














Tavari Qualls
18 YEARS OLD 11TH GRADE

Tavari couldn’t wait to get off the bus to show his report card to his team leader. As a junior
at Prologue Early College High School with a 3.5 GPA, you’d never know he’'d had a 0.8
GPA as a 9th grader—his lowest while attending By The Hand Club For Kids. Nor would you
have guessed that he’d dropped out of 8th grade—the year of his enrollment in By The Hand.

But Tavari—now living with his mom, three sisters and a brother—remembers that turbulent
time when someone broke into their apartment and stole just about everything, including his
coat. Stepping outside, he began shivering as the cold wind cut through his T-shirt. He was
waiting for his ride to his aunt’s southside apartment, where he and his family would have to
stay for a while—far from school and separated from his friends.

Without knowing exactly what to do, Tavari lay in bed the next morning instead of getting up
for school. Yet, for the months that he missed school, Tavari faithfully took the northbound
bus to attend By The Hand in Cabrini-Green. He kept his CTA pass, courtesy of By The Hand,
in the zipper pocket of his new coat—another reminder that By The Hand loved him—
mind, body and soul.

Once he made it to The Club, Tavari quickly fueled up on a warm, satisfying meal. He was
also looking forward to being fed spiritually, remembering when he bowed his head with his
team leader to ask Jesus Christ to be his Lord and Savior.

When someone at By The Hand asked to see his report card, he gave a sheepish look and
shrugged his shoulders, acknowledging that he had been missing from school since midterm.
It wasn't long before By The Hand helped him re-enroll in school, but it took Tavari a while to
get readjusted. Even the glasses that The Club provided took getting used to, but they helped
him focus on his homework—alongside the mentoring and tutoring.

As an 18-year-old Assistant Team Leader, Tavari now says, “By The Hand has helped me
better myself. | now come to them with any problems | have.”

He loves helping out the younger kids. He tells his friends that he wants to be the Executive
Director of By The Hand Club For Kids. However, to keep his parttime job at The Club, he
has to attend church and a weekly Bible study. He also has to make all A’s, B’s and C's.
Which is why—after seeing his report card—he held it high, waving it like a flag, and yelled
for all the staff to hear, “I'm keeping my job!”
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CABRINI-GREEN

IT IS HERE, AMONG CHICAGO'S LOWEST ACADEMIC PERFORMING
NEIGHBORHOODS, THAT BY THE HAND GOT ITS START IN 200T.

OPENED IN MARCH 2001
WITH 16 CHILDREN

CURRENTLY SERVING 264 CHILDREN
15T TO 12TH GRADES

Qur first location

Filling a special need for love

Cabrini-Green is one of Chicago’s poorest housing projects, plagued
by drugs, gang violence, neglect and generational poverty. Comprised
originally of inner-city high- and mid-rises, Cabrini-Green is currently
home to 4,700 residents—roughly a third of what it was during
its height. It is here, among Chicago’s lowest academic performing
neighborhoods, that By The Hand began in 2001.

As Cabrini-Green is redeveloped with the stated goal of creating a

mixed-income neighborhood, By The Hand will continue to reach out to
the estimated 2,500 children who continue to reside as public housing
tenants in Cabrini-Green and in nearby low-income Marshall Field Homes.

Beginning with an act of kindness

When Ruby Givens, President of Cabrini-Green RMC (Resident
Management Council), was asked for a lease on space in Cabrini-Green,
a Chicago Housing Authority (CHA) development, she said that she had
turned down several other organizations but would say “yes” to By The
Hand. She explained that when she was a little girl, students from Moody
Bible Institute were always helping the children in Cabrini-Green, even
during times of shootings. God used this experience in her life to provide
By The Hand with an advocate in the CHA—one who was willing to
provide our first lease for the bottom two floors of a tenant high-rise.
Since then, the CHA has provided us with a 25-year lease, which we
signed in 2009.

Changing their world

The current Cabrini-Green facility includes a full-sized gymnasium and
enough room for offices, Living Faith Church (a 2003 Moody Church

plant) and nine classrooms.

Resolving a long-term facility need, CHA extended By The Hand Club's
lease on this facility, which is large enough to accommodate 264
children from 1st to 12th grades.

