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>‘ SALMON SIMS THOMAS

4‘ Accountants and Consultants

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of Ronald McDonald House of Dallas, Inc. and Affiliates

We have audited the accompanying consolidated financial statements of Ronald McDonald House of
Dallas, Inc. and Affiliates which comprise the consolidated statement of financial position as of
December 31, 2013, and the related consolidated statements of activities and changes in net assets,
functional expenses, and cash flows for the year then ended, and the related notes to the consolidated
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with accounting principles generally accepted in the United States of America
(“GAAP”); this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Ronald McDonald House of Dallas, Inc. and Affiliates as of December 31, 2013,

and the changes in its net assets and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The supplemental information on pages 22-25 is presented for purposes of additional analysis and is not
a required part of the basic financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Prior Period Financial Statements

The financial statements of Ronald McDonald House of Dallas, Inc. and Affiliates as of December 31,
2012, were audited by other auditors whose report dated May 7, 2013, expressed an unmodified opinion
on those statements.

e L Ponr 1 Atsririfo

Salmon Sims Thomas & Associates
A Professional Limited Liability Company

July 8, 2014



Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidated Statements of Financial Position
December 31, 2013 and 2012

ASSETS
2013 2012
Cash $ 2,953,111 5,420,250
Pledges receivable, net 198,749 221,047
Investments, at fair value 13,300,197 9,789,229
Prepaid expenses and other assets 44,038 47,611
Beneficial interest held in trust 364,813 465,338
Property and equipment, net 17,301,469 18,257,346

TOTAL ASSETS $ 34,162,377 $ 34,200,821
LIABILITIES AND NET ASSETS

Liabilities
Accounts payable $ 44,709 56,594
Accrued liabilities 108,463 41,445
Deferred revenue 136,400 53,200
Total liabilities 289,572 151,239

Net Assets

Unrestricted

Board designated 3,507,256 -
Undesignated 29,395,006 32,900,470
32,902,262 32,900,470
Temporarily restricted 478,668 657,237
Permanently restricted 491,875 491,875
Total net assets 33,872,805 34,049,582

TOTAL LIABILITIES AND NET ASSETS $ 34,162,377

$ 34,200,821

The accompanying notes are an integral part of these consolidated financial statements.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidated Statements of Activities and Changes in Net Assets
For the Years Ended December 31, 2013 and 2012

2013 2012
Temporarily Permanently Temporarily Permanently
Unrestricted Restricted Restricted Total Unrestricted Restricted Restricted Total
Revenue and Support
Public support:
Contributions and grants $ 1,314,965 $ 32,000 $ - $ 1,346,965 $ 1,216,010 $ 21,728 - $ 1,237,738
Special event income, net of direct donor benefits costs
of $96,705 and $102,898 1,106,367 - - 1,106,367 1,322,536 - - 1,322,536
2,421,332 32,000 - 2,453,332 2,538,546 21,728 - 2,560,274
Other revenue:
Program service fees 285,865 - - 285,865 295,320 - - 295,320
Interest income 1,331 - - 1,331 2,751 - - 2,751
Investment income 726,953 - - 726,953 1,114,052 - - 1,114,052
Other income 16,372 - - 16,372 5,557 - - 5,557
Change in fair value of beneficial interest held in trust - (100,525) - (100,525) - (51,078) - (51,078)
Net assets released from restrictions 110,044 (110,044) - - 556,448 (556,448) - -
1,140,565 (210,569) - 929,996 1,974,128 (607,526) - 1,366,602
Total revenue and support 3,561,897 (178,569) - 3,383,328 4,512,674 (585,798) - 3,926,876
Expenses:
Program expenses 2,623,846 - - 2,623,846 2,562,321 - - 2,562,321
Supporting services 103,902 - - 103,902 125,887 - - 125,887
Fundraising 832,357 - - 832,357 846,926 - - 846,926
Total expenses 3,560,105 - - 3,560,105 3,535,134 - - 3,535,134
Change in net assets 1,792 (178,569) - (176,777) 977,540 (585,798) - 391,742
Net assets at beginning of year 32,900,470 657,237 491,875 34,049,582 31,922,930 1,243,035 491,875 33,657,840
Net assets at end of year $ 32,902,262 $ 478,668 $ 491,875 $ 33,872,805 $ 32,900,470 $ 657,237 491,875 $ 34,049,582

The accompanying notes are an integral part of these consolidated financial statements.
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Payroll and related

