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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of

Southern Appalachian Ronald McDonald [1ouse Charities, Inc.

We have audited the accompanying statements of financial position of the Southern Appalachian
Ronald MeDonald House Charities, Inc. (a Tennessee nonprofit organization) as of December
31, 2010 and 2009, and the related statements of activities, finctional expenses, and cash flows
for the years then ended. These financial statements are the responsibility of the Organization’s
management. 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 inclndes examining, on a test basts, evidence supporting the amounts and disclosures in
the financial statemenis. An audit also includes assessing the accounting principles used and
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 the Southern Appalachian Ronald McDonald House Chanties. Inc. as of
Becember 31, 2010 and 2009, and the changes in its net assets and its cash flows for the years
then ended in conformity with accounting prineciples generally accepted in the United States of
America.

% réaa;b/a/
Eddy & Eddy. CPAs, P.C.

Tohnson City, Tennessee
May 3, 2011



SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.

STATEMENT OF FINANCIAL POSITION

December 31, 2010 and 2009

CURRENT ASSETS
Cash and Cash Equivalents
Invastrznis
Accounts Receivable
Aperued Interest Receivable
Dividends Receivabla

Tofal Current Assots

PROPERTY AND EQUIPMENT
Buildiry
Furniture and Feduras
Office Eguipment
Daonafion Box Equipnrrent
Less: Acoumiated Depreciatian

MNet Property and Equipment

TOTAL ASSETS

ASSETS

Q10 0g
SB2ETT S 258,259
777,535 708,087
47188 2,995

3,058 489
as 1,965
1,292,030 § 1,208,308
1304032 § 1,265,504
179.412 178,161
52,353 37 408
51,814 -
B30 543) (582 250)
956,962 § 308 810
2,248,392 5 % 137.713

See Accompanying Accountarts’ Report and Nofes.
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SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.

STATEMENT OF FINANCIAL POSITION
Dacember 31, 2010 and 2009

LIABILITIES AND NET ASSETS

2040 2002
CURRENT LIABILITIES
Aocounte Payable 5 13357 8 6,313
Salaries and Benafiis Payahlz £ 625 5,868
SSMeadicare Tax Payabie £.305 £217
Current Obligations Under Capital Leases-Computer 4015 -
ash Advance 20178, __ -
Total Current Liabiiities i 48,434 3 19,383
LONG-TERM LIABILITIES
Lang-Term Obligations Under Cap, Leases-Computer 3 121472 % -
Taotal Long-Term Liabilittes g 15472 B
Total Liabilifies 5 51,555 & 16,383
MET ASSETS
UNRESTRICTED
Board Designated - Capiial Reserve 213,553 203,508
Soard Designzted - Endovanant 614,082 555,585
Investment in Fixed Assets B20,55% 823,810
Unresensed A33 165 425,337
Total Unrestricted Net Assels 3 2181396 % 2,113,335
Temporatily Restriicted - Special Events end Activities #,300 5,000
Total Temporarily Restricted Net Assets 2 g.000 & 5,000
Total Net Assets $ 2187355 B 2148335
TOTAL LIABILITIEES AND
NET ASSETS 5 2,245,392 § 2137718

Saeo Accompanying Accountents’ Report and MNotes,



SOUTHERN APPALACHIAN RONALD MCDONALD
HOUSE CHARITIES, INC.