Statistics on Cabrini-Green

African American 98%
Under 18 years old 48%
In-college male 0%
In-college female 2%
Adults with college degree 1%
Female-headed households 86%
Single mom with children* 91%
Per capita Income $5,525
Schools in academic warning 75%

*Of households with children

Academic achievements
of By The Hand students*

GPA 2.49 2.79
All ABC's 55% 64%
All Passing 82% 90%
Attendance 74% 79%

Academic achievements of
By The Hand-CBK (grades 9-12)*

GPA 2.40 2.21
All ABC's 54% 34%
All Passing 82% 58%
Attendance 74% 68%

*Same students year to year 4Q'08 to 4Q’'09
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Trent Young

13 YEARS OLD 7TH GRADE

Trent Young sat nervously in his chair as he inspected the Number 2 pencils before beginning
an ISAT test. Two years ago, he scored in the bottom 1st percentile in reading and the bottom
36th percentile in math. But that was before he joined By The Hand Club. As one of the first
kids in the Altgeld-Murray location, he wanted to set an example for the younger kids and
make his mom and By The Hand leaders proud of him.

Thirty minutes later, after completing the first section, Trent put his worn pencil down. He
thought about his mom, how hard she worked so he could have a better life than she did and
how thankful she was that he could go to By The Hand. Before that, she constantly worried
about Trent hanging out with the other kids across the parched, vacant field.

Trent also thought of Pastor Ed. It made him feel good inside whenever Pastor Ed asked him to
help out. It was these times that Pastor Ed would talk with him about God and God’s special
plan for his life.

It was time for the math section to begin, so he picked up another sharp pencil. After being
mentored and tutored at By The Hand, Trent felt ready. He began to focus on problem one.
He wouldn’t have had the confidence to concentrate for so long when he first joined By The
Hand. He was a different person back then. As he finished problem one, he whispered a
prayer of thanks to God.

An hour later, Trent laid down his pencil. Then he folded his arms and leaned back in the
chair. This year, he knew he did okay—especially on the math portion. He was happy inside;
he felt good about himself. He would later learn that his scores on the ISAT put him in the 58th
percentile in reading and the 95th percentile in math. Trent thought to himself, “By The Hand
sure beats hanging out on the streets.”
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ALTGELD-MURRAY

W
| 1
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ONE OF THE FIRST HOUSING PROJECTS BUILT IN THE U.S.,

ALTGELD-MURRAY IS COMPRISED OF TWO-STORY ROW HOUSES
SPREAD OVER 190 ACRES ON THE SOUTH SIDE OF CHICAGO.

OPENED IN SEPTEMBER 2005
WITH 66 CHILDREN

CURRENTLY SERVING 176 CHILDREN
1ST TO 8TH GRADES

Modifying a model of success

Filling a special need for love

Tucked among landfills, industrial parks and a sewage treatment plant,
Altgeld-Murray is a dangerous, isolated area with little for kids to do.
The nearest supermarket is miles away, and only one bus route serves
the development. It is here, amidst the crime, open drug markets and
frequent shootings, that By The Hand extends a helping hand to the
3,400 residents—half of whom are children in need of love—mind,
body and soul.

Establishing a presence

In 2005, CHA asked By The Hand to open a facility in Altgeld-Murray.
The request was prompted in part because CHA considers By The Hand
to be one of their most effective “social service agencies.” Additionally,
parents within the community were extremely grateful that By The Hand
was opening its doors since their kids were so isolated and had very

little to do. To help with the transition, CHA gave By The Hand a lease

on a police station that we rehabilitated, allowing us to accommodate
66 kids in 2005.

Changing their world

Due to the need to expand and by the grace of God, By The Hand was
able to purchase and rehabilitate an 8,000-square-foot church building
last year. lts prominent location enables us to be a beacon of light in
a neighborhood of darkness. The building sits on an acre at the front
of Altgeld-Murray, surrounded on three sides by neighborhood homes.
This makes By The Hand within close reach of the kids we serve. It also
makes the neighboring New Life Celebration Church of God accessible,
since they planted a church within our site in June, 2008.

Currently, the facility accommodates 176 children, including junior high.
As we launch our first capital campaign for Altgeld-Murray, plans are

in the making to add enough classrooms so we can accommodate 264
children from 1st to 12th grade.

STATISTICS ON ALTGELD-MURRAY

African American

Under 18 years old

In-college male

In-college female

Adults with college degree
Female-headed households

Single mom with children*

Per capita Income $7

Schools in academic warning

*Of households with children

ACADEMIC ACHIEVEMENTS OF
BY THE HAND STUDENTS*

GPA 2.48
All ABC's 47%
All Passing 88%
Attendance 77%

*Same students year to year 4Q'08 to 4Q'09

99%
48%
1%
2%
2%
75%
75%
,662
66%

2.25
39%
78%
80%
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CHANGING THEIR WORLD

Junior
Olivet Nazarene University
Business and Art major
First-generation college student
2005: Graduated from
Lincoln Park High School
2002: Joined By The Hand

Sophomore
Robert Morris University
Business major
First-generation college student
2008: Graduated from
Kelvyn Park High School
Magna Cum Laude
2003: Joined By The Hand

