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MeyersBrothersKalicka, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
AND BUSINESS STRATEGISTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Ronald McDonald House Charities of Connecticut and Western Massachusetts, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Ronald McDonald House Charities of Connecticut and
Western Massachusetts, Inc. (a nonprofit, the "Organization"), which comprise the statements of financial position as of
December 31, 2020 and 2019, and the related statements of activities, functional expenses and cash flows for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; 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 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 audits 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 risk 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 Organization’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 Organization’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.

Meyers Brothers Kalicka, PC. | 330 Whitney Avenue | Suite 800 | Holyoke, Massachusetts 01040
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Other Matter — Prior Period Adjustment and Restatement

As discussed in Note 20 of these financial statements, the Organization discovered that certain employees were
erroneously not allowed to participate in the retirement plan. The Organization corrected this error and recorded a
liability as of December 31, 2019. The 2019 financial statements have also been restated, and an adjustment has been

made to the net assets as of December 31, 2018 to correct the error. Our opinion is not modified with respect to that
matter.

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 Connecticut and Western Massachusetts, Inc. as of December 31, 2020 and 2019,

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

Whpurs Busrbous, Ketiishn, PL.

Holyoke, Massachusetts
August 16, 2021



RONALD McDONALD HOUSE CHARITIES OF

CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31,2020 AND 2019
ASSETS
2020
Cash and cash equivalents $ 658,535
Accounts receivable 210,252
Contributions receivable, net 273,262
Prepaid expenses 33,974
Investments 9,012,971
Beneficial interest in assets held by others 1,370,283
Property and equipment, net 11.485,733
Total assets $ 23.045.010
LIABILITIES AND NET ASSETS

Borrowings under lines of credit $ 568,196
Accounts payable and accrued liabilities 119,717
Accrued retirement plan contributions (Note 20) 155,648
Note payable 4.304.201

Total liabilities 5,147,762
Net assets without donor restrictions 14,536,109
Net assets with donor restrictions 3.361.139

Total net assets 17,897,248

Total liabilities and net assets $ 23,045,010

The accompanying notes are an integral part of these financial statements.
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(As Restated)
2019

$ 542,338
122,277
524,372

12,253
7,989,543
1,324,789

_11.810.052

$ 22.325.624

§ 763,196
149,113
134,669

4,474,430
5.521.408

13,714,559
3,089.657
16.804.216

$ 22.325.624



RONALD McDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31,2020 AND 2019

(As Restated)
2020 2019
Net assets without donor restrictions
Support and revenue
Contributions and donations $ 1,068,167 $ 1,191,397
Special event contributions 418,145 726,870
Special event income 9,520 86,103
Grants 116,816 252,085
Rental income 398,200 398,200
Other income 2,334 1,178
Net assets released from restrictions 137,397 199.435
Total support and revenue 2,150,579 2,855,268
Expenses
Program expenses 1,780,465 1,692,604
Management and general 319,338 407,091
Fundraising 466.993 674.130
Total expenses 2,566,796 2.773.825
Operating (loss) income (416,217) 81,443
Non-operating income
Investment income, net 867,208 1,100,021
Gain on extinguishment of debt - Paycheck Protection Program (Note 9) 229,200 -
Net assets released for acquisition of property and construction 141.359 210,562
Change in net assets without donor restrictions 821,550 1,392,026
Net assets with donor restrictions
Contributions and donations 332,572 257277
Special events - 9,100
Investment income, net 172,172 183,838
Net assets released from restrictions (278,756) (409,997)
Net increase in beneficial interest in a perpetual trust 45,494 101,078
Change in net assets with donor restrictions 271,482 141.296
Change in net assets 1,093,032 1,533,322
Net assets balance, beginning of year, as restated 16.804.216 15.270.894
Net assets balance, end of year $ 17,897.248 $ 16,804,216

The accompanying notes are an integral part of these financial statements.
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RONALD McDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2020

Program Management
Services and General Fundraising Total

Personnel expenses $ 775,486 $ 203,102 $ 367,707 $ 1,346,295
Professional fees - 94,990 - 94,990
Fundraising events - - 33,819 33,819
Repairs 111,351 1,217 - 112,568
Utilities 102,465 - - 102,465
Other expenses 42,472 3,731 - 46,203
Other miscellaneous program costs 60,264 - - 60,264
House operation expenses 45,445 - - 45,445
House food and supplies 21,560 - - 21,560
Telephone 18,668 - - 18,668
Volunteer recognition 532 - - 532
Bank service charges ‘ - 15,344 - 15,344
Depreciation 417,255 - - 417,255
Interest 184,967 - - 184,967
Conferences, meetings - 954 - 954
Other campaign costs - - 65.467 65,467

