RONALD MCDONALD HOUSE CHARITIES
OF ROCHESTER NY, INC,

FINANCIAL STATEMENTS

December 31, 2010




TABLFE. OF CONTENTS

Page No.
INDEPENDENT AUDITORS' REPORT 1
FINANCIAL STATEMENTS
Balance Sheets 2
Statement of Activities 4
Statement of Functional Expenses 6
Statements of Cash Flows 8

Notes to Financial Statements 10




QA A\ 7/ . bl
Since 197 260 Phtouth Ave. South
Rochester. New York 14608-2239

(383) 232-2956 Fax: 423-0599

email: maili@heveroncpa.com

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Ronald McDonald House Charities of Rochester NY, Inc.
Rochester, New York

We have audited the accompanying balance sheets of Ronald McDonald House Charities of
Rochester NY, Inc. (a nonprofit corporation) as of December 31, 2010 and 2009, the related
statements of cash flows for the years then ended and the statements of activities and functional
expenses for the year ended December 31, 2010. 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 audit. The prior year summarized comparative information has been derived
from the Organization's 2009 financial statements where, in our report dated April 6, 2010, we
expressed an unqualified opinion on those financial statements.

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 amounts and disclosures in the financial
statements. 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 Ronald McDonald House Charities of Rochester NY, Tnc. as of December 31,
2010 and 2009, its cash flows for the years then ended, and the results of its operations and changes
in net assets for the year ended December 31, 2010 in conformity with accounting principles
generally accepted in the United States of America.

Heveron_ € Heverm

Heveron & Heveron
Certified Public Accountants

Rochester, New York A
April 20, 2011 N
YV.\/\N
AVENENA.
- INPACT,

FROFESS'ONAL ACCOUNIANTS

Members of: American Institute of Certified Public Accountamts » New York State Society of CPAs YA rEiLlATE




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
BALANCE SHEETS
December 31, 2010 and 2009
ASSETS
2010 2009
Current Assets
Cash and Cash Equivalents $ 422,514 § 789,711
Accounts Receivable 5,998 4,910
Pledges and Contributions Receivable 123,516 132,745
Prepaid Expenses and Other Assets 29.306 24.074
Total Current Assets 581.334 951,440
Land. Building and Equipment
Building and Improvements 3,746,289 3,717,088
Furniture and Equipment 430,528 357,205
Vehicles 13,423 13,423
Land 7.297 7.297
4,197,537 4,095,103
Less: Accumulated Depreciation (2474.753) _ (2,300.332)
Net Land, Building and Equipment 1,722,784 1,794,771
Other Assets
Long-Term Investments 7,292,808 6,223,242
Long-Term Pledges Receivable 10,0600 -
Long-Term Prepaid Expenses 26.558 29,998
Total Other Assets 7.329.366 6.253.240
TOTAL ASSETS $ _9.033484 § 8.999451
-




LIABILITIES AND NET ASSETS

Current Liabilities

Accounts Payable and Accrued Expenses
Refundable Advance
Contributions Payable

Total Current Liabilities

Long-Term Liabilities
Due to RMHC (Global Office)

Total Liabilities
Net Assets
Unrestricted
Temporarily Restricted
Permanently Restricted

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

010 2009
69,668 § 52,570
20,171 10,500
- 23,585
89.839 86.655
38,759 -

128.598 86.655

7,697,705 7,712,404
854,496 248,707
952,685 951,685

9.504.886 8.912.796

9.633.484 § 8999451

See Independent Auditors' Report and Notes to Financial Statements.
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RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.

STATEMENT OF ACTIVITIES
For The Year Ended December 31, 2010

{With Comparative Totals For The Year Ended December 31, 2009)

Suppott and Revenue

Support:

Public Support From
Special Events

Less: Direct Expenses

In-Kind Donations

Other Contributions

Investment Incomme
Available for Operations

Transfer Due to Satisfaction

of Restriction
Total Support

Revenue:
Sales - Net
Room Occupancy
Interest/Dividend Income
Rental Income
Other Income