Sophomore
Robert Morris University
Business major
First-generation college student
2008: Graduated from
Westside Holistic High School
2004: Joined By The Hand

Freshman
Harold Washington College
Criminal Justice major
2009: Graduated from
Wells High School
Honor Roll

2004: Joined By The Hand

Freshman
Harold Washington College
(January 2010) Nursing major
2009: Graduated from
Lincoln Park High School
2002: Joined By The Hand

Freshman
Harold Washington College
(January 2010)
Nursing major
First-generation college student
2009: Earned credits at
Robert Morris University
2008: Graduated from
Wells High School
2003: Joined By The Hand

Freshman

Wartburg College

Business major
First-generation college student
2009: Graduated from

Wells High School

Honor Roll
2003: Joined By The Hand

Freshman
Robert Morris University
Social Work/Paralegal major
First-generation college student
2009: Graduated from
Lincoln Park High School
2002: Joined By The Hand

Freshman
Malcolm X College
(January 2010)
Criminal Justice major
2009: Graduated from
Wells High School
2003: Joined By The Hand

Freshman
Robert Morris University
Business major
2008: Graduated from
Lincoln Park High School
Honor Roll

2002: Joined By The Hand
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Dery Cathy

13 YEARS OLD 8TH GRADE

Dery Cathy—one of five kids—hunched over his 7th grade desk as if he didn't care. His
teacher was reviewing a reading assignment. Staring at his book, he forgot what the story
was about because it was so hard to figure out what the words on the page meant.

Feeling bad about himself—and about everything else—he bolted for the door as soon as the
teacher dismissed class, plowing his shoulder into the first kid to walk by him. Immediately,
he felt a hallway monitor pulling him to the principal’s office, where he sat without saying a
word. He didn’t want anyone to know that he couldn’t read, but it was getting harder to hide
with an overall GPA of 1.0 and straight D’s in all of his subjects. He wondered what kind of
life he would have if he didn't learn to read and quickly thought about the gangbangers on
the street corners.

Fortunately, he was able to join By The Hand Club, a decision his mom and stepdad supported.
That's when he really heard about God for the first time. He had only been to church a few
times before. His parents never talked about church. But they did at By The Hand, and it made
him want to go to church.

He also began to learn how to read. At first, he avoided eye contact with the reading spe-
cialist at By The Hand while diverting his eyes from the pages. However, he began to sense
that she didn't think badly of him. In fact, he felt as if he could mouth the words without being
embarrassed about his reading being so slow or choppy—or at least not so embarrassed that
he couldn’t try. Words like “wondered” began to make sense based on how they were used.
Soon, he was reading faster and better and more than the week before. He even began to
read by himself at home.

Now, as an 8th grader with an overall GPA of 3.25 and no D’s or F's, Dery reads “The big
brown bear crept quietly up to the cabin” aloud—confidently, accurately, naturally and with
expression. Repeating the word “cabin,” he recalls, “Oh yeah, that's what | slept in when we
went to camp with By The Hand.” As a young teenager who accepted Christ last summer, he
says, “l haven't been in a fight in over a year.” He also calls By The Hand “powerful.”
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AUSTIN

Refining our approach

Filling a special need for love STATISTICS ON AUSTIN
LOCATED ON THE FAR WEST SIDE OF CHICAGO, THIS POOR INNER-CITY Lacking in resources, Austin residents suffered more homicides than any African American 95%
COMMUNITY WAS SHAPED DURING THE 1960S BY A DECLINE IN THE INFRASTRUCTURE, other Chicago neighborhood in 2008. The area is recognized as being  ynder 18 years old 34%
VIOLENT RIOTING AND AN EXODUS OF BUSINESSES AND CITIZENS. a vital center for drug trafficking, fueled by the constant flow of customers . | v
n-college male o
via the Eisenhower Expressway passing through Austin and neighboring 9
Garfield Park. However, Austin is also home to 117,527 residents, In-college female 3%
of which 35,576 are children—many of whom are in critical need of Adults with college degree 7%
intervention. Female-headed households 62%
Single mom with children* 62%
Establishing a presence Per capita Income $11,969
God affirmed our decision to serve the children, families and schools Schools in academic warning ~ 61%
in Austin. The building we are currently in was renovated beautifully by +OF households with children
a building contractor three years ago. He had been praying that By The
Hand would come to Austin, so when he heard the news of our plans to
do so, he showed us the church. The owner, Chicago First Church of the
Nazarene, said we were an answer to their prayers about what to do ACADEMIC ACHIEVEMENTS OF
with the space, which we eventually leased. BY THE HAND STUDENTS*
The church location is ideal for reaching kids who are in critical need of
intervention. Glen Kehrein, a longtime ministry leader in Austin, said it is ~ GPA 2.25 2.26
the “darkest and toughest corner” in Austin. In fact, there was a shootout Al apc's 31% 399
across the. street during th§ first day fhf‘]f B)./ The Hand Club was open. Al Passing e e
Yet, there is no better location to shed light in an area of darkness.
Attendance 85% 85%