Total expenses $ 1780465 $§ 319338 $§ 466,993 $ 2.566.796

The accompanying notes are an integral part of these financial statements.
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RONALD McDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2019

(As Restated)
Program Management
Services and General Fundraising Total

Personnel expenses $ 644,651 $ 260,949 $ 455,841 $ 1,361,441
Professional fees 585 - 101,506 - 102,091
Fundraising events - - 189,462 189,462
Repairs 107,376 12,091 - 119,467
Utilities 107,714 - - 107,714
Other expenses 38,870 6,263 - 45,133
Other miscellaneous program costs 44,539 - - 44,539
House operation expenses 40,647 - - 40,647
House food and supplies 52,842 - - 52,842
Telephone 18,037 - - 18,037
Volunteer recognition 3,168 - - 3,168
Bank service charges - 10,139 - 10,139
Depreciation 412,496 - - 412,496
Interest 221,679 : - - 221,679
Conferences, meetings - 16,143 - 16,143
Other campaign costs - - 28.827 28.827

Total expenses $ 1,692,604 $  407.091 § 674,130 § 2.773.825

The accompanying notes are an integral part of these financial statements.
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RONALD McDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

(As Restated)
2020 2019
Cash flows from operating activities
Change in net assets $ 1,093,032 $ 1,533,322
Adjustments to reconcile change in net assets to net cash
from operating activities:
Contributions restricted for acquisition of property
and long-term investments (332,572) (267,277)
Depreciation expense B 417,255 412,496
Gain on extinguishment of debt - Paycheck Protection Program (Note 9) (229,200) -
Realized and unrealized (gain) on investments (870,518) (1,104,973)
Changes in operating assets and liabilities:
Accounts receivable (87,975) 37,423
Prepaid expenses (21,721) 8,107
Accounts payable and accrued liabilities (29,396) (61,076)
Accrued retirement plan contributions 20,979 20.890
Net cash (used) provided by operating activities (40.116) 578.912
Cash flows from investing activities
Purchase of investments (1,633,373) (206,384)
Proceeds from sale of investments 1,480,463 25,161
Purchases of property and equipment (92,936) (121,292)
Change in beneficial interest in a perpetual trust (45.494) (101,078)
Net cash used in investing activities (291.340) (403,593)
Cash flows from financing activities .
Contributions restricted for acquisition of property and long-term investments 332,572 267,277
Payments received on pledge receivables restricted for acquisition of property 251,110 166,886
Proceeds from Paycheck Protection Program loan 229,200 -
Payments on lines of credit, net (195,000) (711,299)
Payments on note payable (170.229) (164.431)
Net cash provided by (used in) financing activities 447,653 (441.567)
Increase (decrease) in cash and cash equivalents 116,197 (266,248)
Cash and cash equivalents, beginning of year 542.338 808,586
Cash and cash equivalents, end of year § 658,535 § 542338
Supplementary disclosure of cash flow information
Interest paid $ 184967 $ 221,679

The accompanying notes are an integral part of these financial statements.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Organization

Ronald McDonald House Charities of Connecticut and Western Massachusetts, Inc. (the Organization) is a
nonprofit charitable corporation formed in January 2013. The mission of Ronald McDonald House Charities
(“RMHC”) is to create, find and support programs that directly improve the health and well-being of children
and their families. Collectively, RMHC and the network of local Chapters ascribe to five core values: we are
focused on the critical needs of children, we lead with compassion, we celebrate the diversity of our people and
our programs, we value our heritage and we operate with accountability and transparency.

We fulfill our mission through operation of sustainable programs that enable family-centered care, bridge access
to quality health care, are a vital part of the health care continuum and strengthen families during difficult

times. The following program, operated by the Organization, represents the core function of Ronald McDonald
House Charities:

Ronald McDonald House

When children must travel long distances to access top medical care, accommodations and support for
families can be expensive or not readily available. The Organization helps families stay close to their ill
or injured child through the Ronald McDonald House programs located in New Haven, Connecticut and
Springfield, Massachusetts, which provide temporary lodging, meals and other support to children and
their families. The program provides families with emotional and physical comfort and increases the

caregivers’ ability to spend more time with their child, to interact with their clinical care team and to
participate in critical medical care decisions.