Depreciation

Events and catering

Facility maintenance and repairs
Professional fees

Utilities

Miscellaneous

Volunteer program

Family assistance

Bank and merchant fees
Marketing

Staff and board development
Groceries and household supplies
Insurance

Office expenses

Bad debts

Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidated Statements of Functional Expenses
For the Years Ended December 31, 2013 and 2012

2013

Program Supporting Fundraising Total Program Supporting Fundraising Total
$ 976,980 $ 82,418 $ 219,798 $ 1,279,196 $ 889,016 $ 81,705 $ 176,399 $ 1,147,120
891,118 363 125,686 1,017,167 914,799 747 118,472 1,034,018
13,579 38 337,211 350,828 6,681 143 387,787 394,611
179,649 - 1,177 180,826 142,524 - 501 143,025
138,133 13,515 14,071 165,719 165,340 17,015 17,880 200,235
151,783 333 4,333 156,449 136,653 171 9,933 146,757
8,336 437 4,364 13,137 8,860 469 4,975 14,304
14,296 435 7,272 22,003 18,408 963 2,246 21,617
22,944 - 52 22,996 29,190 - - 29,190
1,869 11 24,908 26,788 45 18,464 9,554 28,063
1,348 15 15,266 16,629 3,420 150 30,872 34,442
21,152 3,308 10,393 34,853 16,653 2,715 12,158 31,526
120,656 - 16 120,672 147,955 - - 147,955
59,372 1,105 6,071 66,548 56,745 1,278 4,169 62,192
17,848 1,924 61,739 81,511 20,633 2,067 71,980 94,680
4,783 - - 4,783 5,399 - - 5,399
$ 2,623,846 $ 103,902 $ 832,357 $ 3,560,105 $ 2,562,321 $ 125,887 $ 846,926 $ 3,535,134

The accompanying notes are an integral part of these consolidated financial statements.
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Ronald McDonald House of Dallas, Inc.
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2013 and 2012

Cash Flows From Operating Activities
Change in net assets
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation expense
Unrealized gain on investments
Realized gain on investments
Reinvested interest and dividends
Donated stock
Beneficial interest held in trust
Changes in operating assets and liabilities
Pledges receivable
Prepaid expenses and other assets
Accounts payable
Accrued liabilities
Deferred revenue
Net cash provided by operating activities

Cash Flows From Investing Activities
Proceeds from sales of investments
Purchase of investments
Purchase of property, plant and equipment

Net cash used by financing activities
Net increase (decrease) in cash

Cash, beginning of year

Cash, end of year

2013 2012
$  (176,777) $ 391,742
1,017,166 1,034,019
(235,826) (545,700)
(77,472) (145,912)
(365,024) (367,289)
(32,540) _
100,525 51,078
22,298 586,845
3,573 (4,313)
(11,885) 8,064
67,018 14,128
83,200 24,310
394,256 1,046,972
548,167 1,362,394
(3,348,273)  (1,619,503)
(61,289) (151,791)
(2,861,395) (408,900)
(2,467,139) 638,072
5,420,250 4,782,178
$ 2,953,111  $ 5,420,250

The accompanying notes are an integral part of these consolidated financial statements.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Ronald McDonald House of Dallas, Inc. and
Affiliates is presented to assist in understanding the financial statements. The financial statements
and notes are representations of management, who are responsible for the fairness and objectivity
embodied in the financial statements. These accounting policies conform to accounting principles
generally accepted in the United States of America (U.S. GAAP) and have been consistently applied
in the preparation of the financial statements.

Organization

Ronald McDonald House of Dallas, Inc. (RMHD) was incorporated in the state of Texas on June 5,
1978, as a nonprofit organization. RMHD provides a home-away-from-home for families of injured
or seriously ill children through the age of 21 who are undergoing treatment at area hospitals.
RMHD is primarily supported by contributions from the general public.

Ronald McDonald House of Dallas Endowment Foundation (EF) is a nonprofit organization
established on December 9, 1998, to support and benefit RMHD by investing and managing gifts,
grants, contributions, and bequests intended to benefit the long-term goals of RMHD, and by
holding, managing, and investing an endowment fund for RMHD. Under EF’s Articles of
Incorporation and Bylaws, RMHD’s Board of Directors has the authority to elect a simple majority
of EF’s trustees. Notwithstanding this relationship, EF is not required by its Articles or Bylaws to
make annual grants or distributions to RMHD.

