.  
 
Endowment net asset composition by type of fund as of June 30, 2009 and 2008 are as 
follows: 
 
Donor-restricted endowment funds – 
 permanently restricted      $ 226,139 

 
 

Changes in endowment net assets as of June 30, 2009 are as follows: 
 

 Total Net 
 Temporarily Permanently Endowment 
  Restricted Restricted      Assets  
 

Endowment net assets, 
    beginning of year  $    -       $ 226,139 $ 226,139 
Investment income  6,562 -       6,562 
Amounts appropriated for expenditure  (6,562)       -         (6,562) 
 

Endowment net assets, end of year  $    -       $ 226,139 $ 226,139 
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3. DONOR DESIGNATED ENDOWMENT (Continued) 
 

Changes in endowment net assets as of June 30, 2008 are as follows: 
 

 Total Net 
 Temporarily Permanently Endowment 
  Restricted Restricted      Assets  
 

Endowment net assets,  
    beginning of year  $    -         $ 225,139 $ 225,139 
Contributions   1,000 1,000 
Investment income  18,948 -      18,948 
Amounts appropriated for expenditure  (18,948)       -       (18,948) 
 

Endowment net assets, end of year  $      -       $ 226,139 $ 226,139 
 
 

4. FAIR VALUE MEASUREMENTS 
 
 Financial Accounting Standards Board (“FASB”) Statement No. 157, Fair Value 

Measurements (“FASB 157”), establishes a framework for measuring fair value. That 
framework 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 or liabilities (level 1 
measurements) and the lowest priority to unobservable inputs (level 3 measurements). 
The three levels of the fair value hierarchy under FASB 157 are described as follows:  

 
Level 1 Inputs to the valuation methodology are unadjusted quoted prices for 

identical assets or liabilities in active markets that the Agency have the 
ability to access. 

 
Level 2 Inputs to the valuation methodology include: 

 
• Quoted prices for similar assets or liabilities in active 

markets; 

• 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; 

• 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. 
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4. FAIR VALUE MEASUREMENTS (Continued) 
 

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

 
The asset 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. 

 
Following is a description of the valuation methodologies used for assets measured at 
fair value. There have been no changes in the methodologies used at June 30, 2009.  

 
Mutual Funds (Registered Investment Companies): The fair value of Mutual Funds 
(registered investment companies) are valued based on exchange listed prices at 
the close of each business day and are classified in Level 1 of the fair value 
hierarchy. 

 
The preceding methods described may produce a fair value calculation that may not 
be indicative of net realizable value or reflective of future fair values. Furthermore, 
although the Agency believes its valuation methods are appropriate and consistent 
with other market participants, the use of different methodologies or assumptions to 
determine the fair value of certain financial instruments could result in a different fair 
value measurement at the reporting date. 

 
The following table set forth by level, within the fair value hierarchy, the Agency’s 
assets at fair value as of June 30, 2009:  
 

Mutual funds – level 1   $ 640,147 
 
 
5. PLEDGES RECEIVABLE 
 
  Pledges receivable are from one donor and are due within one year. 
 
 
6.  OTHER ASSETS 
 
 Other assets consist of the following for the year ended June 30:  
 
 2009 2008 
 

 Interest in Robinson Ranch $ 1,155,000 $    -       
 Interest in Robinson Ranch 
    mineral properties 57,000     -       
 Cash surrender value of life 
     Insurance policy 32,055 30,924 
 Other        -           7,762 
 

  $ 1,244,055 $ 38,686 
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7. FOOD INVENTORY 
 
 For the year ended June 30, 2009, the Agency had the following activities for food held 

in inventory: 
 USDA Other Total 

 

Beginning inventory $     172,829 $    2,474,899 $    2,647,728 
Receipts 4,041,817 24,952,563 28,994,380 
Food purchases -       541,521 541,521 
Distributions (3,691,489) (24,794,597) (28,486,086) 
Discard, test and adjustments        1,399     (844,858)       (843,459) 
 

Ending inventory $    524,556 $   2,329,528 $   2,854,084 
 
 For the year ended June 30, 2008, the Agency had the following activities for food 

held in inventory: 
 USDA Other Total 

Beginning inventory $      43,152 $   2,992,050 $   3,035,202 
Receipts 1,807,648 19,549,872 21,357,520 
Food purchases  -           529,813 529,813 
Distributions (1,678,458) (20,006,404) (21,684,862) 
Discard, test and adjustments           487     (590,432)      (589,945) 
 

Ending inventory $    172,829 $   2,474,899 $   2,647,728 
 
 For the year ended June 30, 2009, the Agency valued donated food held in inventory, 

received and distributed during the year from local sources at $1.58 per gross pound 
as determined by the Feeding America, formerly Second Harvest National Food Bank 
Network. 

 
 For the year ended June 30, 2008, the Agency valued donated food held in inventory, 

received and distributed during the year from local sources at $1.49 per gross pound 
as determined by the Second Harvest National Food Bank Network. 

