THE EMPTY STOCKING FUND, INC.

FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2026 AND 2025

with
INDEPENDENT AUDITORS’ REPORT



TABLE OF CONTENTS

INDEPENDENT AUDITORS’ REPORT
STATEMENTS OF FINANCIAL POSITION
STATEMENTS OF ACTIVITIES
STATEMENTS OF FUNCTIONAL EXPENSES
STATEMENTS OF CASH FLOWS

NOTES TO FINANCIAL STATEMENTS

PAGE

3-4

7-8

10-16



SMITH+HOWARD PC

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
The Empty Stocking Fund, Inc.

Opinion

We have audited the accompanying financial statements of The Empty Stocking Fund, Inc. (the
“Organization”) (a nonprofit organization), which comprise the statements of financial position as of March
31, 2026 and 2025, and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Organization as of March 31, 2026 and 2025, and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America (“GAAP”).

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (“GAAS”). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with GAAP; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Organization’s ability to continue
as a going concern for one year after the date of this report.

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements can arise from fraud or error and are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.
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Auditors’ Responsibilities for the Audit of the Financial Statements (Continued)

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Sk, Cnd HM,PL

Atlanta, GA
August 3, 2026



THE EMPTY STOCKING FUND, INC.
STATEMENTS OF FINANCIAL POSITION
MARCH 31, 2026 AND 2025

ASSETS
026 025
Cash and cash equivalents $ 431,036 382,548
Investments, at fair value 1,717,745 1,682,075
Receivables - 11,675
Inventory 1,269,740 460,165
Prepaid expenses and other assets 15,346 13,527
Property and equipment, net 369,100 407,292
Right of use asset, net 487,564 594,738
$ 4,290,531 3,552,020
LIABILITIES AND NET ASSETS
Accounts payable $ 13,525 21,805
Accrued expenses 1,868 24,490
Operating lease liability 534,423 645,933
Total Liabilities 549,816 692,228
Net Assets - Without Donor Restrictions 3,740,715 2,859,792
Total Liabilities and Net Assets $ 4,290,531 3,552,020

The accompanying notes are an integral part of these financial statements.
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THE EMPTY STOCKING FUND, INC.
STATEMENTS OF ACTIVITIES

YEARS ENDED MARCH 31, 2026 AND 2025

Revenues and Support:
Corporate sponsorships and foundation grants $
Individual gifts
Community partnerships
In-kind contributions
Investment income, net
Other

Total Revenues and Support

Expenses:
Program services
Management and general
Fundraising

Total Expenditures

Change in Net Assets

Net Assets - Without Donor Restrictions, Beginning of Year

Net Assets - Without Donor Restrictions, End of Year $

2026 2025
655,294 534,170
772,463 728,671
170,690 276,462

3,207,685 1,334,983

56,048 90,156
2,478 1,288

4,864,658 2,965,730

3,607,596 2,164,218
176,869 301,782
199,270 261,528

3,983,735 2,727,528
880,923 238,202

2,859,792 2,621,590

3,740,715 2,859,792

The accompanying notes are an integral part of these financial statements.
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THE EMPTY STOCKING FUND, INC.
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED MARCH 31, 2026

Management
Program and
Services General Fundraising Total

Costs of distributed inventory $ 2866480 $ -3 - $ 2,866,480
Costs of distribution 71,693 84 566 72,343
Personnel 307,516 18,120 86,125 411,761
Postage and shipping 9,321 - 5,519 14,840
Insurance 18,311 1,781 - 20,092
Marketing and advertising 5,238 - 18,189 23,427
Bank and transaction processing fees - 22,463 865 23,328
Professional services - 112,717 55,309 168,026
Facilities 175,336 - - 175,336
Fundraising 3,049 - 8,765 11,814
Telephone and internet 4,141 5,624 - 9,765
Printing and production 8,740 186 - 8,926
Travel and meals 5,509 - 175 5,684
Dues, subscriptions, and licenses 8,817 6,807 17,435 33,059
Depreciation 96,659 - - 96,659
Furniture and equipment 4,306 - - 4,306
JROTC incentive awards 200 - 5,474 5,674
Other 22,280 9,087 848 32,215

Total Expenses $ 360759 $ 176,869 $ 199,270 $ 3,983,735

The accompanying notes are an integral part of these financial statements.
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THE EMPTY STOCKING FUND, INC.