Chqnging their world *Same students year to year 4Q'08 to 4Q'09
The Chicago First Church of the Nazarene has not only leased us the
Austin facility, but they have also started a church in our facilities, providing
easy access to a community church for our kids. The facility is an 8,000-
square-foot building with a small gym, classrooms and chapel. Still,
within a year we'll be out of space to accommodate our children as they
go to high school. Fortunately, we were able to purchase property
across the street, including three lots from the City of Chicago for $1.
To raise funds, we have begun the first capital drive in the history of
By The Hand. It's imperative that we expand in time to serve kids in

high school by the year 2010.

CURRENTLY SERVING 176 CHILDREN
1ST TO 8T™H GRADES
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Treshaun Jackson
11 YEARS OLD 4TH GRADE

Latoya Jackson, a single mother of three who works full time at a day-care center, studied the
letter from Treshaun'’s school. Typewritten and formal looking, it said her son needed to repeat
3rd grade. While the letter didn’t mention that failing a grade puts a child at risk for dropping
out of school or ending up in jail, she knew he was in trouble with a GPA of 1.22.

Clutching the letter, she looked out the window of her apartment. Thinking of how hard it had
been to keep her kids away from danger since the move to Englewood, Latoya worried about
the gangs that hung out by the vacant lots and street corners that were on the way to school.

Looking at the letter again, Latoya’s heart ached as she envisioned her mild-mannered boy
sitting at school, struggling to keep up with today’s lesson. It didn’t seem like there was
anything she could do to help, and school was so underfunded and overcrowded that his
teachers couldn’t provide the individual attention and support he needed. Treshaun was on
his own, and he was at risk.

A month later, after hearing about a new after-school program that was coming to her neigh-
borhood, Latoya couldn’t contain her excitement. Early the next day she hurried to the school’s
administration office. There, she asked the polite lady behind the desk for two applications.
Treshaun and his younger sister, Winter, would both be in the 3rd grade next year, and she
wanted to enroll both kids in By The Hand.

Recalling that day, Latoya smiled, feeling incredibly grateful. Treshaun and Winter have GPAs
of 3.6 and 3.9, respectively, and both love going to By The Hand. Mr. Phil, Treshaun’s leader,
says Treshaun has come alive at By The Hand. That's exactly what Treshaun told his mom.
“Mr. Phil has helped me a lot with my homework,” he said proudly as he held up a report
card with straight A's and B's. Latoya is thrilled that Treshaun is excited about having a per-
sonal relationship with Jesus and is looking forward to getting baptized soon. Now, when she
looks out of the window of her apartment, she knows her son is doing well at school or having
fun at By The Hand bucket drumming or playing basketball. Latoya says, “I just can’t believe
what the By The Hand Club has done for my baby.”
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ENGLEWOOD

.
f

ENGLEWOOD IS ONE OF CHICAGO'S POOREST AND
LOWEST ACADEMICALLY PERFORMING NEIGHBORHOODS.

OPENED OCTOBER 2008
WITH 88 CHILDREN

CURRENTLY SERVING 110 CHILDREN
1ST TO 5TH GRADES

Touching more lives

Filling a special need for love

Once a thriving neighborhood, its decline during the 1950s and é0s
made Englewood affordable for poor residents who were being dis-
placed from other neighborhoods as these areas became unaffordable.
Since then, the magnificent brick houses that were built after the Great
Chicago Fire are crumbling apart. Today there are approximately
2,500 vacant buildings and 200 empty lots in Englewood. Yet, community
leaders are quick to point out that an abundance of children are living in
Englewood. In the midst of gang activity, drugs and prostitution and other
vices, and with little else to do, these children are at risk. They are in
critical need of intervention. They are kids we want to reach.

Establishing a presence

In October 2008, we opened our Englewood location on the south
side of Chicago. We have received a very warm reception by partner
schools, children and families. Also, in divine providence, while we
were looking for a suitable space, a newly hired Englewood staff
member introduced By The Hand to his pastor. It turned out that his
pastor had formerly been a teacher in a Cabrini-Green school and
was very familiar with By The Hand Club For Kids. He became the
Senior Pastor of Englewood Mennonite Church four years ago and
was quick to welcome us in.

Changing their world

The Englewood Mennonite Church is in the area where we wanted to
be located—on the corner of 68th and Halsted—where there was a high
crime rate and a lot of kids. It's about 5,000 square feet, enough space
for a few years. Leasing space from the church allows us to become
acclimated to the neighborhood and is ideal since the kids—along with
their families—can attend church on site.