Ronald McDonald House of Dallas Family Assistance Foundation (FAF) is a nonprofit organization
established on December 9, 1998, to support and benefit RMHD and its families by owning,
maintaining, and improving the house facility, as well as maintaining an assistance fund to benefit
the needs of these families. Under FAF’s Articles of Incorporation and Bylaws, RMHD’s Board of
Directors has the authority to elect a simple majority of FAF’s trustees. Notwithstanding this
relationship, FAF is not required by its Articles or Bylaws to make annual grants or distributions to
RMHD.

Basis of Presentation and Consolidation

The accompanying consolidated financial statements include the accounts of RMHD, EF, and FAF
and have been prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America (US GAAP). All significant intercompany
transactions and balances have been eliminated in combination.



Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial Statement Presentation
Net assets and revenues, expenses, gains, and losses are classified based on the existence or absence

of donor-imposed restrictions. Accordingly, net assets and changes therein are classified as follows:

Permanently Restricted Net Assets- Net assets subject to donor-imposed stipulations that
they be maintained permanently.

Temporarily Restricted Net Assets- Net assets subject to donor-imposed stipulations that may
or will be met by actions of the donee and/or the passage of time.

Unrestricted Net Assets- Net assets not subject to donor-imposed stipulations. Board
designated net assets are considered unrestricted net assets in which the board has internally
designated stipulations for purposes of the various programs held.

Revenues are reported as increases in unrestricted net assets unless use of the related asset is limited
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets.
Expirations of temporarily restricted net assets (i.e., the donor-stipulated purpose has been fulfilled
and/or the stipulated time period has elapsed) are reported as reclassifications between the applicable
classes of net assets. Contributions are recognized as revenues in the period unconditional promises
to give are received. Contributions of assets other than cash are recorded at their estimated fair
value.

Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and reported revenues and expenses. Significant estimates used in preparing these
consolidated financial statements include those assumed in recording depreciation and amortization,
allocation of functional expenses, valuation allowances for pledges receivable, and fair value of
beneficial interest held in trust. Actual results could vary from estimates.

Cash and Cash Equivalents
All short-term investments with original maturities of ninety days or less are considered to be cash
equivalents.



Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pledges Receivables and Promise to Give

Contributions are recognized when a donor makes a promise to give that is, in substance,
unconditional. Contributions that are restricted by the donor are reported as increases in unrestricted
net assets if the restrictions expire in the fiscal year in which the contributions are recognized. All
other donor-restricted contributions are reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the restrictions. When a restriction expires or is
satisfied, temporarily restricted net assets are reclassified to unrestricted net assets.

Unconditional promises to give that are due more than one year beyond the statement of financial
position date are discounted to a net present value using an estimated discount factor for risk-free
borrowing.

Pledges receivable are considered past due when payments are not made under the terms of the
pledge agreement. There were past due pledges receivable at December 31, 2013 and 2012 and an
allowance was made in the amount of $4,800 and $5,400 for uncollectible receivables as December
31, 2013 and 2012, respectively. The allowance for doubtful accounts is established through a
provision for bad debts charged to expense and represents management’s best estimate of possible
losses that may occur within the pledges receivable portfolio; however, its establishment involves an
element of uncertainty and future events may cause significant fluctuations. Allocations of the
allowance may be made for specific pledges receivable, but the entire allowance is available for any
receivable that, in management’s judgment, should be written off.

Property and Equipment

Property and equipment are stated at cost, when purchased, or at fair value as of the date of the gift,
when donated. All donations of and expenditures for property and equipment in excess of $500 are
capitalized. Major expenditures and expenditures which substantially increase useful lives are
capitalized. Maintenance, repairs, and replacements, which do not improve or extend the lives of the
respective assets, are charged to operations when incurred. When property and equipment is sold or
otherwise disposed of, the asset and related accumulated depreciation and amortization are removed,
and any gain or loss is included in operations.

Donated assets are reported as unrestricted support unless the donor has restricted the asset for a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as restricted support. Absent
donor stipulations regarding how long those donated assets must be maintained, expirations of donor
restrictions are reported when the donated or acquired assets are placed in service as instructed by the
donor. Temporarily restricted net assets are reclassified to unrestricted net assets at that time.



Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Depreciation is calculated using the straight-line method at rates sufficient to amortize the related

costs over the estimated useful lives of the respective assets. Estimated useful lives as of December
31,2013 and 2012 are as follows:

Building 25 years

Furniture and fixtures, playground equipment, and train exhibit 3 - 10 years

Transportation equipment 3 - 5 years
Investments

Investments, which consist of marketable equity securities and debt securities, are reported at their
fair values in the Statements of Financial Position. Securities that have been donated are recorded at
the fair value as of the date of the gift. Increases or decreases in fair value are recorded as unrealized
gains and losses and are reflected on the Statement of Activities along with all realized gains and
losses under the caption “Investment Income.”