STATEMENT OF ACTIVITIES
For Years Ended December 31, 2010 and December 31, 2009

Temporarily Permanently  20%0 2009
Unrestricied Restricted  Restricted Total Total
Revenues, gains [[osses) and ofther support
Contrbutions and Bonations % IT7R98 B noan % - &  33B4TE 5 323417
Donated Goods and Services - 47 485 - A7 459 55,507
Mclonald's Donztions £ Events 114,524 12,554 - 127 478 72,338
|nvestment bcome 21,304 - - 21,804 27,581
Unrealized GainfLoss 52,848 - - 52 843 125,960
Miscellansous Revenue - - - - 2
Special Events and Activities 43,785 - - 48 7R 57,106
Less Direct Expenses {45.021) - . (48421} {35,070
Mot Special Evends and Activities (258) - - (256} 22 186
Met Azsets Released From
Restrictions; Piograms, Eguipment and Building 58,503 (68,503 - - -
Total revenues, gains {fosses) and other support 3 34822 % 1000 % § 635822 § 627,932
Expenses
Program Services - House ¥ 254 867 5 - 5 - 5 2A4867 § 252,993
Total Program Servicas 264 967 - - 264 657 252,993
Management and General 124 365 - - 124 365 114,731
Furd Ratsing 151,844 - - 151,844 174,500
Lingllpeated Payments to Affiliated Organizatiens 23,585 - - 20,589 22,693
Total Expenses 566,751 - - EEE, 71 563,917
Change th Net Assets G, 0E1 1,008 - B8, 051 58,015
MNet Assets gt Beginming of Year 2.113,335 5,000 - 2,118,335 2,080,520
Met Azsets at End of Year 3 2181338 % G000 5 - § 2187398 3 2118335

See Accompanying Accountants’ Report and Notes.
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SOUTHERN APPALACHIAN RONALD MCDONALD

HOUSE CHARITIES, INC.

STATEMENT OF CASH FLOWS
For Years Ended December 31, 2010 and 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Recancile Change In Net Assets
tn Met Cash Provided (Used) by Operating Activities:
Depreciation
Dacrease (Increase) in Accounts Recsivable
Decreaze (Increase) in Investmeants
Increase {Decrease) in Accounts Payakls
Increase {Decrease) in Accrued Liabilities
Donated Equipmet
Total Adjustrents
Net Cash Provided {(Used) By Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipmeant

Net Cash Provided (Used) By Investing Activities

CASH FLOWS FRCM FINANCING ACTIVITIES
Capital Leases Borrowings
Capital Leases Repayments
Cash Advances Received
Cash Advances Repayments
MNet Cash Provided {Used) By Financing Activities

NET INCREASE (DECREASE} IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUHVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DATA:

Income Tanes
Interest Expense

NON-CASH INVESTING ACTIVITIES:
Danated Equipment

See Accampanying Accountants’ Report and Nates,
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2010 2009
g B9061 55,015
58,590 44 B35
(39,268) {2,284
(68,538 {141,594
4087 250
175D {8,520
{5.000 .
|48 367} (105.442)
$ 20,694 & {47 428)
3 (51842 % 14,781
& (346842 8 (9,781
3 17949 §
£1,758)
36,567
{18,585
5 36,365 %
% (24,552 § (57.208)
§ 488259 & 548 258
3 483677 5 488,259
& n
g 1333
5 5,000



SQUTHERN APPALACHIAN RONALD MCDONALD

HOUSE CHARITIES, INC.
STATEMENT OF FUNCTIONAL EXPENSES

For Years Ended December 31, 2010 and December 31, 2009

Salaries
Employes Benefits
Imsurance - Excass Liabilify
[nsurance - Warkers' Comp
MileageTravel
Employes Payroll Taxes
Utitites
Conference/Educabon
AdvertisingMewsletiar
Office Supplies
Telephones
Acknowledgement
Maintenance Supplies
Fire Security Systems
House Expanses
Waluntesr Recognifion
Consulting Fees
Computer Expenses
PastageShipping
Imputed Interest
Professional Services
Congted Goods and Service
Lirenses/Taxes
Cepreciation Expense
Crues and Subscriptions
Elevater Maintenance
Sprinkler System
Intermet
Canisters Expenses
Miscellaneouws EXxpenses
Total Funcionzl Expenses
Lnallocated Payments to
Affiliates - EMHC Proegram

Total Expenses

2010 2009
Supparting Services Supporting Services

Fragram Management Fund- Program Management Fund-

Sorvices & General raising Total ; Services & General raising Total
77472 S 46797 % 74263 5 198,537 1% B1,130 § £1429 % 71,270 § 153829
18,841 7,933 £, 280 23 M54 17,200 7.242 5733 30,175
4,942 11,532 - 16.474 4,338 10,118 - 14,454
1.153 =641 - 3,844 854 1.394 - 2,843