STATEMENT OF FUNCTIONAL EXPENSES

Costs of distributed inventory
Costs of distribution

Personnel

Postage and shipping

Insurance

Marketing and advertising

Bank and transaction processing fees
Professional services

Facilities

Telephone and internet

Printing and production

Travel and meals

Dues, subscriptions, and licenses
Depreciation

Furniture and equipment

JROTC incentive awards

Other

Total Expenses

YEAR ENDED MARCH 31, 2025

Management
Program and
Services General Fundraising Total
$ 1,655,039 $ - $ - $§ 1,655,039
32,298 3,568 - 35,866
160,061 30,313 55,725 246,099
665 15 17,715 18,395
27,170 2,427 - 29,597
500 - 47,089 47,589
- 6,302 13,873 20,175
5,225 217,813 108,959 331,997
167,054 - - 167,054
5,704 5,270 - 10,974
- 1,525 10,732 12,257
10,308 2,708 400 13,416
9,013 8,472 4,657 22,142
82,909 - - 82,909
7,822 154 - 7,976
- - 2,378 2,378
450 23,215 - 23,665
$ 2,164,218 $ 301,782 $ 261,528 $ 2,727,528

The accompanying notes are an integral part of these financial statements.
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THE EMPTY STOCKING FUND, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED MARCH 31, 2026 AND 2025

2026 202

Cash Flows from Operating Activities:
Change in net assets $ 880,923 $ 238,202
Adjustments to reconcile change in net assets to net
cash provided by operating activities:

Contributed inventory (3,207,685) (1,334,983)
Costs of donated inventory and gift cards distributed and used 2,866,483 1,242,386
Net realized and unrealized gains on investments (28,943) (61,899)
Depreciation 96,659 82,909
Operating lease expense 121,461 121,461
Payments on operating lease liability (125,797) (123,331)
Changes in operating assets and liabilities:

Receivables 11,675 12,309
Inventory (468,373) 15,773
Prepaid expenses and other assets (1,819) 35,580
Accounts payable (8,280) 118
Accrued expenses (22,622) 12,844
Total adjustments (767,241) 3,167
Net Cash Provided by Operating Activities 113,682 241,369

Cash Flows from Investing Activities:

Purchase of property and equipment (58,467) (140,229)
Purchase of investments (184,662) (408,968)
Proceeds from sale of investments 177,935 360,135
Net Cash Required by Investing Activities (65,194) (189,062)

Net Change in Cash and Cash Equivalents 48,488 52,307
Cash and Cash Equivalents, Beginning of Year 382,548 330,241
Cash and Cash Equivalents, End of Year $ 431,036 $ 382,548

The accompanying notes are an integral part of these financial statements.

9



THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

The Empty Stocking Fund, Inc. (the “Organization”) is a 501(c)(3) Georgia not-for-profit organization
originally founded in 1927 to bring joy to children during the holiday season and has since evolved
into a year-round operation to bridge the resource gap for low-income families and under-resourced
educators across the Atlanta metropolitan area.

The Organization operates with a dual focus: ensuring every child experiences the dignity of the
holidays and every student has the tools to succeed in the classroom. The Organization’s mission is
accomplished through three programs:

Support for Families during the Christmas and Holiday Season — In December 2025, the
Organization served 27,000+ children from over 10,000 families, providing gifts that promote joy,
dignity, and inclusion. No other organization in Georgia has the infrastructure or capacity to meet
at this high level of need.

Teacher Resource Center (TRC) — The Organization operates the largest TRC in Georgia,
supporting Title | educators. For the 2025-2026 school year, over 4,000 teachers “shopped” for
up to $500 worth of classroom supplies and essentials. With over 9,000 teachers currently on the
waiting list, the Organization is aggressively scaling its operations to ensure no classroom in the
Greater Atlanta area goes unsupported. The TRC is supported mainly through in-kind donations
received and processed at the 25,000+ square foot warehouse in Atlanta.

Student Readiness Kits — Leveraging purchasing power through national partnerships and
closeout vendors, in July and August 2025 the Organization distributed nearly 30,000 Student
Readiness Kits packed with core learning essentials through strategic school district partnerships.

Nearly a century after its founding, the Organization continues to evolve, scaling their reach to meet
the growing needs of metropolitan Atlanta’s families, students, and educators, one gift and one
classroom at a time.

Basis of Accounting

The Organization follows accounting standards set by the Financial Accounting Standards Board
(“FASB”). The FASB sets accounting principles generally accepted in the United States of America
(“GAAP”).