Donated Assets and Services

Donations of noncash assets as contributions are recorded as contributions at their estimated fair
value as of the date of donation. Donated services are recognized as contributions in accordance
with GAAP, if the services (a) create or enhance nonfinancial assets or (b) require and are provided
by individuals with specialized skills and if not provided by donation would typically need to be
purchased.

Split Interest Agreements

RMHD and its Affiliates accept gifts subject to split interest agreements. These gifts are generally in
the form of externally managed charitable remainder annuity trusts (CRATSs) and charitable
remainders unitrusts (CRUTs). At the time the trust is determined to be irrevocable, the beneficial
interest held in trust is recorded at fair value which constitutes the present value of estimated future
cash receipts to be received from the assets of the trust.

These trusts are revalued annually and the beneficial interest adjusted accordingly. Funds subject to
split interest agreements are classified as temporarily restricted based upon donor designations and
the passage of time.

Functional Allocation of Expenses

The costs of providing the various program and other activities have been summarized on a
functional basis in the accompanying statement of activities. Accordingly, certain costs have been
allocated among the program and supporting services benefited.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

RMHD and its Affiliates are exempt from federal income taxes under Section 501(a) of the Internal
Revenue Code (IRC) of 1986, as amended, as organizations described in Section 501(c)(3) of the
IRC. RMHD, EF and FAF each has been classified as an organization that is not a private
foundation under IRC Section 509(a)(1), and as such, contributions to each of RMHD, EF and FAF
qualify for deductions as charitable contributions. However, income generated from activities
unrelated to the exempt purpose of RMHD, EF and FAF is subject to tax under IRC Section 511.

Accounting for Uncertainty in Income Taxes

Management has concluded that any tax positions that would not meet the more-likely-than-not
criterion of Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC) Topic 740-10, Accounting for Income Taxes, would be immaterial to the financial statements
taken as a whole. Accordingly, the accompanying financial statements do not include any provision
for uncertain tax positions, and no related interest or penalties have been recorded in the statement of
activities or accrued in the statement of financial position. Federal and state tax returns of the entity
are generally open to examination by the relevant taxing authorities for a period of three years from
the date the returns are filed.

Concentrations of Credit Risk

Financial instruments exposed to concentrations of credit risk consisted primarily of cash, cash
equivalents, pledges receivable, and investments. Cash in excess of federally insured limits is
maintained in financial institutions which management considers to be of high credit quality.
RMHD and its Affiliates did not incur and do not anticipate incurring losses related to these
balances.

RMHD and its Affiliates have a formal investment policy of placing investments in high-quality
financial institutions and limiting the size of any investment with any single entity or type of
investment. Due to the level of risk associated with certain investment securities, it is at least
reasonably possible that changes in the values of investment securities will occur in the near term
which could materially affect investment balances.

Deferred Revenue

Receipts and direct expenditures relating to certain events are reported as revenues and expenses in
the fiscal year in which the events occur. Cash receipts and billings made in the current fiscal year
relating to the next year’s events are reported as deferred revenue. At December 31,2013 and 2012,
approximately $136,000 and $53,000, respectively, were received and recorded by RMHD as
deferred revenue related to the annual Gala and Young Friends events. Likewise, expenses directly
related to those events which are paid in the current fiscal year are recorded as deferred expenses and
are included in prepaid expenses and other assets on the Statements of Financial Position.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Reclassifications

Certain accounts in the prior year financial statements have been reclassified for comparative
purposes to conform to the presentation in the current year financial statements.

Date of Management’s Review

Subsequent events have been evaluated for potential recognition or disclosure through July 8, 2014,
which is the date the financial statements were available to be issued.