Total Revenue

Total Support and Revenue
From Operations

Operating Expenses

Program Services
Supporting Services:
General and Administrative

Fundraising

Total Supporting Services

Unrestricted- Temporarily Permanently Totals
Operating Restricted Restricted 2010 2009
$ 498414 § - $ - $ 498414 § 495,287
(44,724) - - (44,724) (28,016)
580,113 - - 580,113 372,818
560,429 85,948 1,000 647,377 655,354
153,714 64,924 - 218,638 -
162,048 (162.048) - - -
1,909,994 (11.176) 1,000 1.899.818 1.495.443
1,565 - - 1,565 1,561
46,370 - - 46,370 48,123
12,633 - - 12,633 16,118
7,143 - - 7,143 7,182
3,506 - - 3,506 3,403
71217 - - 71,217 76.387
1,981.211 (11.176) 1,000 1.971.035 1,571,830
1,058,331 - - 1,058,331 1,019,972
196,260 - - 196,260 209,679
626.513 - - 626,513 415,842
822,773 - - 822,773 625,521




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.

Payments to
RMIHC (Global Office)

Total Operating Expenses

Excess/(Deficit) of Support and
Revenue Over Expenses

From Operations

Other Income, Expenses, Gains

and {Losses)

Interest/Dividend Income
Investment Expenses

Net Gain on Investments
Investment Income Made

Available for Operations

STATEMENT OF ACTIVITIES
For The Year Ended December 31, 2010
(With Comparative Totals For The Year Ended December 31, 2009)

Total Other Income, Expenses,

Gains and (Losses)

Excess/(Deficit) of Support and
Revenue Over Expenses

Reclassification of Net Assets
Change in Net Assets
Net Assets - Beginning of Year

Net Assets - End of Year

(Continued)
Unrestricted- Temporarily Permanently Totals
Operating Restricted Restricted 2010 2009
28.506 - - 28.506 20.902
1,909.610 - - 1.909.610 1.666.395
71,601 (11,176) 1,000 61,425 (94,565)
167,245 13,362 - 180,607 155,420
(43,421) - - (43,421) (42,284)
474,539 137,578 - 612,117 1,052,822
(153.714) {64.924) - (218.638) -
444.649 86,016 - 530,665 1.165.958
516,250 74,840 1,000 592,090 1,071,393
(530.949) 530,949 - - -
(14,699) - 605,789 1,000 592,090 1,071,393
7,712,404 248.707 951,685 8.912,796 7.841.403
$7.697.705 § 854496 § 952.685  $9.504.886 $8.912.796

See Independent Auditors' Report and Notes to Financial Statements.

-5-




[@[

60S°CL9°T  8T8CTET  LETILY 09T°961 1E£°8S0°1 SHP991 938°163
FESCI ST 9¢9°1 - - - -
86¥°CT 76587 - 311 VLY - 24
901y YE0°L 61T 178 766°¢ - P66°S
9£9°9 S19°8 6019 ov0'y 99 - 99%
€TE'6 ¥€6°8 ¥9T LSO°T £19°L - €19°L
#95°GT 869°C1 700°8 - 969°S - 969°¢
6TH01 60S 1 1S6°T 1969 L6S‘S - L68°S
80L°81 £61°6T 0Sg's 8L5°61 $9T - $9T
68E°97 001°0T - SPO°T $S0°sT - $50°6T
8FE0l 009°9T T90°T 08€°T 8ST1°¢T 806 05T
A2 9¢.°9T £85°9T 8 1L - 1L
10¥°82 $90°T¢ - - $90°TE - $90°7¢
9597 TLL'EE 1LL°EE - - - -
LLL'6Y 880°¢t 880°cy - - - -
66L°€S ¥Z8°sS 6v€ 7T £SH'SS - £5H°s6
896'F1 89¢°89 - - 89¢°89 89¢°89 -
L99 9688/ 8Z6'9L 769 9LZ°1 - 9.Z°1
$91°¢8 PIL6L PIL6L - - - -
L9TFS 97£°68 - - 9Z7¢63 97¢68 -
00S°6€1 P65 6E1 SLY'E - 611°0¢T - 611°9€T
065°TET 0Tr'yLI - €0LE LILOLT - LILOLT
000°9€1 8LL°19T 8LL°6ST - 0009 - 000°9
€SS°1L9 LEESOL 856°8T1 19L°1ST 819vZF £78°L SLLQTY
V807 97S Y 7108 LET6 CLEST 43 SYL VT
08<°T8 885y 0£5°6 LSL9T 10€°8S - 10€°8S
9TE'6YS § E€TTRLS $ FIFIIT $  L98°6TT §  THEOPE 11T°L $ TEL'gEE $

600C 0102 SUBTEIPUN] — SANEISUIIPY [#50L SULTeIA] STOTETsd))