STATISTICS ON ENGLEWOOD

African American 99%
Under 18 years old 36%
In-college male 0%
In-college female 1%
Adults with college degree 5%
Female-headed households 58%
Single mom with children* 69%
Per capita Income $9,507
Schools in academic warning 89%

*Of households with children

ACADEMIC ACHIEVEMENTS OF
BY THE HAND STUDENTS*

GPA 1.90 2.37
All ABC's 16% 42%
All Passing 61% 84%
Attendance NA 86%

*Same students year to year 4Q'08 to 4Q’'09
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Growing with faith:
an overview of operations

Operating from a solid foundation

By The Hand finished the 2008-2009 year with a strong financial outlook by managing expenses and holding the
costs per child at $5,700 for the third year in a row. At the same time, By The Hand was able to allocate 84% of
this amount to programming by limiting fund development, administration and non-operating costs to 16% of its budget.

We are also thankful that God allowed us to finish the year under budget in expenses and over projected revenue
during an unusual year. Nationally, people gave 5.7 percent less in inflation-adjusted dollars in 2008 than in
2007 —only the second time that giving has decreased during the past 50 years.

As we look to the future, we are appreciative for the faithfulness of God and people like you. It's important to
remember that we are not endowed, so we need the generosity of many to fund existing programs and the continued
expansion to reach 1,000 children by 2012.

27%
SPECIAL EVENTS

12% 9%

CORPORATIONS FUNDRAISING
& FOUNDATIONS
6%

ADMINISTRATIVE

10%
33% GOVERNMENT 84%
INDIVIDUAL GRANTS PROGRAM SERVICES

Growing strategically: a plan for expansion

By The Hand opens new sites only as “seed” money becomes available. Our strategic growth plan provides initial
capital for a new facility during the first five years. Based on a sliding scale of 100% for Year 1, the amount that
the fund provides to the site declines 20% for each subsequent year to 0% after Year 5.

This strategy takes into account the amount of time necessary to cultivate relationships with schools and develop
financial supporters in a new geographical area. Within five years, the goal is to have built up a sustainable
base of governmental, corporate, individual, church and foundation funding for each new site to sustain itself.

Currently, By The Hand has $884,935 in our Strategic Growth Fund. This will allow us, God willing to become
sustainable in Austin and Englewood. We are also looking to raise additional “seed” money to open a fifth site
in Chicago by 2010.




Statements of Activities Years ended August 31, 2009 and 2008 Statements of Financial Position Years ended August 31, 2009 and 2008

CHANGES IN UNRESTRICTED ACTIVITIES: 2009 2008 ASSETS 2009 2008
Operating activities: Current assets:
Revenue and Support Cash and cash equivalents $ 1,708,291 $ 2,536,791
Contributions: Prepaid expenses 28,556 30,154
Individuals $ 1,011,865 $ 489,576 Other 6,490 5,547
Churches 139,322 221,536 Total current assets 1,743,337 2,572,492
Corporations and Foundations 349,113 279,383
Donated Goods and Services 83,100 106,000 Property and equipment, net (note 3) 1,153,452 814,367
Special events, net of direct costs of Security deposit 9,750 8,970
$123,468 in 2009 and $152,619 in 2008 827,499 854,479 Total assets $ 2,906,539 $ 3,395,829
Government grants 313,660 68,954
Interest and dividends 22,865 84,754
Realized gains and losses 6,500 (3,702) LIABILITIES AND NET ASSETS
Other 1,475 - Current liabilities:
Net assets released from restrictions: Accounts payable $ 99,538 $ 98,799
Satisfaction of purpose restrictions 12,898 — Accrued payroll expenses 37,073 28,413
Total operating revenue and support 2,768,297 2,100,980 Total current liabilities 136,611 127,212
Expenses: Net assets:
Program services 2,941,021 2,464,377 Unrestricted net assets:
General and administrative 221,535 176,138 Unrestricted - undesignated _ _
Fundraising 318,185 235,591 Investment in property and equipment 1,153,452 814,367
Total operating expenses 3,480,741 2,876,106 Board designated (note 2):
Change in unrestricted net assets from operating activities (712,444) (775,126) Board designated for operating reserve 827,640 726,795
Board designated for long-term growth 884,935 1,726,235
Nonoperating activities: Board designated for property development (99,971) —
Contributions from individuals designated for long-term growth 262,000 600,000 Total unresiricted net assels 2766056 3,267,397
Expenses of funds designated for long-term growth (50,897) — Temporarily restricted net assets 3,872 1,220
Change in unrestricted net assets from non-operating activities 211,103 600,000 Total net assets 2,769,928 3,268,617
Change in unrestricted net assets (501,341) (175,126 Total liabilities and net assets $ 2,906,539 § 3,395,829
Chonges in temporarily restricted activities: See accompanying notes to financial statements.
Contributions - individuals 15,550 80 Statements of Cash Flows Years ended August 31,2009 and 2008
Net assets released from restrictions: 2009 2008
Satisfaction of purpose restrictions (12,898) _ Reconciliation of change in net assets to net cash provided by (used in) operating activities:
Change in temporarily restricted net assets 2,652 80 Change in net assets $ (498,689) $ (175,046)
Change in net assets (498,689) (175,046) Depreciation 34,447 11,770
Adjustments to reconcile increase in net assefs to net cash used by operating activities
Net assets at beginning of year 3,268,617 3,443,663 Contributions designated for long-term growth (262,000) (600,000)
Net assets at end of year $ 2,769,928 $ 3,268,617 Changes in operating assets and liabilities:
Other current assets (943) (5,470)
See accompanying notes to financial statements. Prepaid expenses 1,598 (1 2,088)
Security deposit (780) (3,570)
Accounts payable 739 (6,769)
Accrued payroll expenses 8,660 6,657
Net cash provided by (used in) operating activities (716,968) (784,516)