NOTE 2: PLEDGES RECEIVABLE

The pledges receivable at December 31, 2013 and 2012, are expected to be realized in the following
periods:

2013 2012

In one year or less $ 190,000 $ 216,859

Between one year and five years 17,550 23,500

207,550 240,359

Less:

Allowance for uncollectible pledges (7,755) (17,983)
Discount, at 5% (1,046) (1,329)

$ 198,749 $ 221,047

NOTE 3: INVESTMENTS

Investments at December 31, 2013 and 2012 consisted of the following:

Mutual Funds $ 6,150,267 $ 7,958,847
Stocks 2,169,386 1,830,382
Bonds 4,980,544 -

$ 13,300,197 $ 9,789,229
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012
NOTE 3: INVESTMENTS (CONTINUED)

Investment return for the year ended December 31, 2013 and 2012, is summarized as follows

2013 2012
Interest and dividends $ 413,655 $ 422,440
Realized gain 77,472 145,912
Unrealized gain 235,826 545,700
$ 726,953 $ 1,114,052

NOTE 4: FAIR VALUE MEASUREMENTS

Fair Value Measurements

FASB ASC 820, Fair Value Measurements and Disclosures, provides the framework for measuring
fair value. That framework provides the fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Ilevel 1 measurements) and the lowest
priority to unobservable inputs (level 3 measurements). The asset or liability’s fair value
measurement level within the fair value hierarchy is based on the lowest level of any input that is
significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodology used for assets measured at fair value. There
has been no change in the methodology used at December 31, 2013.

Mutual funds: Mutual funds are valued at the net asset value (NAV) of shares held by plan at year
end.

Stocks: Valued at the closing price reported in an active market in which the stock is traded.
Bonds: Valued at the closing price reported in an active market in which the bond is traded.

The preceding method described may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, although RMHD and its
Affiliates believe its valuation method is appropriate and consistent with other market participants,
the use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.

The provisions of Topic ASC 820 did not have an impact on nonfinancial assets and nonfinancial
liabilities that are not permitted or required to be measured at fair value on a recurring basis.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 4: FAIR VALUE MEASUREMENTS (CONTINUED)

The following schedule summarizes the fair values of assets measured on a recurring basis as of
December 31, 2013:

Fair Value Level 1 Level 2 Level 3
Pledges receivable, net  $ 198,749 § - 3 - § 198,745
Beneficial interest held
in trust $ 364813 §$ - 3 - § 364,813
Class of Investments:
Large cap $ 859,682 $ 859,652 $ - -
Balanced 960,020 960,020 - -
Small cap 41,811 41,811 - -
Commodities 410,914 410,914 - -
Duration fixed
income 1,499,504 1,499,504 - -
Intermediate term
bonds 2,433,938 2,433,938 - -
International equity 1,403,629 1,403,629 - -
Global bonds 1,039,703 1,039,703 - -
Short term bonds 1,506,903 1,506,903 - -
Equities 2,169,386 2,169,386 - -
Emerging markets 486,116 486,116 - -
Real estate
investment trusts 488,591 488,591 - -
Total Investments $ 13,300,197 $§ 13,300,197 $ - -
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 4: FAIR VALUE MEASUREMENTS (CONTINUED)
The following schedule summarizes the fair values of assets measured on a recurring basis as of

December 31, 2012:
Fair Value Level 1 Level 2 Level 3

Pledges receivable, net  $ 221,047 $ - $ - $ 221,047

Beneficial interest
held in trust $ 465,338 $ - $ - $ 465,338

Class of Investments:

Large cap $ 700,180 $ 700,180 $ - $ -
Balanced 1,015,581 1,015,581 - -
Small cap 31,296 31,296 - -
Commodities 482,346 482,346 - -
Global fixed

income 1,015,266 1,015,266 - -
Domestic fixed

income 2,481,634 2,481,634 - -
International equity 1,211,325 1,211,325 - -
Domestic common

stocks 1,830,382 1,830,382 - -
Emerging markets 518,887 518,887 - -
Real estate

investment trusts 502,332 502,332 - -
Total Investments $ 9,789,229 § 9,789,229 § - $ -
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 4: FAIR VALUE MEASUREMENTS (CONTINUED)

Fair values for Level 1 investments are determined by reference to quoted market prices and other
relevant information generated by market transactions. Fair value for Level 3 pledges receivable is
determined by calculating the present value of future cash in-flows as expected to be received using a
5% risk adjusted discount rate. Fair value for Level 3 beneficial interest held in trust is determined by
calculating the present value of future distributions expected to be received using published IRS life
expectancy tables and a 1.78% discount rate, adjusted annually.