- 2,379 - 2,478 - 4,797 - 4797
7,153 5,987 2495 16,635 EE275 6,715 7,358 15,983
19.380 564 - 19,549 18,567 577 - 20,144
5,179 6,330 - 11,508 - 8,520 180 B.5i0

- - 265,050 26,560 . - 20,435 20,465
2,404 3,607 - 8.1 - 3,231 E72 3.953
4,278 3,502 aTs 8,758 1,557 5,081 1,168 7,736
1,957 . . 1,857 3,540 - . 5,040
16,687 . - 18,687 14,483 - - 14,463
1,715 - - 1,714 2,114 - - z,114
11,502 - . 11,502 10,553 - . 0,463

- - 3,249 3,249 - - 1,103 1103
3,823 4,872 - 3,455 - . 30,023 30.023
3308 B.513 3,508 13,236 - 13,220 2,729 16,048
1,138 1,137 - 2,275 1,470 1,370 . 2,740

- 1,333 - 1,558 - - - -

- 11,637 - 11,837 - 7,753 - 7,753
26,358 - . 26,959 45,048 - - 45,48

- 2 - ] . oed - oag
55,245 2,344 - 58,590 42 907 1,788 - 44 o5

- 3,301 - 5,501 - 3513 - 3513

164 - . 160 308 - - ang
400 . - 400 | 240 - - 240
120 380 )] Bo0 } 112 364 a4 880
- - 13.754 12,754 | - - 16,731 15,731
45 - 20,564 20 505 - - 27 934 22,934
264 967 124,365 151,844 541 476 252,983 119731 174,500 547,224
- - . 25,535 - - - 22 593
264987 § 124385 § 151844 § SBETHI (& 252893 % 18731 5 174500 5 B&9.817

8

Sea Accompanying Accountanis' Report and Notes.



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICITIS

Namie of Activities

Southern Appalachian Ronald McDonald House Charitics, Inc., a Tennessee no-for-profit
grganization, provides a supportive home-Fke atmosphere for the families of children who
are undergoing inpatient or outpatient medical treatment in any of the area hospitals. The
QOrganization supports other area children’s programs in the Southern Appalachian region by
awarding grants annually.

Basis of Acconniing

The financial statements of the Southern Appalachian Ronald McDonald House Charitics,
Inc. are reported using the aceral basis of accounting int conformity with generally accepted
accounting principles. In the accrual basis of accounting, revenues are generally recognized
when earned and expenses recogmzed when incurred.

Basis of Presentation

Financial stalement presentation follows the recommendations of the Financial Accounting
Standards Board in its Statcment of Financial Accounting Standards (SFAS) No. 117,
“Finanecial Statements for Not-for-Profit Organizations”. Under those provisions, net assets
and revenes, gains, and losses are classified based on the absence or existence and nature of
duonor-imposed restrictions as follows:

Unrestricted nel assets - Net assets that are net subject to doner-imposed
stipulations.

Temporarily restricted net assels - Net assets subject to donor-imposed stipulations
thal can be fulfilled by actions of the Organization pursuant to those stipulations or
that expire by the passage of time.

Permanently restricled net assets — Net assets subject to donor-imposed stipulations
that they be maintained parmanently by the Organization. Generally, the donors of
such assets would permit the Organixation to usc all or part of the tncome earned on
the: assets.

In addition, the Organizalion is required to present a statement of cash flows,

The Qrganization reports gifts of cash and other assets as restricted support if they are
received with donor stipulations that limil the use of the donated assets. However, doner-
restricted conlributions whose restrictions are mel within the same fiscal year are repotted as
unrestricted support. When a donor restriction expires, that 15, when a stipulated time



SOUTHERN APPATACHIAN RONALD MceDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1. SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES {Continusd)

Basis of Preseniaiion (Continued}

restriction ends or purpose Tesiticlion is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets.

