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INDEPENDENT AUDITORS’ REPORT

To the Board of Ditectors of
Southern Appalactrian Ronald McDaonald House Charities, Inc.

W have audited the accompanying statements of financial position of the Southem Appalachian
Ronald McDonald House Charities, Ine. {a Tennessee nenprofit organization) as of December
31, 2000 and 2008, and the related statcments of activities, functional expenses, and cash flows
for the years then ended. These financial statements arc the responsibility of the Organization’s
management. Qur responsibility is to express an opinion on these financial statcments 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 examining, on a test basis, evidence supporting the armounts and disclosures in
the financial statements. An andit also includes assessing the accounting principles used and
significant estimates made by management, as well as evalualing the overall financial statement
presentation. We believe that our audits provide a reasonable basis for cur opinion.

In our opinion, the financial statetnents referred to above present fairly, in all matcrial respects,
the financial posttion of the Southern Appalachian Ronald McPonald House Charities, Inc. as of
December 31, 2009 and 2008, and the changes m its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of
Amernica

%fﬂg &y
Eddy & Eddy. CPAs, P.C.

Johnson City, Tennessee
April 26, 2010



SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.

STATEMENT OF FINANCIAL POSITION

December 31, 2009 and 2008

CURRENT ASSETS
Cash and Gash Equlvalents
Investments
Accounts Receivabla
Accrued Interest Receivahle
Dividenids Receivabils

Total Current Assets

- PROPERTY AND EQUIPMIENT
Entilding
Furnifure and Fixhires
Ciffica Equipment
Lesa: Accemulated Depraciation

Net Property and Eguipment

TOTAL ASSETS

ASSETS

2009 2003
AB3, 255 545,56
700 05T BET, 703
5,098 7,605
439 1,084
15668 474
1,208,808 1,122,339
1,245,604 1,252,345
178,164 176,330
27 AD4 45,904
{682 258) {540 265)
528,510 853,824
2,197,718 2,036,163

See Accampanying Accountants' Repor and MNates.



SOUTHERN APPALACHIAN RONALD MCDONALD
HQUSE CHARITIES, INC.
STATEMENT OF FINANCIAL POSITION
December 31, 2009 and 2003

LIABILITIES AND NET ASSETS

2009 2008
CURRENT LIABILITIES
Accounis Payable § 9,310 % 4,450
Salaries and Beneiits Payable bt 14,604
SS5Medicare Tax Payable 4,217 2,189
Total Current Liakilities 5 15,333 § 25,543
LONG-TERM LIABILITIES
Total Liabilities § 14,383 % 25843
MET ASSET3
UNRESTRICTED
Foard Designated - Capital Reserve 204,500 07 2R
Ecard Designated - Endowiment £55,5849 436,557
Investment in Fixed Assets 928,910 ) 953,824
Unresenved 425,527 452 BS5
Total Unrestricted MNet Assets ] 2113335 # 2,080,320
Temporarily Reskictad - Special Evants and Activifies 5,000
Total Temporarily Restricted Met Agsets (3 5000 & -
Total Net Azssets 5 2,113,235 § 2,060,320
TOTAL LIABILITIES ANL
NET ASSETS _ 5 2137,718 § 2,006, 163

Ses Accompanying Accountants’ Report and Notes.
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SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.