Cash flows used in investing activities:

Cash paid for property and equipment (373,532) (811,331)
Net cash used in investing activities (373,532) (811,331)
Cash flows provided by financing activities:

Proceeds from contributions designated for long-term growth 262,000 600,000
Net cash provided by financing activities 262,000 600,000
Net decrease in cash and cash equivalents (828,500) (995,847)
Cash and cash equivalents at beginning of year 2,536,791 3,532,638
Cash and cash equivalents at end of year $ 1,708,291 $ 2,536,791

See accompanying notes to financial statements.
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Statement of Functional Expenses Year ended August 31, 2009 (with comparative amounts for 2008)

2009 2008
GENERAL & TOTAL TOTAL
PROGRAM SERVICES ADMINISTRATIVE FUNDRAISING EXPENSES EXPENSES

COMPENSATION, BENEFITS AND TAXES
Salaries and wages $ 1,341,548 $ 31,158 $ 169,989 $ 1,542,695 $ 1,208,241
Benefits 353,804 3,582 35,365 392,751 300,727
Payroll taxes 101,353 265 10,885 112,503 95,437

Total salaries and wages,

benefits and payroll taxes 1,796,705 35,005 216,239 2,047,949 1,604,405
Insurance 30,285 — — 30,285 19,343
Printing 27,292 2,704 28,640 58,636 41,314
Telephone 35,685 — 6,118 41,803 35,558
Supplies 42,305 56 484 42,845 46,146
Building repair and maintenance 49,033 — — 49,033 76,066
Utilities 23,176 — — 23,176 19,609
Training 38,745 — — 38,745 57,897
Transportation 189,040 239 1,743 191,022 119,730
Non-capital equipment 77,429 — 4,536 81,965 84,202
Rent 104,020 — — 104,020 70,947
Camp 5,193 — — 5,193 50,897
Meals 178,361 341 1,054 179,756 158,832
Curriculum 8,897 — — 8,897 20,779
Enrichment classes - supplies 14,365 — — 14,365 3,494
Entrepreneurship and financial literacy 69 — — 69 94
Benevolence 34,019 — — 34,019 20,958
Student incentives 9,254 — — 9,254 12,470
Academic evaluation 28,754 — — 28,754 30,735
LEAP - literacy evaluation and program design 33,952 — — 33,952 24,639
Children’s events 119,322 — — 119,322 129,439
Publicity — — 49,993 49,993 43,766
Memberships — — 2,164 2,164 2,495
Postage — 2,577 7,214 9,791 9,550
Legal and professional fees 6,936 173,346 — 180,282 134,770
Bank charges — 7,267 — 7,267 5,310
Volunteer support 40,756 — — 40,756 40,891
Scholarships 12,981 — — 12,981 —
Depreciation 34,447 — — 34,447 11,770
Total expenses $ 2,941,021 $ 221,535 $ 318,185 $ 3,480,741 $ 2,876,106

See accompanying notes to financial statements.
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Years ended August 31, 2009 and 2008

Board of Directors

By The Hand Club For Kids

We have audited the accompanying statements of financial position of By
The Hand Club For Kids as of August 31, 2009 and 2008, the related
statements of activities and cash flows for the years then ended, and the
related statement of functional expenses for the year ended August 31,
2009. These financial statements are the responsibility of the manage-
ment of By The Hand Club For Kids (By The Hand). Our responsibility is

to express an opinion on these financial statements based on our audits.