The changes in the balances of Level 3 financial assets were as follows for the years ended December
31:

2013 2012
Pledges receivable
Beginning balance $ 221,047 $ 807,892
New pledges received 130,000 60,525
Collections on pledges (158,026) (666,375)
Pledges written off (4,783) (5,399)
Change in present value of discount 283 4,806
Change in allowance for uncollectibles 10,228 19,598
Ending balance $ 198,749 $ 221,047
2013 2012
Beneficial interest held in trust
Beginning balance $ 465,338 $ S5l64l16
Change in fair value (100,525) (51,078)
Ending balance $ 364,813 $ 465338
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012
NOTE 5: PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2013 and 2012 is summarized as follows:

2013 2012

Land $ 2,547,147 $ 2,547,147
Building 16,745,316 16,744,765
Furniture and fixtures 1,478,728 1,467,344
Train exhibit 631,027 581,673
Transportation equipment 36,312 36,312
21,438,530 21,377,241

Less accumulated depreciation (4,137,061) (3,119,895)
$ 17,301,469 $ 18,257,346

NOTE 6: TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purposes at December 31:

2013 2012

Time restricted

For use in 2014 through 2015 $ 68,749 $ 160,521

Beneficial interest held in trust 364,813 465,338
Purpose restricted

For equipment, meals,

education and art 45,106 31,378

$ 478,668 $ 657,237

NOTE 7: PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets at December 31, 2013 and 2012, totaled $491,875 in endowments
to be held in perpetuity with the investment income to be used for operating expenses. These
investments are invested in a mix of stocks and mutual funds.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 8: DONATED ASSETS AND SERVICES

RMHD received donated materials, investments, equipment, and services for the following purposes
for the years ended December 31:

2013 2012
Operations $ 53,936 $ 60,557
Special Events 212,893 181,372
Stock 32,540 -
$ 299,369 $ 241,929

These amounts are included in revenue as unrestricted contributions which are reflected in the
Consolidated Statements of Activities and Changes in Net Assets.

NOTE 9: COMMITMENTS AND CONTINGENCIES

Operating Leases

RMHD has an obligation under a noncancelable lease agreement for the use of office equipment
expiring in 2016. Total lease expense was approximately $3,300 and $2,700 for the years ended
December 31, 2013 and 2012, respectively.

Future minimum lease payments required under the agreement are approximately as follows:

For the years ending June 30,

2014 $ 4,000
2015 4,000
2016 2,300
2017 and thereafter -

$ 10,300
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 10: ENDOWMENTS

Endowments owned by RMHD or an Affiliate consist of individual endowment funds established
for the exclusive purpose of operating for the benefit of RMHD and its Affiliates. The endowments
include both donor-restricted endowment funds and funds designated by the Board of the donee to
function as endowments. Asrequired by US GAAP, net assets associated with endowment funds,
including funds designated by the Board to function as endowments, are classified and reported
based on the existence or absence of donor-imposed restrictions.

The Boards of RMHD and of each Affiliate has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift
as of the gift date of the donor-restricted endowment funds absent explicit donor restrictions to the
contrary. As aresult of this interpretation, classified as permanently restricted are net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent
gifts to the permanent endowment, and (c) accumulations to the permanent 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 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 expenditure by RMHD and each Affiliate in a manner
consistent with the standard of prudence prescribed by UPMIFA.

In accordance with UPMIFA, RMHD and its Affiliates consider the following factors in making a
determination to appropriate or accumulate donor-restricted endowment fund:

(1) The duration and preservation of the fund

(2) The purposes of RMHD and each Affiliate 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 (depreciation) of investments
(6) Other resources of RMHD and each Affiliate

(7) The investment policies of RMHD and each Affiliate

19



Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012
NOTE 10: ENDOWMENTS (CONTINUED)

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
As of December 31, 2013
Endowment net assets,

December 31, 2012 $ 8402976 $ - $ 491,875 $ 8,894,851
Interest & Dividends 372,980 - - 372,980
Net unrealized/realized 338,016 - - 338,016

gain/loss
Other changes 17,432 - - 17,432
Related party contribution (366.489) - - (366.489)
Endowment net assets,

December 31, 2013 $__ 8764915 $ - $_491.,875 $_9.256,790
As of December 31, 2012
Endowment net assets,

December 31, 2011 $ 7613982 § - $ 491,875 $ 8,105,857

Interest & Dividends 424,623 - - 424,623
Net unrealized/realized 691,612 - - 691,612
gain/loss
Other changes (6,8006) - - (6,8006)
Related party contribution (320,435) - - (320,435)
Endowment net assets,
December 31, 2012 $ 8402976 $ - § 491,875 $ 8,894,851

Return Objectives and Risk Parameters

RMHD and its Affiliates have adopted investment and spending policies for endowment assets that
attempt to protect the related assets and provide a reasonable return until authorized use. The
investment philosophy is to invest in secure vehicles, obtain adequate return on investment and
invest in vehicles which are compatible with purposes of RMHD and its Affiliates.