STATEMENT OF ACTIVITIES
For Years Ended December 31, 2009 and December 31, 2008

Temporarily Permanently 2009 2008
Unrestricted  Restricted  Restricted Total Totai
Revenues, {ains (losses) and other support
Contributions and Donations & M6, 134 & 241 5 -k 218,375 5 270,744
Donated Goods and Senvices - 55,807 - 55,807 64,785
hecDonald's Dongtions f Events 179,431 - - 178,43 147 475
Investment Income 27,981 - - 27,681 45,571
Realized Gaindloss - - - - 195
Unrealized Gainfl.oss 125 960 - - 125,360 (196, 895)
Ingurance Reimbursements - - - - 21282
hMiscellaneous Reyenue 2 - - 2 122
Special Events and Activities 57496 - - 57198 55,185
Lesz Direct Expenses (35.010% - - (35,0700 {34,179}
MWef Special Events and Activities 22,186 - - 22,188 21,067
et Assets Releasad From
Restricfions: Programs, Equipment and Buliding 61,238 {61,233) - - -
Total revenues, gains (logses) and other support * G2z832 5 5,000 § - §  BIrER % 274,240
Expenses
Program Services - Houss % 252803 & - % - % 252993 % Loty
Tedal Program Services 252,003 - - 262 993 272,259
Management and General 118,731 - - 119,731 119,988
Fund Raising 174,500 - - 174 500 118,820
Unallocated Payments fo Affiliated Crganizations 22593 - - 22 B3 17,237
Total Expen535 SEe T - - £89.847 L26,264
Change in Net Assets 53,015 5,000 - SaMs (152024
Met Azsets at Beginning of Year 2,160,320 - - 2,060,320 2212344
et Assets af End of Year 5 2113335 § L H LI - & 211R335 5 2,060,320

See Accompanying Accountants' Repor! and Motes.
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SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.
STATEMENT OF CASH FLOWS

For Years Ended December 31, 2008 and 2008

DOY 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Change in Net Assets 3 55§ (152,024)
Adfustments to Reconcile Change in Met Assefs
to Met Cash Provided by Operafing Activities:

Depreciation 44 555 #3350
Decrease (Increass) in Accounts Receivahle (2284 17.613
Decrease {(Increase) in Prepaid Expensas - 5572
Decrease (increase) in Inventory - 751
Decrease (Increase) in investments {141,304} ¥2.955
Increase {Decrease) in Accounts Payabla 460 (2,380
Increase (Decreass) in Accrued Liabilities (5,920 3272
Donated Equipment - (5,300
Totat Adjustments (105,443) 133,363
MNet Cash Used By Operaiing Activities 5 (47428) % (18,531
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Properly and Equipment 5 {3,761y % (49.457)
Net Cash Used By Investing Activities Ed {9,781y § [49.457)
CASH FLOWS FROM FINANCING ACTIVITIES
Met Cash Provided By Financing Activities % - 8

MET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ¥ {57,208} % {63,088

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR ¥ 345488 3 13,556
CASH AND CASH EQUIVALENTS AT END OF YEAR # 488,255 3 545,468
SUPPLEMENTAL DATA:
Ineome Taxes 8 o
Interest Expense 5 o

NON-CASH INVESTING ACTIVITIES:
Dnated Equipment 5

See Accompanying Accountants’ Report and Notes.
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SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.
STATEMENT OF FUNCTIONAL EXPENSES