PUR [RIOUSD ~JUBLO)
mOmﬁoQKm ﬂﬂorﬁ m@oE@W&EEOQﬂdm mooEom Emhmo.rm

(6007 ‘1€ IBquuada( papuy Je3X 34T, 104 s[e10], danereduro)) YIrAL)
0T0T L€ 12qUIadd( PIPUY 18X YT, 10
SHSNAIXYT TYNOILLONAA A0 INAWALV.LS
ONI ‘AN JALSTHDOY 40 STLLIIVHD ASNOH A IVNOIDIN ATYNOA

sosuadyy 18101,
sorddng
SIEUIOS/SUTUTeI] /SSUNOOA
UOTIUB 00 U0 A
a8eysog
suoydare],
S[ESJN PUE [2ABL],
STIOSUBT[SOSTIA
599/ [BUOISSIOIJ
OUBINST
sarjddng 20710
sumystqngd pue SunULg
SIBITHN)
juowdoreasag
JIOUIIRIIOII PUB POOJ
sireday] puR SOUBUIIUTRIA]
sarrddng pue uonoa[[o)) I91sTIR)
SUISTILADY
osuadxy SUISTRIPUN,] JO0ITPUY
SUOTIBOO[[ PUR SIUEBID)
sorpddng AJrore,] pue osnoy
uoneIoordag
0y pURf-ug

$150)) [eunosIed [e10L
saxe] [joihed
sj11oteg eakofdury
$28E A PUE SOLIB[ES



[N\....
"SIUSIRIE]S [BIOURUL] 0} $310N pue 1odey s101pny juepuadapu] 995

S6E099 L S OI06061 S €IS9Z9 § 000061 & I[e68G01S Shrool S 088168 S SOMIANOY JO JUIWSIRIS
241 Jo uonoeg esuadxyg oy

1 popnyon] sosuadxy [210],
(910°8¢) WeLvt) WL vr) - - - - SOWIATIOY JO
JURTURIRIS 97} U0 SANUIASY

Im papnjou] sesuedxq sso]

T06°0T 905°8T (3910 [BYO1D) DHIAR 03 SIuawAeq
600¢ 010T ouls[EIpuT,{  SAHENSHIUPY [BI0L, SUDIETA] SUCLEIUD
PUR [RIDUID -JreIn)
SOSUadXH 18301, SSJTATSS surpoddng SOOTAIDS WIS 01
(penunyuo;))

(6002 ‘I€ ToqUIIA(Q PIPUY Xed X YL 10, S[eI0 ] dsneredwo)) qum)
0T0T ‘I€ TOqUId([ PIPUY 183X Y, 10
SASNAIXA TYNOLLIONAA 40 INTINALYV LS
ONI ‘AN JALSTHDOH 40 SHILIEVHD ASNOH T ITVNOJIDI ATVNOA



RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
STATEMENTS OF CASH FLOWS
For The Years Ended December 31, 2010 and 2009

Cash Flows From Operating Activities

Excess of Support and Revenue Over Expenses
Permanently Restricted Contributions
Noncash Expenses, Gains and Losses:
Depreciation
Net Gain on Investments
Donated Land, Building and Equipment
(Increase)/Decrease In:
Accounts Receivable
Pledges and Contributions Receivable
Prepaid Expenses and Other Assets
Increase/(Decrease) In:
Accounts Payable and Accrued Expenses
Refundable Advance
Contributions Payable
Due to RMHC (Global Office)
Net Cash Flow Provided By Operating Activities

Cash Flows From Investing Activities

Proceeds From Sale of Securities

Purchase of Securities

Acquisition of Land, Building and Equipment
Net Cash Flow Used By Investing Activities

Cash Flows From Financing Activities

Pledges and Contributions Receivable
Permanently Restricted Contributions
Net Cash Flow Provided By Financing Activities

Increase/(Decrease) in Cash and Cash Equivalents
Beginning Cash and Cash Equivalents
Ending Cash and Cash Equivalents

2010 009
$ 592,090 $ 1,071,393
(1,000) (825)
174,420 232,590
(612,117) (1,052,822)
(58,919) (16,800)
(1,088) (2,420)
(51,071) 15,270
(1,792) (803)
17,098 (28,816)
9,671 3,250
(23,585) (47,250)

38.759 ;
82.466 172,767
3,029,480 4,704,068
(3,486,928) (4,850,854)
(43,515) (30.552)
(500.963) (177.338)
50,300 108,106
1,000 825
51.300 108.931
(367,197) 104,360
789.711 685351
$ 42514 $ 789711