Strategies Employed for Achieving Objectives
To satisfy its long-term objectives, RMHD and its Affiliates rely on a strategy of asset diversification
through professional investment managers.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment
funds may fall below the level that the donor or UPMIFA requires to be retained as a fund of
perpetual duration. An aggregate deficiency did not exist at December 31, 2013 and 2012.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Notes to Consolidated Financial Statements
December 31, 2013 and 2012

NOTE 11: RETIREMENT PLAN

RMHD has a 401(k) defined contribution retirement plan covering all employees meeting specified
eligibility requirements. RMHD contributed $61,018 and $45,915 to the plan for the years ended
December 31, 2013 and 2012 respectively.

NOTE 12: RELATIONSHIPS WITH AFFILIATES

The Board of Trustees of EF adopted a Total Return Policy (the Policy) to guide in the distribution of
funds from EF to RMHD. Under the terms of the Policy, EF distributes annually up to, but no more
than, 3.5% of the average value of its investment assets to RMHD. If the distribution to RMHD in
any particular year is less than 3.5%, the difference will remain available for distribution in
subsequent years. Distributions accrued to RMHD amounted to $220,000 and $163,600 for the years
ended December 31, 2013 and 2012 respectively.

RMHD maintains individual administrative agreements with FAF and EF, wherein RMHD agrees to
provide personnel and office facilities for the management of the administrative and business affairs
of FAF and EF. In exchange, FAF and EF agree to pay fees to RMHD to be determined by the parties
in accordance with procedures set forth in the agreements. The agreements will continue year-to-year
until terminated by mutual agreement or with 30-days written notice from any one of the three
parties. During 2013 and 2012, no fees were allocated to FAF or EF by RMHD.

NOTE 13: PUBLIC SUPPORT REVENUE

Public support revenue consisted of the following at December 31:

2013 2012

Contributions $ 1,346,965 $ 1,237,738
Special events

Annual Gala 178,112 194,275

Young Friends' Gala 109,176 221,278

The Trains at Northpark 819,079 906,983

Total special events 1,106,367 1,322,536

Total public support $ 2,453,332 $ 2,560,274

NOTE 14: RELATED PARTY TRANSACTIONS

At December 31, 2013 and 2012, pledges receivable due from related parties for both the capital
campaign and operations were approximately $15,500 and $37,000, respectively. These amounts are
included in pledges receivable in the consolidated statements of financial position.
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SUPPLEMENTARY INFORMATION



Assets

Cash
Pledges receivable, net
Investments, at fair value
Prepaid expenses and other assets
Intercompany receivable (payable)
Beneficial interest held in trust
Property and equipment, net

Total Assets

Liabilities and Net Assets

Liabilities
Accounts payable
Accrued liabilities
Deferred revenue
Total Liabilities

Net Assets
Unrestricted
Board designated
Undesignated
Temporarily restricted
Permanently restricted
Total Net Assets
Total Liabilities and Net Assets

Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidating Statement of Financial Position

December 31, 2013
Ronald
Ronald McDonald
Ronald McDonald House of Dallas
McDonald House of Dallas Family
House of Endowment Assistance Consolidated
Dallas, Inc. Foundation Foundation Balance
$ 1,822,301 $ 438,293 $ 692,517 2,953,111
130,000 - 68,749 198,749
828,571 9,465,219 3,006,407 13,300,197
44,038 - - 44,038
2,756,997 (1,522,901) (1,234,096) -
364,813 - - 364,813
258,248 - 17,043,221 17,301,469
$ 6,204,968 $ 8,380,611 $ 19,576,798 34,162,377
$ 43,882 $ - $ 827 44,709
108,463 - - 108,463
136,400 - - 136,400
288,745 - 827 289,572
- - 3,507,256 3,507,256
5,014,429 8,380,611 15,999,966 29,395,006
409,919 - 68,749 478,668
491,875 - - 491,875
5,916,223 8,380,611 19,575,971 33,872,805
$ 6,204,968 $ 8,380,611 $ 19,576,798 34,162,377

See independent auditors' report.
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Assets

Cash

Pledges receivable, net
Investments, at fair value

Prepaid expenses and other assets
Intercompany receivable (payable)
Beneficial interest held in trust
Property and equipment, net