Basis of presentation

The financial statements of the Organization have been prepared on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America (U.S. GAAP) and are presented
on the basis of net assets without donor restrictions and net assets with donor restrictions. Net assets with donor
restrictions are created only by donor-imposed restrictions on their use. Certain restrictions are temporary in
nature and when a restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, net assets with donor restrictions are reclassified to net assets without donor restrictions. All other

net assets, including board-designated or appropriated amounts, are net assets without donor restrictions and are
reported as part of the net assets without donor restriction class.

Statements of financial position that sequence assets and liabilities based upon their relative liquidity are
presented.

Measure of operations

The Organization’s change in net assets from operations on the statements of activities includes all operating
revenues and expenses that are an integral part of its program and supporting activities, net assets released from
donor restrictions to support operating expenditures and other non-operating funds to support current operating
activities. The measure of operations excludes investment return on investments.

Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management of the Organization

to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Cash equivalents

Cash equivalents include money market funds and all highly liquid investments with a maturity date of less than
three months from the date of purchase.

Accounts receivable

Accounts receivable are stated at the amount management expects to collect from outstanding balances.
Management provides for probable uncollectible amounts through a provision for bad debt expense and an
adjustment to a valuation allowance based on its assessment of the current status of individual accounts. Balances
that are still outstanding after management has used reasonable collection efforts are written off through a charge
to the valuation allowance and a credit to accounts receivable. Based on payment history, management does not
believe that an allowance for doubtful accounts is necessary at December 31, 2020 or 2019.

Contributions receivable

Contributions receivable are unconditional promises to give. Unconditional promises to give that are expected
to be collected within one year are recorded at net realizable value. Unconditional promises to give that are
expected to be collected in future years are recorded at the present value of their estimated future cash flows. The
discounts on those amounts are computed using risk-adjusted interest rates applicable to the years in which the
promises are received. Amortization of the discounts is included in contribution revenue. The Organization uses
the allowance method to determine uncollectible unconditional promises receivable based on management’s
analysis of specific promises made. Contributions receivable are written off when deemed uncollectible.

Investments

The Organization carries investments in marketable securities with readily determinable fair values and all
investments in debt securities at their fair values in the statements of financial position. Realized and unrealized

gains and losses and other investment income are included in the statements of activities. Realized gains/losses
are determined on a specific identification basis.

Property and equipment
Property and equipment are stated at cost, if purchased, or estimated fair value, if donated, at the date of donation.
Additions of $2,000 or more are capitalized, while maintenance and repairs that do not improve or extend the

useful lives of the respective assets are expensed as incurred. Depreciation is calculated using the straight-line
method over the estimated useful lives of the assets as follows:

Buildings and improvements 15 - 40 Years
Office furniture and equipment 5-7 Years
Vehicles 5 Years



RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Impairment of long-lived assets

The Organization evaluates its long-lived assets for any events or changes in circumstances which indicate that
the carrying amount of such assets may not be fully recoverable. The Organization evaluates the recoverability
of long-lived assets by measuring the carrying amount of such assets against the estimated undiscounted future
cash flows associated with them. At the time such evaluation indicates that the future undiscounted cash flows
of certain long-lived assets are not sufficient to recover the carrying value of such assets, the assets are adjusted
to their fair values. There were no such adjustments in 2020 or 2019.

Donated assets, property and equipment, and services

Donated marketable securities, property and equipment, and other noncash donations are recorded as
contributions at their fair values at the date of donation. Such donations are reported as increases in net assets
without donor restrictions unless the donor has restricted the donated asset for a specific purpose. Assets donated
with explicit restrictions regarding their use are reported as restricted contributions. Absent donor stipulations
regarding how long those donated assets must be maintained, the Organization reports expirations of donor
restrictions when the donated or acquired assets are placed in service as instructed by the donor. The Organization
reclassifies net assets with donor restrictions to net assets without donor restrictions at that time.

Donated services are recognized as contributions if the services: (a) create or enhance nonfinancial assets or (b)
require specialized skills, are performed by people with those skills, and would otherwise be purchased by the
Organization. The Organization also receives donated services from other contributors and volunteers that are
not measurable, and therefore, are excluded from the financial statements.