Financial Statement Presentation

Net assets, revenue, and support are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of the
Organization.
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THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation (Continued)

Net Assets With Donor Restrictions — Net assets subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage
of time or other events specified by the donor. Other donor-imposed restrictions are perpetual in
nature, where the donor stipulates that such resources be maintained in perpetuity. If a restriction
is fulfilled in the same time period in which the contribution is received, the Organization reports
that support as an increase in net assets without donor restriction. The Organization did not have
net assets with donor restrictions at March 31, 2026 or 2025.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents. Cash and cash equivalents consist of cash held in checking and
money market accounts. Cash balances are maintained with financial institutions which are insured
by the Federal Deposit Insurance Corporation (FDIC). From time to time, balances may exceed FDIC
insured limits. Management does not believe that the Organization is exposed to any significant credit
risk on these accounts. Cash and cash equivalents consisted of the following at March 31:

2026 2025
Cash $ 377,862 $ 353,854
Money market accounts 53,174 28,694

$ 431,036 $ 382,548

Investments

Investments are carried at fair value and unrealized/realized gains and losses, dividends and interest,
and investment fees are reflected in the accompanying statements of activities as investment income
(loss), net and comprised of the following for the years ending March 31:

2026 2025
Dividends and interest $ 40,837 $ 40,704
Net realized and unrealized gains 28,943 61,899
Investment management fees (13,732) (12,447)
Investment income, net $ 56,048 $ 90,156

The investments primarily consist of stocks, options, ETFs, and mutual funds. Investment securities
are exposed to various risks, such as interest rate risk, market risk and credit risk. Due to the level of
risk associated with certain investment securities, it is at least reasonably possible that changes in
risks in the near term could materially affect the amounts reported in the accompanying financial
statements.

11



THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Values Measured on Recurring Basis

GAAP establishes 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 measurement) and the lowest priority to
unobservable inputs in which little or no market data exists (Level 3 measurements). The three levels
of the fair value hierarchy are described below:

Level 1 - Unadjusted quoted prices in active markets that are accessible at the measurement date
for identical assets or liabilities;

Level 2 - Quoted prices in markets that are not considered to be active or financial instruments
for which all significant inputs are observable, either directly or indirectly;

Level 3 - Prices or valuations that require inputs that are both significant to the fair value
measurement and unobservable.

The tables below represent the fair value measurement hierarchy of the Organization’s investments
at fair value as of March 31:

2026
Level 1 Level 2 Level 3 Total
Stocks, options, and ETFs $ 1,279,387 $ - 9 - $ 1,279,387
Mutual funds 438,358 - - 438,358
$ 1,717,745 § - 9% - $ 1,717,745
2025
Level 1 Level 2 Level 3 Total
Stocks, options, and ETFs $ 1,266,193 $ -3 - $ 1,266,193
Mutual funds 415,882 - - 415,882
$ 1682075 $ -9 - $ 1,682,075
Inventory

Inventory consists of toys, other gift items, and school supplies. Purchased inventory items are stated
at the lower of cost or market. Donated toys and school supplies are stated at their estimated
replacement cost. See In-kind Contributions and Services in Note A. Management determined no
allowance for obsolete inventory necessary at March 31, 2026 and 2025.
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THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment

Property and equipment is recorded at cost or at fair market value at the date of gift, if donated.
Depreciation is recognized based on the straight-line method over the estimated useful life of each
asset. Maintenance and repairs are charged to operations when incurred. Property and equipment
consisted of the following at March 31:

Useful Life 2026 2025
Machinery and equipment 5 years $ 134,621 $ 126,819
Leasehold improvements 10 years 195,881 195,881
Technology systems 5 years 401,991 351,327
732,493 674,027
Less: accumulated depreciation (363,393) (266,735)

$ 369,100 $ 407,292

Revenue Recognition

Corporate Sponsorships, Foundation Grants, and Individual Gifts — Contributions and grants
(including unconditional promises to give, i.e., pledges) are recognized as revenue in the year they
are received or pledged, with allowances provided by pledges estimated to be uncollectible.
Conditional pledges, that is, those with a measurable performance or other barrier and a right of
return, are not recognized until the conditions on which they depend have been met. If release of the
restriction occurs at the same time as meeting the grant condition, the Organization records the
contribution as without donor restriction.

The Organization recognizes contributions and grants as restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor-imposed restriction expires,
net assets with donor restrictions are reclassified to net assets without donor restrictions and
presented in the accompanying statements of activities as net assets released from restrictions.