We conducted our audits 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 consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of By The Hand’s internal control over financial reporting.
Accordingly, we express no such opinion. 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 the significant estimates made by management,
as well as evaluating the overall financial statement presentation.
We believe that our audits provide 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 By The Hand as of
August 31, 2009 and 2008, and the changes in its net assets and its cash
flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

Paul J. Smit & Associates
October 26, 2009

By The Hand Club For Kids (By The Hand) is a faith-based, after school
program that helps children have a new and abundant life by nurturing
the whole child — mind, body and soul. For the mind, By The Hand has
homework help, tutoring, language and reading literacy programs. For
the body, By The Hand provides health education and access to health
services, as well as a meal program. For the soul, By The Hand teaches
and models biblical truths.

The financial statements of By The Hand have been prepared on the
accrual basis of accounting; consequently, revenues are recognized
when earned and expenses when the obligation is incurred. The signifi-
cant accounting policies followed are described in the paragraphs that
follow to enhance the usefulness of the financial statements to the reader.

By The Hand maintains its accounts in accordance with the requirements
of the Financial Accounting Standards Board (FASB) and the American
Institute of Certified Public Accountants (AICPA), Audit and Accounting
Guide for Notfor-Profit Organizations, which requires that resources be
classified for reporting purposes based on the existence or absence of
donor-imposed  restrictions. This is accomplished by classification of
balances into three classes of net assets — unrestricted, temporarily
restricted, and permanently restricted. Descriptions of the three net asset
categories and the types of transactions affecting each category follow:

o Unrestricted — net assets that are not subject to donor-imposed restric-
tions. ltems that affect this category principally consist of unrestricted
contributions, bequests and memorials, investment income whose use is
unrestricted, grant revenues, as well as all expenses incurred in con-
nection with the operations of By The Hand. Unrestricted net assets also
includes unrestricted net assets that the Board of Directors has designat-
ed for long-term growth, as described in the following paragraph.

During the year ended August 31, 2008 the Board of Directors of By
The Hand established a financial reserve fund which is included in
unrestricted net assets at August 31, 2008. The purpose of the fund
is to create a financial operating reserve over time that is equal to
20% of By The Hand’s operating budget. The reserve will be avail-
able, upon board authorization, to meet unexpected cash flow needs
of By The Hand. The reserve balance was approximately $828,000
and $727,000 as of August 31, 2009 and 2008, respectively, and
consisted of unrestricted cash and investments. In addition to the
reserve, the board has designated other funds for the long-term con-
tinued growth and expansion of By The Hand at new locations
throughout Chicago as well as funds for the expansion and develop-
ment of existing locations throughout Chicago.

Temporarily restricted — net assets subject to donor-imposed restrictions
that will be met either by actions of By The Hand or the passage of
time. Items that affect this category are gifts for which restrictions have
not been met. These amounts are reclassified to unrestricted net assets
when such restrictions are met or have expired.

Permanently restricted — net assets subject to donor-imposed restrictions
to be maintained permanently by By The Hand. Items that affect this
category include gifts wherein donors stipulate that the corpus be held
in perpetuity and only income be made available for program
operations. By The Hand currently does not have any permanently
restricted net assets.
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Operating results in the statement of activities reflect all transactions
increasing or decreasing unrestricted net assets except the receipt and
expenditure of those gifts, grants and bequests of a capital or long-term
investment nature.

Cash and cash equivalents include all monies in banks and highly liquid
investments with maturity dates of less than three months. The carrying
value of cash and cash equivalents approximates fair value because of
the short maturities of those financial instruments.

Property and equipment are carried at cost or, if donated, at the approx-
imate fair value at the date of donation. Expenditures for property and
equipment and items which substantially increase the useful lives of exist-
ing assets are capitalized at cost. Acquisitions of property and equipment
in excess of $5,000 are generally capitalized. By The Hand provides for
depreciation on the straight-line method at rates designed to depreciate
the costs of assets over their estimated useful lives.

Building repair and maintenance costs for two of the facilities leased by
By The Hand are expensed as incurred since for these facilities the leases
can be cancelled by the lessee or lessor at any time or are short-term in
nature. Therefore, these repair and maintenance costs are not capitalized
and depreciated because they are not deemed to have any realizable,
long-term economic value to By The Hand. For owned facilities and those
subject to long-term leases, building repair and maintenance costs that
increase the value or estimated useful life of such facilities are capitalized
and depreciated over their estimated useful lives. Building repair and
maintenance costs that do not increase the value or estimated useful life
of such facilities are expensed as incurred.

Gifts of cash and other assets received without donor stipulations are
reported as unrestricted revenue and net assets. Contributions of assets
other than cash are recorded at estimated fair value. Gifts received with
a donor stipulation that limits their use are reported as temporarily or
permanently restricted revenue and net assets. When a donor stipulated
time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions.