Deferred revenue

Income from sponsorships received in advance of future special events, which the resource provider is receiving

commensurate value in return or a right of return exists if the event does not occur, is deferred and recognized
over the periods to which the sponsorships relate.

Net assets
The Organization’s net assets and changes therein are classified and reported as follows:

Without donor restrictions
Net assets that are not subject to donor-imposed restrictions or law.

With donor restrictions

Net assets subject to donor-imposed restrictions. Some donor-imposed restrictions are temporary in
nature, such as those that will be met by the passage of time or other events specified by the donor. Other

donor-imposed restrictions are perpetual in nature, where the donor stipulates that resources be
maintained in perpetuity.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Revenue recognition

Contributions and grants

Unconditional promises to give are recognized as revenue in the period the promise was made.
Contributions, grants, and bequests are recognized as net assets with donor restrictions if they are
received with donor stipulations that limit the use of the donated assets. Donor-imposed restrictions are
released when a restriction expires, that is, when the stipulated time has elapsed, when the stipulated
purpose for which the resource was restricted has been fulfilled, or both. Contributions restricted by
donors are reported as increases in net assets without donor restrictions if the restrictions expire (that is,

when a stipulated time restriction ends or purpose restriction is accomplished) in the reporting period in
which the revenue is recognized.

Conditional grants and contract funds are recorded as revenue when earned. Revenue is earned when
eligible expenditures or deliverables, as defined in each contract, are met. Funds received but not yet
earned are shown as deferred revenue. Expenditures under contracts are subject to review by the granting
authority. To the extent, if any, that such a review reduces expenditures allowable under these contracts,
the Organization will record such disallowance at the time the final assessment is made.

Sponsorship revenue

The portion of sponsorship revenue that relates to the commensurate value the sponsor received in return
is recognized when the related events are held and performance obligations are met.

Special event revenue — ticket sales

The portion of ticket sales that relates to the commensurate value the attendee receives in return is
recognized when the related events are held and performance obligations are met.

Rental revenue
Rental revenue is recognized on a monthly basis (straight-line) over the term of the lease.

Functional expenses

The statements of functional expenses report certain categories of expenses that are attributable to one or more
program or supporting functions of the Organization. Therefore, these expenses require allocation on a
reasonable basis that is consistently applied. The expenses that are allocated include: depreciation, insurance,
interest, maintenance and repairs, rent, and utilities, payroll taxes, meetings, education and training, office
supplies, technology and telephone. Salaries and wages and employee benefits are allocated on the basis of
estimates of time and effort. Occupancy related expenses are allocated based upon square footage used.

Income tax status

The Organization is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code.
However, income, if any, from certain activities not directly related to the Organization's tax-exempt purpose is
subject to taxation as unrelated business income (UBIT). There were no activities subject to UBIT in 2020 and
2019. In addition, the Organization qualifies for the charitable contribution deduction under Section 170(b)(1XA)
and has been classified as an organization other than a private foundation under Section 509(a)(2).

The Organization believes that it has appropriate support for any tax positions taken, and as such, does not have
any uncertain tax positions that are material to the financial statements.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

LIQUIDITY AND AVAYLABILITY OF RESOURCES:

The Organization has $779,087 of financial assets available to meet cash needs for general expenditures within
one year of the statement of financial position date, which consists of current assets reduced by $273,262 of

current contributions receivable not available for general use because of contractual or donor-imposed
restrictions.

The Organization maintains financial assets of 9,012,971 (Note 4), consisting of mutual funds and common
stock investments which could be appropriated and used in operations. Operating expenses are compared to
budgeted expenses on a monthly basis and financial assets are available to fund operating expenses, if necessary.

As more fully described in Note 7, the Organizatio'h also has a line of credit in the amount of $400,000, which it

could draw upon in the event of an unanticipated liquidity need. The available balance on the line was $400,000
at December 31, 2020.

CONTRIBUTIONS RECEIVABLE:

Contributions receivable consist primarily of pledges and bequests as of the years ended December 31:

2020 2019
Amounts due in:
Less than one year $ 212,866 $ 278,649
One to five years 98,430 260,757
Total 311,296 539,406
Unamortized discount (7,000) (9,000)
Allowance for uncollectibles (31,034) (6,034)
Net contributions receivable $ 273,262  § 524,372

The discount rate used for contributions made was approximately 2% for the years ended December 31, 2020
and 2019.