Contribulions

The Organization records confributions in accordapce with Statement of Financial
Accounting Standards (SFAS) No. 116, “Accounting for Coniributions Received and
Contributions Made”. Contributions are recognized when the donor makes a promisc to give
to the Organization that is, in substance, uncondrtional. Conditional promises {0 give are hot
recognized until they become unconditional — when the conditions on which they depend are
substantially met. Contributions of assets other than cash are recorded at their estimated far
value at the dale of donation. Contributions that are restncled by the donor are reported as
increases in unrestricted net assets if the restrictions expire in the liscal year in which the
contributions are recognized. All other donor-restricted contributions are reported as
increases in temporarily or permanently restricled net assets depending on the nature of the
restrictions, When the restriction cxpires, temporarily restricted net assets are reclassified to
unrestricted net assats.

Income Taxes

The Orpanization is exempt from federal income taxes under Internal Revenue Code Section
S01(e)H(3).

Cash and Cash Equavalents

For the purpose of the statement of cash flows, the Organization considers the following as
cash and cash cguivalents:

Bakances at December 31 2010 2008

Petty Cash S 270 % 270
Cash - Checking 20,301 12,244
Cash - Savings 243106 183 585
Certificates of Deposit 2000400 282 050
Cash and Cash Eguivalenis ¥ OAB3ETT &5 485254

Certilicales of deposit at threc local financial institutions have maturities of twelve or
thirteen months and interest rates from 1.00% to 2.00%,



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 1. SUIMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functicnal Allocation of Expenses

‘The costs of providing the various programs and other activities have been summarized on a
functional hasis in the statement of activities. Accordingly, certain costs have been allocated
ameng the prograims and supporting services benefited.

Estimates

The preparation of finaneial statements in conformity with accounting principles generally
accepted in the United States of Amenca requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
conuld differ from those estimates.

Advertising

The Organization cxpenses advertising costs as incurred. Total expense for the vears ended
December 31, 2010 and 2009 was 521,864 and $12,545 respectively.

Reclassificalions

Certain reclassifications have been made to thc 2009 financial statement presentation lo
correspond to the cwrent year’s format. Nel assets and changes in net assets are unchanged
cdue to these reclassifications.

NOTE 2. TEMPORARILY RESTRICTED NET ASSETS

Net assets were released from dopmor restrictions by incorring expenses satisfying the
restricted purposes:

Pecember 31, 2010 December 31, 2009

Donated Goods & Services & 47469 § 55,007
Room Contributions 3080 5,241
Grant - Nont Cash 12,954 -
Resticted Donations 5000 -

$ 85503 % a1,238

Temporarily restricted net assets at December 31, 2010 were as follows:

SL Patrick's Dayv Sponsorship § 6,000



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 3. DONATED GOODS AND SERVICES

Donaled materials, equipment and cerlain services are reflected as contributions in the
accompanying linancial statements in the amounts of $47,469 for the year ended December
31, 2010 and $35,997 for the vear ended December 31, 2009, These amounts reflect the
cstimated fair value of the contributions at their date of receipt. A substantial number of
voluntzers donated significant amounts of time to assist in the Organization’s operalions.
Only amounts having an available objective valuation basis are reflected in the finaneial
statements. One donor provided approximately 33% of the Organization’s 2010 donations.

NOTE 4. ACCOUNTS RECLIVABIE

The Orgamization’s accounts receivable is comprised ol

Decermber 31, 2010 Decambar 31, 2008
Cantributions 3 21068 % 8,300
Radicthon 1,035 2,303
Hands 38,000 -
1% Promotian 4,003 -
Other 2042 3585
$ 47188 & 5,998

The Orpanization believes all accounts receivable are collectible and no allowance account
has heen considered necessary.

NOTE 5. COMPENSATED ABSENCES

No accrual for vacation pay was recorded at Decemnber 31, 2010 beeause the Orgamzation
requires vacation be taken by December 15 of each year.

NOTE 6. SPECIAL EVENTS

The revenue classification “Special Events and Activiites”™ is comprised of the following
areas: golf classics and St. Patrick’s Day Event.

NOTE 7. COMPARATIVE DATA

Comparalive totals for the prior year have been 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 to present such
amounts in a manner consistent with the current year’s presentation.