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
STATEMENTS OF CASH FLOWS
For The Years Ended December 31, 2010 and 2009

(Continued)
2010 2009
Nonecash Investing Transactions:
Acquisition of Land, Building and Equipment
Cost of Land, Building and Equipment $ 58919 $ 16,800
Donation of Land, Building and Equipment (58.919) (16.800)
b $

See Independent Auditors' Report and Notes to Financial Statements,
-9-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Purpose
Ronald McDonald House Charities of Rochester NY, Inc. (the "Organization") reaches out to

the community to promote the health and well-being of children and their families by
providing a home-away-from-home for families whose children are receiving medical
treatment and by supporting other programs that help children. The Ronald McDonald House
(the "House"), a 20-bedroom facility that provides temporary lodging to families of seriously
ill children who must leave their own homes to seek medical care for their children, is the
cornerstone program of the Organization. In January 20085, the Organization opened an
additional facility, a seven-bedroom "House Within the Hospital," at the Golisano Children's
Hospital at Strong, for families of critically ill or injured children receiving treatments at the
hospital. To serve its broader mission of lifting children and families to a better tomorrow,
the Organization also makes grants to organizations that improve the health outcomes of
children in the Greater Rochester community. Funds for these grants come from donations,
including special promotions held by local McDonald franchisees, special designated
fundraising activities, matching grants from the National Chapter of Ronald McDonald
Houses and investment activities. The Organization manages its funds to support its grants
program as well as the House and the House Within the Hospital, at times accumulating funds
from year to year for large grants where the Board of Directors considers it prudent to do so.

Basis of Accounting

The Organization's financial statements have been prepared on the accrual basis of
accounting. The significant accounting policies followed are described below to supplement
information contained in the financial statements.

Net Asset Classification
Certain resources held by the Organization are subject to restrictions and limitations imposed
by donors. Resources are classified according to these restrictions.

The classifications used by the Organization are:

A. Unrestricted Net Assets consist of resources that are not legally restricted for any
particular use. Unrestricted Net Assets include Board-designated amounts,

B. Temporarily Restricted Net Assets consist of resources held under donor or grantor
restrictions stipulating how or when the resources can be used. This amount also includes
the unexpired portion of a land lease where the House's facility is constructed.

-10-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Asset Classification (Continued)

C. Permanently Restricted Net Assets result from gifis and pledges in which donors stipulate
that the principal be held in perpetuity. Income derived from endowment investments is
utilized in accordance with donor restrictions and the New York Prudent Management of
Institutional Funds Act (NYPMIFA).

Revenue Recognition

Revenue is recorded when earned or due. Contributions are recorded when received or when
an unconditional promise to give has been established. Long-term pledges receivable are
discounted to their present value.

Income Taxes

The Internal Revenue Service has determined that the Organization is qualified as a charity
exempt under Section 501(c)(3) of the Internal Revenue Code, and has also determined that
the Organization is publicly supported. As a result, no provision for federal or state income
taxes has been made. The Organization has also been classified as an organization that is not
a private foundation.

FASB ASC #740, Income Taxes, requires entities to disclose in their financial statements the
nature of any uncertainties in their tax position, Tax years including 2007 and later are subject
to examination by tax authorities. Areas that IRS and state tax authorities consider when
examining tax returns of a charity include, but may not be limited to, tax-exempt status and
the existence and amount of unrelated business income. The Organization does not believe
that it has any uncertain tax positions with respect to these or other matters, and has not
recorded any unrecognized tax benefits or liability for penalties or interest.

The Organization is not aware of any circumstances or events that make it reasonably possible
that tax benefits may increase or decrease within 12 months of the date of these financial
statements.

Pledges and Contributions Receivable
Pledges and contributions receivable represent amounts due to the Organization under the
terms of unconditional promises to give.

Functional Expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the Statement of Functional Expenses. Accordingly, certain costs have
been allocated among the programs and supporting services provided.

-11-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2010
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

The Organization maintains its cash in bank deposit accounts, which at times may exceed
federally insured limits. 'The Organization considers all highly liquid investments with a
maturity of three months or less when purchased to be cash equivalents. The Organization has
not experienced any losses in such accounts and does not believe it is exposed to any
significant credit risk on cash and cash equivalents.