INVESTMENTS AND FAIR VALUE MEASUREMENTS:

Overall investment objective

The Board of Directors, as the governing authority, is responsible for oversight of the Organization's investments.
Establishment and implementation of investment policy, including the establishment of investment guidelines
and the selection of investment managers, has been delegated by the Board to its Finance Committee. The overall
investment objective of the Organization is to invest its assets in a prudent manner that will achieve a long-term
rate of return sufficient to fund a portion of its annual operating activities and increase investment value after
inflation. Investments authorized by the Finance Committee include marketable equity and fixed income
securities and other types of investments that may be made while keeping the portfolio within the targeted
allocation of asset classes. Investments authorized also include agency advised funds held at the Community

Foundation of Western Massachusetts and the Community Foundation of Greater New Haven ("Community
Foundations").
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

INVESTMENTS AND FAIR VALUE MEASUREMENTS: (CONTINUED)

Fair value measurements

In determining fair value, the Organization uses varjous valuation approaches within the fair value measurement
framework. Fair value measurements are determined based on the assumptions that market participants would
use in pricing an asset or liability. A hierarchy for inputs is used in measuring fair value that maximizes the use
of observable inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs
be used when available. Levels within the hierarchy are based on the reliability of inputs as follows:

Level I - Valuations based on unadjusted quoted prices for identical assets or liabilities in active markets;

Level 2 - Valuations based on quoted prices for similar assets or liabilities or identical assets or liabilities
in less active markets, such as dealer or broker markets; and

Level 3 - Valuations derived from valuation techniques in which one or more significant inputs or
significant value drivers are unobservable, such as pricing models, discounted cash flow models, and
similar techniques not based on market, exchange, dealer, or broker-traded transactions.

The fair values of assets measured on a recurring basis as of December 31, are as follows:

Quoted
Prices in
Active Significant
Markets or Other Significant
Identical Observable Unobservable Investments
Assets Inputs Inputs Measured
(Level 1) (Level 2) (Level 3) at NAV Total
2020
Mutual funds $ 8915776 $ - 3 - 3 - $ 8,915,776
Common stock 7,531 - - - 7,531
Beneficial interest - - - 89,664~ 89,664
Total $ 8923307 § - § - $ 89,664 § 9012971
2019
Cash held for investment $§ 15250 § - % - 3 - 3 15,250
Mutual funds 7,889,627 - - - 7,889,627
Common stock 6,760 6,760
Beneficial interest - - - 77,906 77,906
Total $ 7,911,637 $ - 8 - $ 77,906 $ 7,989,543
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

4, INVESTMENTS AND 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 of Level 2 investments are determined by reference to
quoted prices for similar assets in less active markets. Fair value of Level 3 investments are determined from

valuation techniques in which one or more inputs are unobservable. There have been no changes in the
methodologies used at December 31, 2020 and 2019.

The valuation methodologies used for assets held at Community Foundations is based upon the Organization's
allocable share of the Community Foundations’ pooled investment portfolio. The allocable share is based on the
net asset value ("NAV") of the underlying assets owned by the fund, minus its liabilities.

The beneficial interests in investments are valued monthly by the Community Foundations and are allocated
based upon each organization’s calculated share of the Community Foundations® pooled investment portfolio.
Each entity with an interest within the pooled investments receives a statement from the Community Foundation
indicating the additions to the investment (via contributions), withdrawals from the investment (via grants) and
the investment returns allocated via a unitization process. The Organization calculates the NAV of its beneficial
interest pooled investment assets held by the Community Foundation based on the estimated NAV of the
underlying assets. The Community Foundation controls the investment and makes all management and
investment decisions. There have been no changes in valuation techniques and related inputs.

The composition of investment income on the Organization’s investment portfolio for the years ended December
31,2020 and 2019 is as follows:

2020 2019
Interest and dividend income $ 191,445 § 200,472
Realized gains, net 172,038 4,231
Unrealized gains (loss), net 698,480 1,100,742
Less investment expenses (22,583) (21,586)
Investment income, net - $ 1,039,380 § 1,283,859
5. PROPERTY AND EQUIPMENT:
Property and equipment consist of the following as of December 31:
2020 2019
Land $ 70,470 $ 70,470
Buildings and improvements 14,324 281 14,320,524
Equipment 1,021,564 978,427
Furniture, fixtures and computer software 39,621 39,621
Total, at cost : 15,455,936 15,409,042
Less: accumulated depreciation (4,066,647) (3,649,392)
11,389,289 11,759,650
Construction in progress 96,444 50,402
Total property and equipment $ 11,485,733 $ 11,810,052
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