10



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTYE: 8. PROPERTY AND EQUIPMENT

Property and cquipment are carried at cost, or in the case of contributed assets, at their fair
market value at the time of the gift. Depreciation is computed using the straight-line method
over the estimated nseful lives of the respective assets. Boildings arc depreciated over forly
years and improvemenls over fiftccn years; equipment and furniture and fixtures ame
depreciated over five to ten vears. Thc cost of maintenance and repairs is charged to
cxpense as incwred; significant tenewals and bettermments are capitalized.  The
(rganization’s cmrent policy is fo capitalize assets costing more than $1,000 with a life
oreater than one vear. Depreciation expense for the years ended December 31, 2010 and
2009 amounted to 358,590 and $44,693, respectively.

Property and Equipment are comprised of the following:

December 31, 2010 Becambar 31, 2008
Cost Agcum, Deor, Met Cost Aooum, Depr. et
Cffice Equipment $ 52352 & (25193 F 28,180 $ 37404 % [29B0F) % .07
Fumiture & Fodures 79412 (126840 52,572 178,161 {121.255) Z8, 908
- Buileding 1,304 032 (467 3050 836,723 1,295, 60% {431,397 BE4 207
Donation Box Equp. a1 814 (10,307 41,807 - - -
Total 51587811 % (630649 § 855,962 ST1E511189 § (5222590 § 823910

NOTLE & TLEASES

The Southern Appalachian Ronald MecDonald House Charitics, Inc. has a land lease for a
period of twenty five (25) years, which expires m the year 2020. At the expiration of the
original term, the lessee has the right and option, subject to the lessor’s {Johnson Cily
Medical Center Hospital, Inc.) consent, to renew or extend this lease for an additional term
of twenty five (253) years. The annual rental sum is one doilar.

The Organization entered into a lease, beginming m Tune 2007, for five computer
workstattons lor three years with monthly payments of $336. Tn addition, the Organization
entered into a lease, beginning in September 2007, for a server and backup equipment for
three vears with monthly payments of $322. Both leases were operating leases. The total
rent paid for the twelve months ended December 31, 2010 and 20069 was $4,258 and §7,242,
respeetively. These leases ended in 20710

In 2010 the Organization cntered into two capital lease agreements — one for five
workstations and one for a server. The workstations fease began June 2010; the server lease
began September 2010, Monthly payments for the workstation lease are $308.79 for thirty
six {36} months; monthly payments lor the server [case are $232.50 for sixty (60} menths.
For the year ended December 31, 2010, payments amounted to 33,092: $1,333 in imputed
imteresl as shown on the statement of funciional expenses, and $1,759 in principal payments,
as shown on the statement of cash flows.

11



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CITARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 9. .LEASES {Continued)

Future ninfmum lease payments required under the two capital leases, for the years ended
December 31, are as follows:

Year Amount
2011 F 64595
2012 6,495
2013 _ 4,334
2014 2,790
2015 1,860
Total Approximate Minimum Lease Pavments 21,974

Less: Approximate Amount Representing Tnterest {(5.784)

Present Value of Minimurmn Lcasc Payvments 16,190
Less: Current Portion {4,018}
Noncurreit Portion 5 12,172

The following is an analysis of the leased assets in office eguipment at December 31, 2010

Capital Assets - Workstations and Server $ 17,949
Less: Accumulated Amorhization (2.147)
Net Leased Assets $ 15802
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SOUTHERN APPALACHIAN RONALD McDONALD HOTISE CHARITIES, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 10. INVESTMINTS

Investments are summarized as follows:

Becember 31, 2010 Decener 31, 2008
Cost Fair Value Camying ‘/alue Cost FairVahe Carming Valie
Unrastictad:
Cashand Maney Maket Funds  § 695 § BI5 & B85 L3 895 § 685 § 695
Bond Funds 289 235 345483 314,853 - 287,216 249,758 298,756
Equity Funds 426 778 462,277 4&2 277 423,107 408 616 4085 516
Tatal $ TAETOL § TVAE3S ¥ T B35 § 711018 3 TO909F 5 VOO0