Cash and cash equivalents consisted of the following at December 31:

2010 2009
Checking $ 49,440 $ 52,925
Savings 187,590 436,567
Money Market Funds 185,484 300.219

$ 422,514 $ 789,711

Land, Building and Equipment

Land, building and equipment are recorded at cost if purchased or at fair market value if
donated. Major additions with a cost of over $1,000 and an estimated life of more than 1 year
are capitalized by the Organization while expenditures for repairs and maintenance of a
relatively minor nature are expensed. Land, building and equipment are depreciated over their
expected useful lives using the straight-line method. Depreciation terms are as follows:

Class Useful Lives
Building and Improvements 5-30 years
Furniture and Equipment 5-7 years
Vehicles 5 years

Depreciation expense amounted to $174,420 and $232,590 for the years ended December 31,
2010 and 2009, respectively.

Advertising
Advertising costs are expensed as incurred.

Reclassifications

Certain account balances as of December 31, 2009 have been reclassified to conform with the
presentation as of December 31, 2010. The reclassification did not change any of the
underlying data, but simply changed the presentation to conform with the presentation in the
financial statements for 2010.

-12-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC,
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

Accounting principles generally accepted in the United States of America require management
to make estimates and assumptions that affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities, and the reported amounts of revenue and
expenses. Actual results could differ from those estimates.

Comparative Financial Information

The financial statements include certain prior year summarized comparative information in
total, but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the
United States of America. Accordingly, such information should be read in conjunction with
the Organization’s financial statements for the year ended December 31, 2009 from which the
summarized information was derived.

NOTE 2 - COMMITMENTS

The Organization leases the land underlying the House under a ground lease which extends
until August 31, 2016 and provides for one 15-year renewal period. The ground lease requires
an annual payment of $1. The estimated net present fair market value of this ground lease is
recorded both as a temporarily restricted contribution and as a prepaid expense. The ground
lease requires that the premises be maintained to operate exclusively as a Ronald McDonald
House. Upon expiration or termination of the ground lease for any reason, the lessor is
required to pay the Organization the fair market value of the building and other
improvements.

NOTE 3 - LINE OF CREDIT

The Organization signed an agreement during 2006 for a line of credit with a maximum
authorization of $500,000 to aid cash flow during the renovation period for the House. The
agreement was amended and restated in 2009. Advances against this line were to bear interest
at the greater of 2 percentage points above the one-month LIBOR rate or 3% and were
collateralized by the Organization's investments up to the amount advanced on the line of
credit. The Organization has never taken advances on this line, and the line was closed in
March 2010.

-13-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
(Continued)

NOTE 4 - IN-KIND DONATIONS

In-kind donations consist primarily of materials and supplies for operations of the House and
the free use of space for the annual Household & Antiques Sale (formerly the ABC Sale).
These amounts are reflected in the accompanying financial statements at their fair values as
contributions and expenses as of their date of receipt. Total in-kind donations were $591,930
for the year ended December 31, 2010, which were comprised of $580,113 for general House
operations and $11,817 for Special Events activities. Total in-kind donations were $377,318
for the year ended December 31, 2009, which were comprised of $372,818 for general House
operations and $4,500 for Special Events activities.

The in-kind donations received included free use of retail space for the Household & Antiques
Sale valued at $125,000 and $118,000 and free use of warchouse space valued at $130,778
and $12,000 for the years ended December 31, 2010 and 2009, respectively.

The Organization also receives donated services that do not ineet the criteria for recording as
revenue and expense under accounting principles generally accepted in the United States of
America. Hundreds of individuals volunteer their time and services to help support the staff
and guests of the Organization. The volunteers provide housekeeping, office assistance,
gardening, repair, maintenance and solicitation of in-kind goods for the House and the House
Within the Hospital. These volunteers also assist with special events such as the annual
Housechold & Antiques Sale. Approximately 700 volunteers donated 46,198 and 42,857 hours
for the years ended December 31, 2010 and 2009, respectively, which dramatically reduces
the need to hire staff to complete the aforementioned activities. In accordance with
accounting principles generally accepted in the United States of America, no amounts have
been reflected in the accompanying statements for these donated (volunteer) services.

-14-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
(Continued)

NOTE 5 - INVESTMENTS

FASB ASC #820, Fair Value Measurements and Disclosures, provides a framework for
measuring fair value and requires additional disclosures about the use of fair value
measurements. Effective January 1, 2008, the Organization adopted the provisions of FASB
ASC #820. The objective of a fair value measurement is to determine the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (an exit price).

