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Report of Independent Auditors

Board of Directors
Fan Free Clinic, Inc.

We have audited the accompanying statement of financial position of Fan Free Clinic, Inc. as of June 30,
2009, and the related statements of activities, functional expenses and cash flows for the year then ended. These
financial statements are the responsibility of the management of Fan Free Clinic, Inc. Our responsibility is to
express an opmion on these 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 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 audit provides 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 Fan Free Clinic, Inc, as of June 30, 2009, and the changes in its net assets and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

g t E[W LLFP

Richmond, Virginia

November 4, 2009
4510 Cox Road, Suite 200
Glen Allen, VA 23060-3394
Anindependent firm assoclated with ph 804282 7636
MOORE STEFHENS 1 fax 804.282.1461
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Fan Free Clinic, Inc.

Notes to Financial Statements

June 30, 2009

1. Organization and Nature of Activities

Fan Free Clinic, Inc. (Clinic), established in 1970, provides health care and health information in a way that
is considerate of the needs of people who have difficulty obtaining health care. The Clinic's programs
emphasize cooperative volunteer service delivery, with significant support through contracts with federal, state
and local governments.

2. Summary of Significant Accounting Policies
Basis of Presentation

The Clinic reports information regarding its financial position and activities according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets and permanently restricted net assets. The
financial statements report amounts separately by class of assets as follows:

Unrestricted amounts are those currently available at the discretion of the Clinic’s Board of
Directors for use in the Clinic’s operations and those resources invested in property or
equipment.

Temporarily restricted amounts are those which are stipulated by donors for specific
operating purposes or for the acquisition of property or equipment. When a donor restriction
expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from restrictions.

Permanently restricted amounts are restricted to investments in perpetuity, the income from
which is expendable in accordance with the conditions of each specific donation. The Clinic
has no permanently restricted net assets as of June 30, 2009.

Fund Accounting

In order to ensure observance of limitations and restrictions placed on the use of resources available to the
Clinic, its accounts are maintained in accordance with the principles of fund accounting. Resources for various
purposes are classified for accounting and reporting purposes into funds established according to their nature
and purposes. Separate accounts are maintained for each fund, with all financial transactions recorded and
reported by fund group.

The Property and Equipment Fund includes grant money restricted for use in conjunction with the capacity
building program.

The Building and Program Reserve Fund was established by the Board as a reserve for future building
contingencies and as a source of funds for start-up and development costs for new programs.



Cash and Cash Equivalents

The Clinic includes in cash and cash equivalents all investments purchased with a maturity of three months or
less.

Property and Equipment

Expenditures for the acquisition of property and equipment are capitalized at cost. Donated fumiture and
equipment is capitalized at the fair market value. Depreciation is provided over the estimated usefil lives of
the assets (generally five years for equipment and software and thirty-nine years for building) on the straight-
line method.

Recognition of Restricted Revenue

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction
expires in the reporting period in which the support is recognized. All other donor restricted support is
reported as an increase in temporary or permanently restricted net assets depending on the nature of the
restriction.

Income Taxes

A nonprofit organization, the Clinic is exempt from income taxes under Section 501 (c)(3) of the Internal
Revenue Code and the tax statutes of the Commonwealth of Virginia.

Concentration of Credit Risk

Financial instruments that potentially subject the Clinic to concentrations of credit risk consist principaily of
cash and accounts receivable. As of June 30, 2009, the Clinic had no cash in excess of federally insured limits.
Cash is held in financial institution whose credit ratings are monitored by management. Accounts receivable
consist of balances due from several federal, state and local governmental agencies and are historically fully
collectible. These policies mitigate the Clinic’s exposure to concentration of credit risk.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements. Such estimates also affect the reported amounts of revenues and expenses during the reporting
period. Actual results could vary from these estimates and assumptions.

Subsequent Events

In preparing these financial statements, the Clinic has evaluated events and transactions for potential
recognition or disclosure through November 4, 2009, the date the financial statements were available to be
issued.



3. Property and Equipment

Major classes of property and equipment consist of the following:

Land $ 200,000
Building 1,119,981
Equipment 144,546
Vehicles 13,000
Software 11,768
1,489,295
Less — accumulated depreciation (362,041)
$ 1,127,254

4. Temporarily Restricted Net Assets

Temporarily restricted net assets are available for the following purposes:

Social Clinical Property and
Administrative Services Services Equipment Total

Balance — June 30, 2008  § 6,206 § - $ 170,905 3% 28,544 % 205,655
Revenues for restricted

purposes - 20,000 87,143 - 107,143
Expenditures for

restricted purposes - - {115,453) - (115,453)
Change in pledges

receivable (2,645) - - (11,268) (13,913)
Balance ~ June 30, 2009 § 3,561 § 20,000 $§ 142,595 §% 17,276 § 183,432

The property and equipment and administrative restricted net assets balances represent pledges receivable which
have an implied time restriction. The clinical services balance represents grants received for specific programs.

5. Contributed Services, Materials and Facilities

The Clinic relies on an extensive network of volunteers who contribute their services on an on-going basis.
Support arising from these contributed services, amounting to $378,915 for 2009, of which $335 ,755 met the
criteria for recognition under accounting principles generally accepted in the United States of America and has
been recognized in the accompanying financial statements. The value of the contribution of these services is
equal to the estimated amounts that would be paid if the Clinic had contracted independently for such services.

Donated laboratory services are also reflected as in-kind contributions, with a corresponding expense, in the
accompanying financial statements at their estimated value at date of receipt, amounting to approximately
$1,067,937 for 2009.



6. Support from Governmental Units

During 2009, approximately 48% of support came from federal, state and local government sources. Any
significant reduction in the level of this support would have a cotresponding effect on the Clinic's ability to
maintain its current programs and services.

7. Pension Plan
The Clinic has a simplified employee pension plan, which provides a contribution amount equal to 3% of each

- qualified employee’s gross yearly salary. The Plan is open to all employees over 21 years of age.
Contributions for the plan were $27,792 for 2009.

8. Pledges Receivable

The Clinic has pledges receivable as follows:

Due Within
2-5
1 Year Years Total

Administrative fund $ 2,592 § 298 $ 3,590
Property and equipment fund 5,413 12,220 17,633

Total 3 8,005 $% 13,218 21,223
Less — discount (3%) (386)
Net present value b 20,837

E A