Community Partnerships — The Organization sells school supply inventory to other qualified 501(c)3
nonprofit organizations and the revenue related to the transaction is recorded as community
partnerships. The Organization recognizes revenue in accordance with the Accounting Standards
Codification (“ASC”) Topic 606, Revenue from Contracts with Customers. The Organization’s
revenue is recognized at a point in time, generally upon the delivery of school supplies. The
Organization’s contracts do not contain variable consideration provisions. The Organization’s
revenue arrangements consist of a single performance obligation to transfer promised goods.

In-kind Contributions and Services — The Organization received donated toys and school supplies
with an estimated fair market value of $3,207,685 and $1,334,983 for the years ended March 31,
2026 and 2025, respectively. Donated inventory was valued using estimated wholesale or
replacement values based on information provided by donors, published pricing information for similar
products, or recent purchase prices for comparable items.

13



THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue Recognition (Continued)

Contributed toys and school supplies received by the Organization are recorded as in-kind
contribution revenue with a corresponding increase to inventory.

Individuals (approximately 3,200 during fiscal year 2026) have donated their time (approximately
10,000 hours during fiscal year 2026) to support the Organization’s program services and no amounts
have been recorded for this time. Donated services are recognized as contributions if the services (a)
create or enhance nonfinancial assets or (b) require specialized skills, are performed by people with
those skills, and would otherwise be purchased by the Organization. Donated services have not been
recognized in the accompanying statements of activities for the years ended March 31, 2026 and
2025, respectively, as they do not meet the requirements for recognition.

Functional Allocation of Expenses

Expenses in the statements of activities have been reported by the functional classifications, major
classes of program services and supporting activities. The costs of providing the various programs
and other activities have been tracked on a functional basis. Accordingly, certain costs have been
allocated among the programs and supporting services benefited on the basis of square footage,
payroll, or other relevant basis.

Tax Exempt Status

The Organization is exempt from federal income taxes under the provisions of Section 501(c)(3) of
the Internal Revenue Code. Accordingly, no provision or liability for federal and state income taxes
has been recorded in the accompanying financial statements.

The Organization annually evaluates all federal and state income tax positions. This process includes
an analysis of whether these income tax positions the Organization takes meet the definition of an
uncertain tax position under the Income Taxes Topic of the Financial Accounting Standards
Codification. In the normal course of business, the Organization is subject to examination by the
federal and state taxing authorities. In general, the Organization is no longer subject to tax
examinations for the years ending before March 31, 2023.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of 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.

NOTE B — RETIREMENT PLAN
The Organization provides a 401(k) retirement plan. Under this plan, the Organization can match up

to 6% of an employee’s salary deferrals. The 401(k) match for the years ended March 31, 2026 and
2025 were $7,919 and $3,062, respectively.
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THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025

NOTE C — OPERATING LEASES

On February 11, 2020, the Organization entered in a lease agreement for warehouse and office
space. The lease requires monthly payments which are subject to annual increases and terminates
in June 2030. The Organization has recorded a ROU asset and operating lease liability, which
represents the present value of future lease payments using a discount rate of 2.40%, based on
treasury rates effective April 2022 applied to the lease in accordance with its remaining lease term.

At March 31, 2026, the Organization’s operating lease liability was comprised of the following:

Gross operating lease liability $ 563,067
Less: imputed interest (28,644)
Present value of operating lease liability $ 534,423

The schedule below summarizes the future minimum annual lease obligations for the years ending
March 31:

2027 $ 128,314
2028 130,880
2029 133,497
2030 136,167
2031 34,209

$ 563,067

NOTE D — LIQUIDITY

At March 31, 2026 and 2025, financial assets and liquidity resources available within one year for
general expenditure, such as operating expenses, were as follows:

2026 2025
Cash and cash equivalents $ 431,036 $ 382,548
Investments, at fair value 1,717,745 1,682,075
Receivables - 11,675

$ 2,148,781 § 2,076,298

The Organization manages its liquidity and reserves following three principles: operating within a
prudent range of financial soundness and stability, maintaining adequate liquid assets to fund near-
term operating needs, and maintaining sufficient reserves to provide reasonable assurance that long-
term goals will be met. The Organization operates with a balanced budget and anticipates collecting
sufficient revenue to cover general expenditures. Further, the Organization’s investment portfolio
consists of securities which are not subject to any constraints limiting the Organization’s ability to
respond quickly to changes in market conditions.
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THE EMPTY STOCKING FUND, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2026 AND 2025
NOTE E — SUBSEQUENT EVENTS

Management has evaluated subsequent events through August 3, 2026, the date the financial
statements were available to be issued.
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