BENEFICIAL INTEREST IN ASSETS HELD BY OTHERS:

Donors have contributed assets to an unrelated third party in exchange for a promise by the unrelated third party
to pay a fixed amount for a specified period of time to the donor or to individuals designated by the donor. Under
the terms of such agreements, no trust exists, as the assets received are held by and the liability is an obligation
of the unrelated third party. The Organization is named as a beneficiary in one of these agreements. Accordingly,
contribution revenue is included in net assets with donor restrictions and the related assets are recognized at fair
value in the period in which the Organization received notice that the agreement conveys an unconditional right
to receive benefits. Subsequent changes in the value of the underlying assets are recorded in the accompanying
statements of activities as the change in value of beneficial interest in assets held by others.

The Organization has a 20% beneficial interest in a perpetual trust. Beneficial interest in a perpetual trust as of
December 31, 2020 and 2019 was $1,370,283 and $1,324,789, respectively. These amounts represent 20% of
the total market value at year end. A change in market value of $45,494 and $101,078 for 2020 and 2019,
respectively, is shown as a change in net assets with donor restrictions in the statements of activities.
Additionally, the Organization receives an annual distribution of 20% of the net income by this trust. The

distribution is recorded when received and is available to the Organization for general purposes without
restriction.

BORROWINGS UNDER LINES OF CREDIT:

The Organization has a revolving line of credit facility for up to $400,000 with a bank. The line of credit requires
monthly installments of interest at one month LIBOR rate plus 1.50% per annum (1.64% and 3.28% at December
31, 2020 and 2019, respectively). The line is secured by a security interest in the Vanguard investment account
consisting of unrestricted marketable securities in an amount of not less than one million dollars. There were no
borrowings outstanding on the line of credit as of December 31, 2020 and 2019.

The Organization also has a construction line of credit related to the building of the New Haven House in the
maximum amourit of $3,000,000. The construction line of credit is due June 22,-2021 and requires monthly" -
installments of interest only for 60 months; at the oné month LIBOR rate plus 1.75% per annum (1.89% and
3.53% at December 31, 2020 and 2019, respectively). The construction line is secured by a security interest in
all assets of the Organization. Borrowings were $568,196 and $763,196 at December 31, 2020 and 2019,
respectively. On June 22, 2021, the outstanding balance of $568,196 was paid in full.

NOTE PAYABLE:

During 2016, the Organization received financing from a bank for construction of a new house in the form of a
loan in @ maximum amount of $6,000,000. The loan bears interest at 3.71% per annum for 7 years with monthly
payments of interest only for 2 years to June 22, 2018. From that date, and every five subsequent years, the
interest rate will be updated to the Five Year Classic Federal Home Loan Bank of Boston rate plus 1.75% per
annum. On July 22, 2018, monthly principal and interest payments of $28,011 were due for a period of 120
months. The remaining balance is due June 22, 2028. There are two optional five year extensions available. The
loan balance was $4,304,201 and $4,474,430 at December 31, 2020 and 2019, respectively. The loan is secured
by a security interest in all assets of the Organization and the Howard Street property.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

PAYCHECK PROTECTION PROGRAM:

On April 21, 2020, the Organization received proceeds in the amount of $229,200 to fund payroll, rent,
utilities, and interest on mortgages and existing debt through the Paycheck Protection Program (the PPP). On
November 2, 2020, the PPP loan proceeds were forgiven in full by the U.S. Small Business Administration (the

SBA). The Organization recognized these proceeds as a gain on extinguishment of debt on the statement of
activities for the year ended December 31, 2020.

ENDOWMENT FUNDS:

The Organization's endowment consists of an individual fund established by a donor to provide annual funding
for specific activities and general operations.