Total Assets

Liabilities and Net Assets

Liabilities
Accounts payable
Accrued liabilities
Deferred revenue
Total Liabilities

Net Assets
Unrestricted
Undesignated

Temporarily restricted
Permanently restricted

Total Net Assets

Total Liabilities and Net Assets

Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidating Statement of Financial Position

December 31, 2012
Ronald
Ronald McDonald
Ronald McDonald House of Dallas
McDonald House of Dallas Family
House of Endowment Assistance Consolidated
Dallas, Inc. Foundation Foundation Balance
$ 3,052,553 305,825 $ 2,061,872 5,420,250
60,525 - 160,522 221,047
772,302 9,016,927 - 9,789,229
47,611 - - 47,611
921,132 (1,217,901) 296,769 -
465,338 - - 465,338
347,782 - 17,909,564 18,257,346
$ 5,667,243 8,104,851 $ 20,428,727 34,200,821
$ 56,529 - $ 65 56,594
41,445 - - 41,445
53,200 - - 53,200
151,174 - 65 151,239
4,527,478 8,104,851 20,268,141 32,900,470
496,716 - 160,521 657,237
491,875 - - 491,875
5,516,069 8,104,851 20,428,662 34,049,582
$ 5,667,243 8,104,851 $ 20,428,727 34,200,821

See independent auditors' report.
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Ronald McDonald House of Dallas, Inc. and Affiliates
Consolidating Statement of Activities
For the Year Ended December 31, 2013

Ronald
Ronald McDonald
Ronald McDonald House of Dallas
McDonald House of Dallas Family
House of Endowment Assistance Consolidated
Dallas, Inc. Foundation Foundation Balance
Revenue and support:
Public support:
Contributions and grants 1,346,454 - 511 $ 1,346,965
Special event income, net of direct donor benefits costs 1,106,367 - - 1,106,367
0f $96,705 2,452,821 - 511 2,453,332
Other revenue:
Program service fees 285,865 - - 285,865
Interest income 414 3 914 1,331
Investment income 70,596 641,002 15,355 726,953
Other income 15,128 1,244 - 16,372
Change in fair value of beneficial interest held in trust (100,525) - - (100,525)
Intercompany contributions (distributions) 220,000 (290,000) 70,000 -
491,478 352,249 86,269 929,996
Total revenue and support 2,944,299 352,249 86,780 3,383,328
Expenses:
Program expenses 1,614,384 69,992 939,470 2,623,846
Supporting services 100,045 3,857 - 103,902
Fundraising 829,717 2,640 - 832,357
Total expenses 2,544,146 76,489 939,470 3,560,105
Change in net assets: 400,153 275,760 (852,690) (176,777)
Net assets at beginning of year: 5,516,070 8,104,851 20,428,661 34,049,582
Net assets at end of year: 5,916,223 8,380,611 19,575,971 $ 33,872,805

See independent auditors' report.
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Ronald McDonald House of Dallas, Inc. and Affiliates

For the Year Ended December 31, 2012

Revenue and support:
Public support:
Contributions and grants
Special event income, net of direct donor benefits costs
of $102,898

Other revenue

Program service fees

Interest income

Investment income

Other income

Change in fair value of beneficial interest held in trust
Intercompany contributions (distributions)

Total revenue and support
Expenses:
Program expenses
Supporting services
Fundraising
Total expenses
Change in net assets:

Net assets at beginning of year:

Net assets at end of year:

Consolidating Statement of Activities

Ronald
Ronald McDonald
Ronald McDonald House of Dallas
McDonald House of Dallas Family
House of Endowment Assistance Consolidated
Dallas, Inc. Foundation Foundation Balance

$ 1,213,337 $ - 24,401 $ 1,237,738
1,322,536 - - 1,322,536
2,535,873 - 24,401 2,560,274
295,320 - - 295,320
2,179 4 568 2,751
85,163 1,028,889 - 1,114,052
5,557 - - 5,557

(51,078) - - (51,078)
163,600 (232,000) 68,400 -
500,741 796,893 68,968 1,366,602
3,036,614 796,893 93,369 3,926,876
1,532,803 71,948 957,570 2,562,321
121,810 4,077 - 125,887
834,515 12,411 - 846,926
2,489,128 88,436 957,570 3,535,134
547,486 708,457 (864,201) 391,742
4,968,584 7,396,394 21,292,862 33,657,840
$ 5,516,070 $ 8,104,851 20,428,661 $ 34,049,582

See independent auditors' report.
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