For Years Ended December 31, 2009 and December 31, 2008

2009 2008
Supporting Services Supporting Services
Program Management Fund- Program Management Fund-
Services & General  raising Total Services & General ralsing — Tetal
Salaries ! 81133 S5 41429 & 71270 & 193,328 |5 7070 % 3BSET 5 SESOT 5 171,144
Employees Benefits 17 200 7242 5,733 ap17E 15,645 B5.537 523145 27447
Insurance - Excess Ligbility 4,336 10,118 - 14,454 5,763 12,282 - 17,545
Imgurance - Waorkers' Comp 454 1,564 - 2.848 1722 4.017 - 5736
MileagafTravel - 4757 - 47497 - 4 ARG - 4,48%
Employes Payroll Taxes G,E75 3715 2,588 15,388 5528 5,455 1,964 13,002
[ Milities 19,567 BT - 20,144 20450 G2 - X Da2
Conference/Education - 3243 190 2.510 - 15,468 2758 13,743
AdvertisingMewsletter - - 20,465 20,465 - - 12,590 12,550
Oifice Supplies - 3,281 BY2 3853 - 4,029 825 4,858
Telephone 1,867 5,451 1188 7736 1,580 5402 1,267 8 444
SiftsfMemonials 3.045 - - 5540 2226 - - 2225
Maintenance Supplies 14,483 . - 14,463 21703 - . 21,703
Fire Securify Systems x114 - - 2114 1584 - - 1,05&
House Expenses 10,5653 - - 10,863 15547 - - 15,847
‘olunteer Racognifion - - 1,103 1,103 - - B10 614
Cronsulting Fees - - ano2s an0z3 - - ERELE 5,000
Computer Expenses - 13,320 272 15,049 - 10,876 2228 13,104
PostageiShipping 1,370 1,370 - 2,740 1,653 1,653 . 3,306
Professional Services - T 7E3 - 7753 - 3,851 - LA
Danated Goods and Service 45,045 - - 45,048 GE.5986 - - 53,036
LicensesTaxes - BED . 939 - 358 - 353
Depreciation Expense 42 8007 1,784 - 44 a5 41615 1,735 - 43,350
Dues and Subscriptions - 3613 - 3613 - 4915 - 315
Elevator Maintenance 308 - - N 1473 - - 1,873
Sprinkler System 240 - - 240 &0 - - g0
Intemeat 112 364 54 B0 123 3498 o2 513
Canfsters Expenses - - 15,73 15,731 - - 14,184 14,184
Miscellaneous Expenszes - - 22,534 22,534 - - 15,528 15,923
Tatal Functional Expenses 252,553 118,731 174,544 SAT 224 272 2558 115988 116,630 o068 927
Unallocated Fayments to
Affiliates - RMHG Frogram - - - 22,593 - - - 17,337
Total Expenses 5 DRI OGS 119,731 5 174500 5 55997 | % 272,260 % 119852 § 118580 % 528284

See Acetompanying Accountants' Report and Motes.
&



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES 10 FINANCIAL STATEMENTS
DECEMRBER 31, 2009

NOTE 1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tatre of Activitics

Youthern Appalachian Ronald MeDonald Ilousc Charities, Inc., a Tennesses not-for-profil
oreanization, provides a sapportive home-fike atmosphere for the families of children who
are underaping inpatient or outpatient meadical treatment in any of the area hospitals. The
Organization supports other area children’s programs in the Southern Appatachian vegion by

avarding grants annuaily.

Basis of Accounting

The financial statements of the Southern Appalachian Ronald McDonald House Charities,
Inc. are 1eported using the accrual basis of accounting in conformity with generally accepted
accounting principies. In the accruoal basis of accounting, revenues are generally recognized
when earned and expenses recognized when incurred.

Basis of Presciation

Financial statement presentation Tollows the recommendations of the l'inancial Accounting
Gtandards Board in its Slatement of Financial Accounting Standards (SFAS) No. 117,
“Einancial Statements for Not-for-Profit Organizations™. Under those provisions, nct assels
and revennes, gains, and losses are classified hased on the ahsence or existence and nature of

donor-imposed restrictions as follows: -

Untestricted net assets — Net assets that are not subject to denor-imposcd
slipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations
that can be fulfilled by actions of the Organization purstant 10 those stiputations or

that expire by the passage of time.

Permanently restricted net assets — Net assets subject o donor-impozed stipulations
\hat they be maintained permanently by the Organization. Generally, the donors of
such assets would permit the Ovganization to use all or part of the income sarmed on

the assets.
In addition, the Orpanization is required to present a statement of cash flows.

The Organization reporis gifis of cash smel other assels as resirleted soppoit i they aic
received with donor stipulations that Jimit the use of the donated asscts. However, donor-
restricted contributions whose restrictions are met within (he same fiseal year are reported as
unmestricted support. When a donor restriction expires, that is, when a stipulated time



SOUTHERN APPALACHIAN RONALD MceDONALD HOUSE CHARITIES, TNC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 200¢

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIS {Continued)

Rasis of Presentation {Continued)

restriciion ends or purpose restriction is accomplished, temporarily restricted net assets arc

reclassified to nnrestricted net assets.