FASB ASC #820 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value into the following three broad categories:
Level 1 — Inputs based upon quoted prices for identical assets and liabilities in active markets.

Level 2 — Inputs other than quoted prices that are observable for the asset or liability either
directly or indirectly, including inputs in markets that are not considered to be
active,

Level 3 — Unobservable inputs.
Investments are held in investment funds managed by professional investment advisors.

The following tables set forth information about the level within the fair value hierarchy at
which the Organization’s investments are measured at December 31:

2010
Level 1 Level 2 Level 3 Totals
Equity Invesiments $ 4,772,660 $ - $ - $ 4,772,660
Bond Investments - 2.520.148 - 2.520.148
Totals $ 4772.660 $ 2.520.148 § - $ 7.292 808
20009
Level 1 Level 2 Level 3 Totals
Equity Investments $ 4,128,105 $ - $ - $ 4,128,105
Bond Investments - 2,095,137 - 2.095.137
Totals $ 4128105 § 2.095.137 3 - $ 6,223,242

Investment securities are exposed to various risks, such as interest rate, market and credit risk.
Due to the risks associated with investment securities, it is at least reasonably possible that
changes in value could materially affect the accompanying financial statements.

-15-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
(Continued)

NOTE 6 - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are required by donors to be held for specific purposes and
consisted of the following at December 31:

2010 2009
House Within the Hospital Operations
and Improvements $ 70,000 $ 137,491
Land Lease 26,557 29,998
Time Restrictions 29,401 44,083
Unappropriated Endowment Earnings 681,889 -
Other 46.649 37.135

$ 854,496 $ 248.707

NOTE 7 - PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets are held to generate income for various purposes and
consisted of the following at December 31:

2010 2009
Kroc Endowment $ 504,225 $ 504,225
Other Endowment 448.460 447.460

$ 952,085 $ 051,685

NOTE 8 - RELATED PARTY TRANSACTION

The National Ronald McDonald House requires that 25% of all revenue that the Organization
earns from national promotions held at area Ronald McDonald Restaurants be remitted to
them in support of national charitable programs. These remittances totaled $28,506 and
$20,902 for the years ended December 31, 2010 and 2009, respectively.

In 2010, all of the donation canisters were replaced at the McDonald's Restaurants. RMHC
Global advanced the funds to cover the cost of the replacement canisters. 25% of this advance
was a grant; the remaining 75% is to be paid back over a three-year period. The current and
long-term amounts due at December 31, 2010 are $1,092 and $38,759, respectively.

NOTE 9 - EMPLOYEE RETIREMENT PLAN

The Organization adopted a retirement plan (the "Plan") for the benefit of its employees
during 2004. The Plan covers alt employees who have three or more months of service. The
Organization makes discretionary contributions to the Plan. Employer contributions were
$11,181 and $11,385 for the years ended December 31, 2010 and 2009, respectively.

-16-




RONALD MCDONALD HOUSE CHARITIES OF ROCHESTER NY, INC.,
NOTES TO FINANCIAL STATEMENTS

December 31, 2010
(Continued)

NOTE 10 - ENDOWMENT

The Organization’s investment assets consist of both donor-restricted and board-designated
funds. As required by generally accepted accounting principles, net assets associated with
funds that are donor-restricted against expenditure on a current basis are classified and
reported as endowment funds.

Interpretation of Relevant Law

The Board of Directors of the Organization has interpreted the New York Uniform Prudent
Management of Institutional Funds Act (NYPMIFA) as requiring the adoption and observance
of policies designed to promote prudence in the investment and appropriation of endowment
funds. As a result of this interpretation, the Organization classifies as permanently restricted
net assets the original value of donations to the endowment, the original value of subsequent
donations to the endowment, and accumulations to the endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the endowment (that is not classified as permanently
restricted) is classified as temporarily restricted until appropriated for expenditure by the
Organization in a manner consistent with the standard of prudence prescribed by NYPMIFA.

In accordance with NYPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate endowment funds:

(1) The duration and preservation of the fund,

(2} The purposes of the Organization and the 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 in the
fund,

(6) Other resources of the Organization,

(7) Where appropriate and circumstances would otherwise warrant, alternatives to
expenditure of the fund, giving due consideration to the effect that such alternatives
may have on the Organization, and

(8) The investment policies of the Organization.