 
 
8. LAND, BUILDINGS AND EQUIPMENT 
 
 The composition of land, buildings, and equipment for the year ended June 30 is as 

follows: 
 2009 2008 
 

 Land $    318,888 $    318,888 
 Buildings 3,100,735 2,637,549 
 Furniture and equipment 279,636 98,369 
 Warehouse equipment 723,082 723,082 
 Vehicles    157,989    157,989 
 

  4,580,330 3,935,877 
 Less accumulated depreciation (2,463,943) (2,308,680) 
 

  $ 2,116,387 $ 1,627,197 
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9. TRUST FUND 
 
 The Agency is a beneficiary of a charitable endowment trust fund established during 

1985, which is administered by the Community Foundation of North Texas. The 
Agency receives 10.8% of the net income of the trust fund on an annual basis. This 
is contingent on the Agency maintaining its charitable status and using the 
distributions from the fund for charity. The Community Foundation maintains 
variance power over the assets and accordingly the Agency's interest in the trust 
has not been recorded in the accompanying financial statements. The Agency 
received total distributions of $46,562 and $138,258 for each of the years ended June 
30, 2009 and 2008. These amounts are included in the contributions from public 
support. 

 
 
10. RETIREMENT PLAN 
 
 The Agency has a qualified 403(b) defined-contribution plan (the "Thrift Plan"). The 

Thrift Plan covers the majority of employees who have worked for the Agency longer 
than one year. The Thrift Plan is specified as an employer only contribution, which is 
a set percentage of each eligible employee's monthly salary. During the years ended 
June 30, 2009 and 2008, the Agency paid $131,119 and $114,954, respectively, into 
the Thrift Plan on behalf of qualified employees. 

 
 
11. LEASES 
 
 The Agency has a noncancelable operating lease for office and warehouse 

equipment. The rent expense for the years ended June 30, 2009 and 2008 was 
$128,203 and $102,969 and the future commitments are as follows: 

 
 2010 $ 126,481 
 2011 84,637 
 2012  23,328 
 2013  19,464 
 2014  19,464 
 Thereafter   19,464 
 

  $ 292,838 
 
 
12. FEDERAL GRANTS 
 
 During fiscal year 2009, the Agency received grants from the U. S. Department of 

Agriculture (“USDA”) of $4,559,444. At June 30, 2009, the Agency had distributed 
food of $3,691,489 and ending inventory was $524,556 (see note 7). 

 
 During fiscal year 2008, the Agency received grants from the U. S. Department of 

Agriculture (“USDA”) of $2,189,439. At June 30, 2008, the Agency had distributed 
food of $1,678,458 and ending inventory was $172,829 (see note 7). 
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12. FEDERAL GRANTS (Continued) 
 
 The Agency participates in federal grant programs, which are governed by various 

rules and regulations of the grantor agencies. Costs charged to the grant programs 
are subject to audit and adjustment by the grantor agencies; therefore, to the extent 
that the Agency has not complied with the rules and regulations governing the grant, 
refunds of any money received may be required at June 30, 2009. In the opinion of 
the Agency's management, there are no significant contingent liabilities relating to 
compliance with the rules and regulations governing the grant; therefore, no 
provision has been recorded in the accompanying financial statements for such 
contingencies. 

 
 A separate report has been issued; dated September 28, 2009 on the Agency's 

compliance with Government Auditing Standards issued by the Comptroller General 
of the United States and is available upon request. 

 
 In addition to food distribution, the Agency received a grant from the USDA for 

administration of the USDA program and two other grants. The grants awarded for 
fiscal year 2009 and 2008 was $517,627 and $381,791, respectively.  

 
 
13. RESTRICTED NET ASSETS 
 

The temporarily restricted net assets consisted of Food Bank inventory that has not 
been distributed and cash received from grants and contributions that had not been 
used for their intended purpose at June 30, 2009 and 2008 are as follows: 

 
  2009 2008 
   

 Agency assistance $        1,475 $        1,475 
 Disaster 29,532 37,290 
 Coolers for agencies -       2,479 
 Food distribution 2,854,084 2,647,728 
 Nutrition 46 18,000 
 Pet food 9,697 -      
 Equipment 71,250 -      
 Community Kitchen -          53,351 
 Community Kitchen construction          -          136,488 
 

  $ 2,966,084 $ 2,896,811 
 

The Agency has $0 and $139,871 of net assets designated for the Co-Op program as 
of June 30, 2009 and 2008, respectively. 
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14. LINE OF CREDIT 
 

During 2005, the Agency obtained a $300,000 line of credit with a local bank. This 
line of credit was renewed during 2007 through 2008, with interest accruing at a rate 
not to exceed 18%. As of June 30, 2009 and 2008, the balance outstanding on the line 
of credit was $0 and $100,000, respectively. The line of credit limit was increased to 
$400,000 in September 2008 and matures in September 2010. 

 
 
15. NOTES PAYABLE 
 

During 2008, the Agency obtained a construction loan with a maximum amount 
available for borrowing of $750,000. The interest accrues on this note at the prime 
rate which was 3.25% at June 30, 2009. The balance of $336,171 is due in full on May 
8, 2010. 
 
 

16. SUBSEQUENT EVENTS 
 

In accordance with SFAS 165, the Agency evaluated events occurring between the 
end of our most recent fiscal year and November 9, 2009, the date the financial 
statements were issued. 