On August 6, 2008, the Financial Standards Accounting Board (FASB) issued FASB Stafl’
Position No. FAS 117-1, “Endowments of Not-for-Profit Organizations: Net Asset
('lassification of Funds Subject to an Enacted Version of the Upiform Prudent Management
of Tnstitutional Funds Act, and Enhanced Pisclogures for All Endowment Funds™ This
FASE Stolf Position provides guidance on he net asset clagsification of donor-resiricted
endowment {unds for a not-for-profit organization that is subject to an enacted version of the
Uniform Prudent Management of Institutional Fands (UPMIFA) Act of 2006 and also
improves disclosnres about an organization’s endowment funds (both donor-restrictec
endowment fimds and board-designated cedowment {unds), whether or not the organization
is subject to UPMIFA. FASB Staff Position No. FAS 117-1 was adopted retroactive to

Jauary 1, 2007,
Contributions

The Organization tecords contributions it accordance with Statement of Financial
Accounting Standards (SFAS) No. 116, “Apcounting for Contributions Received and
Comtributions Made”. Contributions are recognized when the donor makes a proose to give
{0 the Orpanization that is, in substance, unconditional. Conditional promises fo give are not
recognized untit they become unconditional — when the conditions on which they depend are
substantially met, Contributions of assets other {han cash are recorded at their estimated fair
value at the date of donation. Contributions that are restricted by the donor are reported as
‘ncreases in unrestricted net assets if the restrietions expiré in the fiscal year in which the
confributions are recognized. All other donor-resiricted contributions are reported as
increases in temporarily or permanently restricted net assels depending on the nature of the
restrictions. When the restriction expires, temporarily restricted net assets arc reclassified to

unrestricted net asseis.

Income Taxes

The Organization is cxempt from federal mcome taxes under Internal Revenuc Code Seetion
S01{e}3)



SOUTHERN APPALACHIAN RONALD M{:DDNELD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES ( Continued)

{ash and Cash Eguivalents

Tor the purpose of the statement of cash flows, the Organization congiders the following as
cash and cash equivalents:

Balancas at Decernber 31: 2004 2008

Fetty Cash g 270§ 270
Cash - Checking 12,244 0445
Cash - Savings 163,685 157,868
Certificates of Deposit 282,050 377,885
Cash and Cash Equivalents 5 483258 § 545468

Certificates of deposit at five local financial instinrions have maturities of six or twelve
months and interest rates rom 2.25% to 4.10%.

Fuanctional Allocation of Expenses

The costs of providing the various programs and other activitias have been summarized on &
functonal basis in the stalement of activities. Accordingly, certain costs have been allocated
among ihe programs and supporting services benefited.

Fatimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to malke estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual resuts

conld differ from those estimates.
Adverhising

The Organization expenses advertising costs as incurred. Total expense for (he years ended
December 31, 2009 and 2008 was $12,345 and 55,523 respectively.



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE 2. TEMPORARILY RESTRICTED NET ASSETS

Net assets were teleased from donor restrictions by Incurring expenses salisfying the
resiricted purposes:

Decernber 31, 2009 December 31. 2008

Donated Goods & Services 5 55,897 % 6, 786
Room Contributions 5,241 3,340
Equip. f Other Programs . -

5 61.238 § g68.176

Temporarily restricted net assets at December 31, 2000 were as follows:

St. Patrick's Day Sponsorship § 5.000

NOTE 3. DONATED GOODS ANE SERVICES

Donated materials, equipment and certain services are reflected as contributions in the
accompanying financial statements in the amounts of $35,997 for the year ended December
31, 2009 and 364,786 for the year cnded December 31, 2008, These amounts reflect the
estimated fair value of the contributions at their date of receipt. A substantial number of
volunteers donated significant amounts of time fo assist in the Organization’s operations.
Only amounts having an available objective valuation basis arc reflected in the financial
statements. One donor provided approximately 31% of the Organization’s 2002 donations.