The following schedule summarizes the investment return and its classification in the

statermnent of activities:

2010 2009
LUnresfricted Total Unrastricted Total
Interest and Dividends 5 MB0d § 21,804 L 27,981 & 27981
Realized Gains/{Losses) - - - -
Unrealized Gaing/{Lasses) 52 849 52 844 125 860 125960
Total Investment Return 5 746583 § 74653 3 153841 & 153,841

NOTE 11, SIGNIFICANT CONCENTRATIONS OF CREDIT RISK

The Qrganization has concentrations ol credit risk resulting from cash deposits being
maintained in banks within the same geographic region.

Carrying Value
Bank Balance
Covered by FOIC
Covered by NCUA
Cowverad by SPIC

Mot Covered

2010 2009

Cash Investments Cash Investments
¥ 4836577 3 fFT B35 $ ABEZR% F Y0900V
468,168 Ti7 B35 4490 128 TO9.09¥
1,000,440 - 1,000,000 -

500,000 - 500,000
- 500,000 - 500,000
- 277835 - 208087

NOTE 12. ENDOWMENT

The Organization’s endowment is Board designated. As rcquired by GAAP, netl assets
associated with endowment funds, inchiding funds designated by the Roard to function as
endowments, are classified and reported based on the existence or absence of donor-imposed

restrictions.

The Board has interpreted the State Prudent Management of Institubional Funds Act
{SPMIFA} as requiring the preservation of ithe {air value of the original gift as of the gift
date of the donor-restricted endowment funds absenl explicit donor stipulations to the
contrary. As a result of this interpretation, the Organization clasgifies as permanently



SOUTHERN APPALACIHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 12, TNDOWMENT (Continucd)

restricted net asscts (a) the original value of ¢ifts donated to the permanent cndowment, (b)
the original value of subsequent gifis to the permanent endowment, and (¢) accumulations to
the permanent endowment made in accordance with the dircction of the applicable donor
ift instrument at the time the accumulation is added to the fund. The remaining portion of
the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated
for expenditurc by the Organization in a manner consistent with the standard of prudence
prescribed by SPMIFA. In accordance with SPMIFA, the Organization considers the
following factors in making a determination to appropriatc or accumulate donor-resiricted
endowment funds:

1. The duration and preservation of the fund
2. The purposcs of the Organization and the donor-restricted endowment fund
3. General economic conditions
4. The possible effect of inflation and deflation
5. The expected total return from income and the appreciation of investments
6. Other resources of the Organization
7. The investment policies of the Organization.
Q010

Fndowment Net Asset Composition by Type of Fond as of December 31, 2070

Temporarily Permanently

Unresiricied  Restricted  Restricted Total
Board-Designated
Endowmeni Funds L 814082 % - b - $ 614,082
Total Funds $ 614082 % - $ - S 614,082

14



SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 12 ENDOWMENT (Continned}

Changes in Endowment Net Assets for the Year Ended December 31, 2010:

Temporarily Permanently

Unrestricied  Resimicted  Restrieted Total

Endowment Net Asscis,

Beginning of Year $ 535589 % - S - ¥ 535589
Investment Retum:

Investmenl Income 10,518 - - 10,518

Net Appreciation

{Realized & Unrealized) 47,975 - - 47,975
Total Investmeint Return 58,493 - - 58,493
Coninibutions - _ - }
Endowment Wel Assets,

End of Year $ 614082 % - 3 - S 614082

2000

Endowment Net Asset Composition by Type of Fund as of December 31, 2009:

Temporarily Permanently

Unrestoeled  Restricted  Restricted Total
Board-Designated
Endowment Funeds $ 355589 % - h) - $ 335,589
Total Funds $ 555589 % - b - 5 555589




SOUTHERN APPATACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS :
DECEMBER 31, 2010

MNOTE 12, ENDOWMENT (Continued)

Changes in Endowment Net Assets {ur the Year Ended December 31, 2009:

Temporarily Permanemtly

Unresticted  Restricted  Eestricted Total

Endowment Net Assets,

Beginning of Year $ 436,357 4 - % - § 438557
Investment Return:

Tnvestment Incoms 10,808 - - 10,808

Net Depreciation

{Realized & Unrealized} 108,224 - - 108224
Total lnvestment Return 119,032 - - 115,032
Contributions - - - -
Endowment Net Assets,

End of Year § 335589 % - 5 - $ 555389

Return Objeciives and Risk Parameters

The Organization's primary investment objective is to seek a rate of return comparable 1o
thosc of standard market indices over a full market cycle of five years.