Gifts of property and equipment and other long-lived assets are reported
as unrestricted revenue and net assets unless explicit donor stipulations
specify how such assets must be used, in which case the gifts are reported
as temporarily or permanently restricted revenue and net assets.

Expenses are recorded when incurred. The costs of providing various
program and supporting activities have been summarized on a function-
al basis in the accompanying statement of activities. Accordingly, certain
occupancy and administrative costs have been allocated among the pro-
grams and supporting services benefited based on estimates made by
management. The supporting services are indispensable to the conduct
of the program activities and to By The Hand's existence.

By The Hand is a not-for-profit organization. By The Hand has received
a determination letter from the Internal Revenue Service indicating that it
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is exempt from income taxes under Section 501(c)(3) of the Internal
Revenue Code of 1986, except for income taxes pertaining to unrelated
business income. No provision has been made for income taxes in the
accompanying financial statements, as By The Hand has had no signifi-
cant unrelated business net income.

The preparation of financial statements in accordance with generally
accepted accounting principles requires that management make esti-
mates and assumptions related to the reporting of assets and liabilities at
the date of the financial statements, and the reported amounts of rev-
enues, expenses, gains, losses, and other changes in net assets during
the period. Actual results may differ from those estimates.

A substantial number of unpaid volunteers, including members of the
Board of Directors, have made significant contributions of their time to
the By The Hand policy-making, program and support functions. The
value of the contributed time from volunteers and The Moody Church is
not reflected in these financial statements since it is not susceptible to
objective measurement or valuation.

Property and equipment at August 31, 2009 and 2008 consisted of the
following:

2009 2008

Building and building improvements $989,293 $720,331
Land 164,971 65,000
Vehicles 48,100 42,126
1,202,364 827,457

Less accumulated depreciation 48,912 13,090
Total $1,153,452 $814,367

During the years ended August 31, 2009 and 2008, By The Hand main-
tained deposits in excess of federally insured limits. Statement of
Financial Accounting Standards No. 105 identifies these items as a
concentration of credit risk requiring disclosure, regardless of the degree
of risk. The risk was managed by maintaining all deposits in high quality
financial institutions.

During fiscal year 2009, By The Hand received 57% of total contribu-
tions from 15 donors. Of this, 9% was unrestricted but designated for
future growth while 48% was unrestricted for current operations. During
fiscal year 2008, By The Hand received 51% of total contributions from
10 donors. Of this, 22% was unrestricted but designated for future
growth while 29% was unrestricted for current operations.

By The Hand outsources certain accounting, human resources, payroll
and information technology services to The Moody Church'’s Finance and
Administrative Department. During the year ended August 31, 2008,
By The Hand incurred and paid The Moody Church $95,400 for these
services. During the year ended August 31, 2009, due to significant
growth in By The Hand's operations, By The Hand incurred and paid The
Moody Church $150,986 for these services.

Years ended August 31, 2009 and 2008

During the years ended August 31, 2009 and 2008, The Moody Church
made contributions from its general operating fund of $85,500 and
$80,000, respectively, to By The Hand.

Members of The Moody Church can designate gifts for By The Hand
through member envelope giving to The Moody Church. During the years
ended August 31, 2009 and 2008, The Moody Church received gifts
designated for By The Hand of approximately $111,000 and $116,000,
respectively, and in turn remitted these amounts in full to By The Hand.

By The Hand conducts its operations from one facility that it owns and
three locations that are leased. By The Hand is responsible for funding
all necessary repair and maintenance at one of the leased facilities due
to the rental amounts required by the lease. Total rent expense under the
leases amounted to $109,420 and $70,947 for the years ended August
31, 2009 and 2008, respectively.

Future minimum base rental payments of $88,000 are required under the
above operating leases for the fiscal year ending August 31, 2010.
Future minimum based rental payments of $1,200 are required under the
above operating leases for each of the fiscal years ending August 31,

2011 through August 31, 2033.

In October 2009, By The Hand embarked on a capital campaign directed
at property acquisition and facility expansion and development. The need
for expansion is being driven by the need to continue to serve children that
are graduating from grade school and entering high school in fall 2010.
For many children, especially those from impoverished neighborhoods, high
school is a turning point and it is the beginning of their highest-risk years,
and so By The Hand is committed to continuing to serve these children.
As part of this expansion effort, By The Hand purchased an additional
property on October 22, 2009 in the amount of $203,000. In addition
to this purchase, By The Hand has signed a purchase agreement to
acquire an additional parcel of property in the amount $87,000 and has
entered into discussions to acquire several other parcels of land in a
neighborhood where it is already serving children.
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