NOTE 4. ACCOUNTS RECEIVABLE

The Organization’s accounts receivable is compriscd of:

December 31, 2005 December 31, 2008

Contributions F 6300 % 2,475
Radiothon 2,303 130
Canisters - -
Golf Tournament - 4,000
Other 385 -

5 8903 & 7.805

The Organization believes all accounts receivable are collectible and no allowance account
has been considered necessary.

10



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, TNC.
NOTES TO FINANCIAL STATEMIENTS
DECEMBER 31, 2009

NOTE 5. PROFMERTY AND EQUIPMENT

Property and equipment are carried at cost, or in the case of contributed asscts, at their fair
matket vahie at the time of the gift. Depreciation is computed using the straight-line method
over the estimated useful lives of the respective assets. Buildings are depreciated over forty
vears and improvements over fifteen years; equipment and furniture and figtures are
depreciated over five fo ten years. The cosl of maintenance and repairs is charged to
expense as incurred; significant renewals and beiterments are capitalized.  The
Orpanization’s current policy is to capilalize ussets costing more than $£1.000 with a e
greater than one year. Depreciation expense for the vears ended December 31, 2009 and
1008 armoanted to $44,693 and $43,350, respectively.

Property and Gquipment are comprised of ihe following:

December 31, 2002 Decermber 31, 2008
Gost Accudimn. Depr, Met Cost Accurmn, Depr. Met
Office Equipmenk 5 37404 % (29807} % 7787 § 45404 F (35378 & 10,028
Fumiture & Fixtures 176,161 (121,255} £6.806 175,338 {117.938) 5743
Building 1,286,604 (431,397} aed 207 1,283,346 {395,053 _- 896,353
Total $ 1611,168 § (582 208} § 23810 % 1.513,080 F (549,285 §_ 563,824

NOTE 6. COMPENSATED ABSENCES

No accrual for vacation pay was recorded at December 31, 2009 because the Organization
requires vacalion be taken by December 15 of each year.

NOTE 7. SPECIAL EVENTS

Ths revenue classification “Special Events and Activities™ 1s comprised .of the following
areas: colf tonurnament and St. Patrick’s Day Bvent.

MOTE 8. COMPARATIVE DATA

Comparative totals for the prior year have heen presented in the accompanying financial
statements in order to provide an understanding of changes in the Organization’s financial
position and operations. Certain comparative data have been reclassified 1o present such
amounts in a mannet consistent with fhe current year’s presentation.

1



SOTUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE 9. LEASES

The Southern Appalachian Ronald McDonald House Charities, Inc. has a land lease for a
period of twenty five (25) years, which expires in the year 2020. At the expiration of the

the lessee has the right and option, subiect to the lessor’s {Johnson City

original term,
[t an additional ferm

Medical Centcr Hospilal, Inc.) consent, to renew or extend this lease
of twenty five (25) years. The annual rental sum is one dollar.

The Organization entered imo a lease, heginning in June 2007, for five computer
workstations for three years with monthly payments of 5336. In addition, the Organization
entered inlo a lease, beginning in September 2007, for a server and backup equipment for
three vears with monthly payments of $322. Both leases are operating leases. The total rent
paid for the twelve months ended December 31, 2009 and 2008 was $£7.242 and $7,674,
respectively. The approximate remaining annual minimum lease payments under the non-
cancelable operating leases existing as of Deeembcer 31, 2009 are:

For the Year Endad:

December 31, 2010 3 5,575
3 35873
NOTE 10. INVESTMINTS
Investments ate summarized as follows:
December 31, 2009 Dacernber 31, 2006
Cost Fair Value Camying Yalue Cost Fair Valus Carrying Value
Usirastricted:
Cash and WMoney Market Funds 3§ &85 & BOE S Bo5 2 695 F ges I 685
Bong Funds AT 216 249 746 293, 7AG 276,804 264,459 284, 459
Enuity Funds 423107 408,616 408 B16 418,088 302,548 302548
Total $ 711,098 $_ 706007 § 703,007 5 6G5567 ¥ 667,705 §__ 567.703