Strategies Employed for Achieving Objectives

The Organization’s portfolio assets will be allocated among United States common stocks,
United States convertible securitics, United States fixed income securitics, and United States
cash oquivalents. A portion of the portfolio, not to exceed fifieen percent of the overall
portfolio, can be invested in non United States securities. Investments in commodities, not to
excead ten percent of the overall pottiplio, may also be made. Pottlolio assets shall be
zenerally well diversified to avoid undue exposure to any single econemic or industry scetor
or individual security.
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SOUTHERN APPALACHIAN RONALD McDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 12. ENDOWMENT (Continued)

Spendine Policy and How the Investment Objectives Relate to Spending Policy

The Orpanization will try to mamtain a minimum balance equivalent of at least one yeat’s
operating cxpense of the annual operating budget and has set a goal of two year’'s reserves as
the ideal fund balance level.

NOTE i3 - FAIR VALUL MEASUREMENTS

Statement of Financial Accounting Standards No. 157, Fair Value Measurements provides a
framework for measuring fair value under GAAP. SFAS 157 defines fair value as the
exchange price that would be received for an asset or paid to transfor a liability (an exit
price) in the principal or most advantageous market for the assel or liability in an orderly
transaction between market participants on the measwrement date. SFAS 157 requires that
valuation techniques maximize the use of observable inputs and miwmmize the use of
unohservable inputs.

Fair values of assets measured on a recutring basis at December 31, 2010 are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices
in Active Sigmificant
Markets for (nher Significant
Identical Observable Unobservable

Assets Inputs Inputs

Fair Value (Level 1) {Level ) {Level 3}
Investments-Unrestneted $§ 777,635 77,635 . -
Total Assets ¥ 777633 777,635 - -

Financia) assets valued using level 1 inputs are based on wnadjusted quoted markel prices
within active markets. Financial assets valued using level 2 mputs arc based primarily on
guoled prices for similar assets in active or inactive markets. Financial assets using level 3
inputs are primarily valued ushig management’s assumptions about the assumptions market
participants would utitize in pricing the asset or lability. Valuation techniques utilized to
determine fair value are applied using the market approach for investments. The market
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SOUTHERN APPALACHIAN RONALD MecDONALD HOUSE CHARITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2010

NOTE 13 - FAIR VALUE MEASUREMENTS (Continned)

approach uses prices and other relevant information generated by market transactions
involving identical or comparable assets or liabilities.

NOTE 14 — RELATED PARTY TRANSACTIONS

Two Board members’ cmplover provides monthly payroll check writing, quarterly
preparation of payroll tax rcturns, and annual preparation of Forms W-2, W-3, and 1099.
The total amount paid for these services for the year ending Decernber 31, 2010 amounted to
$1.675.

NOTE 15 — UNCERTAINTY IN INCOME TAXES

The FASB ASC provides gunidance on accouniing for uncertainty im income taxes
recognized in an orgamization’s financial statements. As of December 31, 2010 and 2009,
the entity had no uncertain tax positions that qualify for either recognition or disclosure in
the financial statements. The entity’s policy is to recognixe intcrest and pepallies on
unrecognized tax liabilities in income lax expensc in the financial statements. No huterest or
penalties were recotded during the years ended December 31, 2010 and 2009. Generally, the
tax years prior to 2007 are no longer subject to examination by federal taxing authoritics.

NOTE 16— SUBSEQUENT EVENTS

Management has evaluated subsequent events through May 5, 2011, which 15 the date the
financial statements were available to be issued.
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