The Organization has adopted additional investment and spending policies that apply to both
endowment and board-designated investment funds, See Note 11 below,

Transitional Effect of NYPMIFA

NYPMIFA applies to endowment funds existing on or established after its effective date of
September 17, 2010. The Board of Directors has determined that substantially all of the
Organization’s permanently restricted net investment assets fall within the definition of
endowment funds under NYPMIFA. Based on the Organization’s interpretation of
NYPMIFA, the Organization has reclassified endowment fund balances of $530,949 from
unrestricted net assets to temporarily restricted net assets as of December 31, 2010.
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NOTE 11 - INVESTMENT AND SPENDING POLICIES

As noted above, the Organization’s investinent assets consist of both donor-restricted and
board-designated funds. In addition to the investment and appropriation policies required by
law with respect to endowment funds as discussed in Note 10 above, the Organization also
applies certain investment and spending policies to all of its investment assets, both donor-
designated endowment and board-designated, as a matter of prudence and discretion. In
general, the Organization invests and spends all of its investient funds, both donor-restricted
(endowment) and board-designated, according to a single consistent set of principles that are
intended to comply at a minimum with legal and prudential requirements for donor-restricted

funds and in addition to form a basis for the sound investment and expenditure of all such
funds.

Investment Net Asset Composition by Type of Fund as of December 31, 2010:

Temporarily Permanently
Unrestricted Restricted Restricted Total
Donor Restricted
Endowment Fund $ - $ 681,889 § 052,685 § 1,634,574
Board-Designated
Endowment Fund 5.708.160 - - 5.708.160
Total Endowment
Net Assets $ 5708160 § 081,889 $ 052,685 3 7.342.734

Investment Net Asset Composition and Changes:

Unrestricted Permanently
Quasi Temporarily Restricted
Endowment Restricted Endowment Total
Endowment Net Assets
- Beginning of Year $ 4,809,796 $ 530,949 $ 951,685 $  6,292430
Net Appreciation/
(Depreciation) 598,364 150,940 - 749,304
Contributions 300.000 - 1.000 301.000
Endowment Net Assets
- End of Year $ _ 5.708.160 $ 681,889 $ 952,685 § 7342734
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NOTE 11- INVESTMENT AND SPENDING POLICIES (Continued)

Investment Return Objectives, Risk Parameters and Strategies

The Organization has adopted investment and spending policies, approved by its Board of
Directors, for investment assets that attempt to provide a predictable stream of funding for
programs supported by these investments while also maintaining the purchasing power of
those assets over the long-term. Accordingly, the investment process seeks to achieve an after-
cost total real rate of return, including investment income as well as capital appreciation,
which exceeds annual distributions with acceptable levels of risk. Specifically, the investment
return objective is to earn an average annual fotal rate of return, net of fees, which meets or
exceeds composite benchmarks over a trailing one-year, three-year, five-year and inception to
date market period for each asset class in the portfolio. The composite benchmark is
calculated as a weighted average of the individual benchmarks identified for each asset class,
weighted in accordance with the target allocation to each class in the portfolio.

Investment assets are invested in a diversified asset mix, which includes equity securities and
fixed income, that is intended to result in a consistent inflation-protected rate of return that has
sufficient liquidity to make an annual distribution of 4%, while producing accumulation in
absolute terms and maintaining purchasing power against inflation over the long term.
Investment risk is measured in terms of the total investment fund. In establishing the targeted
asset allocation for the various asset classes, historical and expected rates of return and
correlation among returns are analyzed to achieve a combination of classes designed to
maximize returns while minimizing volatility.

Spending Policy

The Organization allows appropriation from its investment funds (both endowment and
board-designated) in each year of 4% of a rolling 20-quarter average of their combined market
values, with a floor of 3% of their current combined market values and a ceiling of 5.5% of
such values. The amount thus potentially available to be appropriated is calculated annually as
of September 30 each year, with 25% of this calculated annual amount considered available in
cach quarter during the following calendar year. However, this potential appropriation is
actually taken for a given quarter only if (and to the extent that) operating cash and cash
equivalent balances outside of the investment funds fall short of 25% of annual budgeted
operating expenses for the quarter. Should donor-imposed or other legal restrictions ever be
inconsistent with this policy, the legal restrictions are given precedence. In establishing this
policy, the Organization considered the investment and spending factors identified in Note 10.

NOTE 12 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through April 20, 2011, which is the date the
statements were available for issuance.
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