The following schedule swnmarizes the investment retum and its classification in the
statement of activities:

2009 2008
Unragtricted Total Linrestricted Total
Interest and Dividends F 27,081 % 27 981 3 45611 § 45,611
Realized Gainsf{Losses} - - 105 105
Unrealizad Gainsf{Lossas} 125,550 125,850 (196 805} {196,895}
Total Investment Refurn 5 i53.841 5 153,841 $ (151,479 §___{181179)

I



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCTAL STATEMENTS
DECEMBER 31, 2009

NOTE 11, SIGNIFICANT CONCENTRATIONS OF CREDIT RISK

The Organization has concentrations of credit risk resufting from cash deposits being
maintained in banks within (he same geographic region.

2008 2008

Cash investments Cash Investrments
Carrying Velue % 483,255 § 709,097 % s45488 $ 567,703
Bank Balance 490,128 709,087 5he 452 587,703
Coverad by FOIG 1,060,000 - 1,500,400 -
Covered by MGLA 500,000 .-
Coverad by SPIC - 500,000 - 500,000
Mt Covered - 208,007 - 67,703

NOTE 12. ENDOWMENT

The Organization’s endowment s Board desigpated. As requived by GAAP, net asscts
associated with endowment fonds, including funds designated by the Board 10 function as
endowments, are classified and reported hased on the existence or absence of donor-imposed

rastrictions.

The Board has interpreted the Siate Pradent Management of Tnstitutional Funds Acl
(SPMIFA) as requiving the preservation of the fair value of the ariginal gift as of the gift
date of the donot-restricted endovwment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Organization classifies as permanenily
restricted net assets (a) the original vatue of gifis donated to the permanent endowment, (b}
the original value of subsequent gifts to the permanent endowment, and (¢} accumultations to
the permanent endowment made in accordance with the direction ol the applicable domor
pift instrument at the time the aceurmulation is added to the find. The remaining portion of
the donor-restricted endowment fund that is not classified in penmanently restricted net
asseis is classified as temporarily restricted net assets until thase amounts are appropriated
[or expenditure by the Organization in a marmer consistent with the standard of prudence
presoribed by SPMIFA. Tn accordance with SPMIFA, the Organization considers the
lollowing factors in making a determination to appropriate or accumulate donor-resiricled

endowment funds:

The duration and preservation of the fand
The purposes of the Organization and the donor-restricted endowinent Tind
General econotnic conditions
- The possible effect of inflation and deflation
The expected (otal return from income and the appreciation of Investments

i
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SOUTIIERN APPALACHYAN RONALD McDONALD HOUSE CHARITIES, TNC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2062

NOTE 12. ENDOWMENT (Continued)

6. Other resources of the Crganization
7. The invesiment policies of the Organization.

009

Endowment Net Asset Compaosition by Type of Fund as of December 31, 200%:

Temporarily Permanently

Unresiricted  Resfricted  Restricted Total
Board-Designated
Endowment Funds $ 555589 % - 5. - § 355,389
Total Funds $ 555589 § ~ ¥ . § 355,589

hanges in Endowment Net Assets for the Year Ended December 31, 2009:

Temporarily Permmanently

Unrestricted  Restricted — Restrictgd Total

Endowment Net Assets,

Beginning of Year $ 436,557 § - i - 3 36,557
Tnvestment Return:

Invesiment Income 10.808 - - 10,808

Net Appreciabon

(Realized & Unrealized) 108,224 - - 108,224
Tolal lnvestinent Eehum 119,032 - - 119,032
Contributions - - L - -
Frndowment Wet Assets,

End of Year £ 553,589 % - 5 - § 555,589

14



SOUTHERN APPALACHIAN RONALD McDONALD IIOUSE CHARITIES, INC.
NQOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTE 12. ENDOWMENT {Continued)

[

(8

|

Fndowment Net Asset Compaosition by Type of Fuad as of December 31, 2008:

Temporarily Permanently

Unrestricted  Reshricled  Restricted Total
Board-Designated
Endowmeni Funds $ 436557 5 - b - $ 436557
Total Funds T 436557 § - $ - $ 436,557

Changes in Endowment Net Assets for the Year Ended December 31, 200R:

Temporarily Permanently

Unresticied  Restricted  Resiricted Toial

Endowmenl Net Assets,

Beginning of Year $ 493222 § - % - § 493222
Investment Return:

Investment Income 16,7497 - - 16,797

Net Depreeiation

(Realized & Unrealized) {173,462} - L - {173,462}
Total Investment Return {156,665} - - {156,665}
Contributions 100,000 - - 100,600
Gndowment Net Assets,

End of Year $ 435,557 % - $ - $ 436,537




SOUTHERN APPALACHIAN RONALD MeDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCTAL STATEMENTS
DECEMBER 31, 2009

NOTE 12, ENDOWMENT {Continued}

Teturn Objectives and Risk Paratneters

The Organization’s primary investment objective is to seck a rate of return comparable to
+thase of standard market indices over a full market cycle of five years.

Siratesies Emploved fov Achieving Obiectives

The Organization’s portfolio assets will be allocated among United States common stocks,
United States convertible secmities, United Siates fixed income securilies, and United States
cash equivalents. A portion of the porticlio, not to exceed fificen percent of the overall
portlolio, can be invested in non United States securities. Investments in commodities, not to
exceed ten percent of the overall portiolio, may also be made. Portfolio assets shall be
generally well diversified to avoid undue exposure 1o ay single economie or indusiry sector

or individual security.

Spending Policy and ITow the Tnvestment Obiectives Relate to Spending Policy

The Organization will try to maintain a minimum balance cquivalent of at least one year's
operating expense of the annual operating budget and has set a goal of two year’s reserves as
the ideal fund balance level.

NOTE 13 - TAIR VALUE MEASUREMENTS

Effective December 31, 2008, we adopted Statement of Fmancial Accounting Slandards No.
157, Fair Value Measurements, which provides a framework for measuring [air value under
GAAP. SFAS 157, defines fair value as the exchange price that would be received for an
asset or paid Lo transfer a lability (an exit price) in the principal or most advantageous
market for the asset or Rability it an orderly transaction between market participants on the
mensurement date. STAS 157, requires that valuation techniques maximize the use of
observable inputs and minimize the use of unobscrvable inputs.
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SOUTHERN APPALACHIAN RONALD MeDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009

NOTL 13 - FAIR VALUE MEASUREMENTS (Continued)

I'air values of assets measured on a recutting basis at December 31, 2009 are as foltows:

Fair Value Measurements at Reporting Date Using

(Quoled Priccs
In Active Signilicant
Markets for Other Significant
Identical Observable Unobservable

Assets Inputs Inputs

Fair Value (Lewvel 1) {Level 2) {Level 3}

nvestments-Unrestricted  $ 705,097 709,097 - -
Total Assets § 709,007 TO0, (197 . -

Financial assets valued nsing level 1 inpus are based on unadjusted quoted market prices
within active markets. Financial asseis valued using level 2 inputs are bused primarily on
quoted prices for similar assets in active or inactive markets. Financial assets using level 3
inputs are primarily valued using management’s assumptions about the assumptions market
participants would utilize in pricing the asset or liability. Valuation techniques utilized to
Jetermine fair value ave applied using the market approach for investments. The market
approach uses prices and other relevant information generated by market transactions
irvolving identical or comparable assets of Habilities.

NOTE 14 — RELATED PARTY TRANSACTIONS

One Board mentber’s employer began in 2009 to provide monthly payroll checl writing,
quarterty preparation of payroll tax returns, and annual preparation of Forms W-2, W-3, and
1099, The total amount paid for these services for the vear ending Decemiber 31, 2009

amoynted to $1,448.

NOTE 15 — SUBSEQUENT EVENTS

Management has evaluated subsequent events ihivough April 26, 2010, which is the datz the
financial statements were available to be issued.
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