Absent explicit donor stipulations to the contrary, the Board of Directors of the Organization has interpreted the
State of Connecticut 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. As
aresult of this interpretation, the Organization classifies as net assets with donor restrictions (a) the original value
of gifts donated to the endowment, (b) the original value of subsequent gifts to the endowment, and (c)
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. In accordance with the standard of prudence prescribed by

UPMIFA, the Organization considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

(1) The duration and preservation of the various funds

(2) The purposes of the donor-restricted endowment funds

(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 Organization's investment policies

Investment Return Objectives, Risk Parameters and Strategies. The Organization has adopted investment and
spending policies, approved by the Board of Directors, for endowment assets. Those policies attempt to provide
a predictable stream of funding to programs supported by its endowment funds while also maintaining the
purchasing power of those endowment 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 the annual distribution with acceptable levels of risk. Endowment assets are invested in a well-diversified
asset mix, which includes equity and debt securities, that is intended to result in a consistent inflation-protected
rate of return that has sufficient liquidity while growing the funds if possible. The Organization expects its
endowment assets, over time, to produce an average rate of return of approximately 4% annually above the
Consumer Price Index. Actual returns in any given year may vary from this amount. Investment risk is measured
in terms of the total endowment fund; investment assets and allocation between asset classes and strategies are
managed to prevent exposing the fund to unacceptable levels of risk.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

ENDOWMENT FUNDS: (CONTINUED)

Spending Policy — Donor-restricted endowment. Funds available for distribution will be determined using a total
return principle (return derived from dividends and interest as well as realized and unrealized capital gains). The
funds available for distribution during any one year will be limited to 5% of the market value of the corpus that
is based on a 3-year rolling average, with measures taken at the end of each of the preceding 12 quarters, with
annual distribution calculated using the quarter ended June 30. The market value for this purpose will be taken
net of the fees for investment management. Any unexpended funds from those available for distribution in a
given year will be accrued and will continue to be considered available for distribution in subsequent years unless

otherwise designated by action of the Executive Committee. There were no amounts appropriated in 2020 or
2019 under this spending policy.

In establishing this policy, the Organization considered the long-term expected return on its investment assets,
the nature and duration of the individual endowment funds, many of which must be maintained in perpetuity
because of donor restrictions, and the possible effects of inflation. The Organization expects the current spending
policy to allow its endowment funds to grow at an average rate of 4% annually above the Consumer Price Index.
This is consistent with the Organization's objective to maintain the purchasing power of the endowment assets

as well as to provide additional real growth through new gifts and investment return. The Organization’s pohcy
does not permit spending from underwater endowment funds.

Changes in endowment net assets and net assets by type of fund were as follows for the year ended December 31,
2020:

Without Donor With Donor

Restrictions Restrictions Total

Endowment net assets, beginning of year $ - $ 1,147,080 $ 1,147,080
Investment return, net - 172,172 172,172
Endowment net assets, end of year $ - $ - 1319252 $ 1,319,252
Donor-restricted endowment funds:
Original donor-restricted gift amount and

amounts required to be retained by donor $ - $ 1,010,000 1,010,000
Portion subject to appropriation under

UPMIFA - 309,252 309,252

Total funds $ - $ 1,319,252 $ 1,319,252
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RONALD MCDONALD HOUSE CHARITIES-OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

10. ENDOWMENT FUNDS: (CONTINUED)

Changes in endowment net assets and net assets by type of fund were as follows for the fiscal year ended

December 31, 2019:
Without Donor With Donor
Restrictions Restrictions Total

Endowment net assets, beginning of year $ -3 953,242 % 953,242
Investment return, net - 183,838 183,838
Contributions - 10,000 10,000
Endowment net assets, end of year 3 - $ 1,147,080  § 1,147,080
Donor-restricted endowment funds:

Original donor-restricted gift amount and

amounts required to be retained by donor S - $ 1,010,000 $ 1,010,000
Portion subject to appropriation under

UPMIFA - 137,080 137,080

Total funds $ - $ 1,147,080 § 1,147,080

Fund 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 the Organization to retain as a
fund of perpetual duration. There were no such deficiencies as of December 31, 2020 and 2019.

11. NET ASSETS WITH DONOR RESTRICTIONS:

Net assets with donor restrictions are restricted for the following purposes and periods as of December 31:

2020 2019
Subject to expenditure for specific purpose or time:
Program activities:
Capital campaign $ 309,246 $ 242.372
Room makeover 127,339 130,999
Accumulated Investment earnings on endowment funds 309,252 137,080
Other — various 235,019 244417
980,856 754,868
Not subject to appropriation or expenditure:
Endowment 1,010,000 1,010,000
Perpetual trust value 1,370,283 1,324,789
Total net assets with donor restrictions $ 3361,139 § 3,089,657
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

NET ASSET RELEASED FROM DONOR RESTRICTIONS:

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or by

occurrence of the passage of time or other events specified by donors as follows for the years ended December
31, 2020 and 2019:

2020 2019
Purpose restrictions accomplished:
Acquisition of property and construction $ 141359  § 210,562
Other activities 137,397 199,435
$ 278,756  $ 409,997

EMPLOYEE RETIREMENT PLANS:

The Organization has a defined contribution retirement plan (the “Plan”) and tax-deferred annuity plan qualified
under Section 403(b) of the Internal Revenue Code. The defined contribution plan covers full-time employees
over 21 years of age with more than one year of eligible service of the Organization. Employees may contribute
up to 5% and the Organization will match up to 5% of each eligible employee’s compensation. All employees
are eligible in the tax-deferred annuity plan. Contributions by each employee are limited to the amounts set forth

by the Internal Revenue Code. Employer contributions to the Plan were $50,385 and $50,074 for the years ended
December 31, 2020 and 2019, respectively.

See Note 20 for information on the restatement and prior period adjustment relating to the employee retirement
plan error.

OPERATING LEASES:

In 2017, the Organization entered into an agreement to lease meeting rooms with Yale New Haven Hospital for

ten years. Lease income is being recognized on a straight line basis over the lease term. Lease revenues for the
years ended December 31, 2020 and 2019 were $398,200.

Minimum future rental revenues for each of the next five years and in the aggregate are as follows:

Year Ending December 31, Amount
2021 $ 398,200
2022 398,200
2023 398,200
2024 398,200
2025 398,200
Thereafter 597,300
Total $ 2,588,300
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

TRANSA CTIONS WITH RELATED ENTITIES:

Ronald McDonald House Charities (RMHC) is a system of independent, separately registered public benefit
organizations, referred to as “Chapters” within the global organization. The Organization is an independent
operating Chapter within the RMHC system. Each Chapter is licensed by McDonald's Corporation and Ronald
McDonald House Charities, Inc. to use RMHC related trademarks in conjunction with fundraising activities and

the operation of its programs; the License Agreement also sets standards of operations for programs, governance,
finance, branding and reporting.

Ronald McDonald House Charities, Inc. (RMHC Global), a separately registered nonprofit organization, ensures
delivery of the mission across the globe. As a center of excellence, RMHC Global builds and sustains a robust
mfrastructure of support to the network of Chapters, including operations, licensing and compliance, finance,
risk management, communications, marketing and development. The Organization receives 75% of net revenues
from all national fundraising efforts facilitated by RMHC Global, as defined by the license agreement. During

the years ended December 31, 2020 and 2019, the Organization received $280,711 and $234,791, respectively,
from these revenue streams.

CONCENTRATION RISK:

Credit risk

Financial instruments that potentially subject the Organization to concentrations of credit risk consist of cash
and investments.

The Organization maintains cash and investment balances in several financial institutions. Accounts at each
institution are insured by the Federal Deposit Insurance Corporation and the Securities Investor Protection
Corporation. From time to time, the Organization's balances may exceed insured limits. The Organization limits
its credit risk by selecting financial institutions considered to be highly creditworthy.

COMMITMENTS:

The Organization has a ground lease with Baystate Health Systems, Inc. for property at 33 Pratt Street, which
is adjacent to the Organization's house located in Springfield, Massachusetts. The lease commenced on October
2, 1995 and has a term of 99 years. Baystate Health Systems, Inc. can terminate the lease upon written notice.
The lease term requires a nominal payment of $1 annually. The Organization has paid the lease in full.

The Organization has a ground lease with Yale New Haven Hospital for property in New Haven, Connecticut.

The lease commenced in October 2015 and has term of 98 years. The lease term requires a nominal payment
of $1. The Organization has paid the lease in full.
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

RISKS AND UNCERTAINTIES:

During the year ended December 31, 2020, the World Health Organization declared the spread of Coronavirus
Disease (COVID-19) a world-wide pandemic. The COVID-19 pandemic is having significant effects on global
markets, supply chains, businesses, and communities. Specific to the Organization, COVID-19 may impact
various parts of its 2021 operations and financial results. In addition, investment markets may continue to
experience significant fluctuations. Management believes the Organization is taking appropriate actions to

mitigate the negative impact. However, the full impact of COVID-19 is unknown and cannot be reasonably
estimated as these events are still developing.

RECENT ACCOUNTING PRONOUNCEMENTS:

Leases

In February 2016, the FASB issued amended guidance for the treatment of leases. The guidance requires lessees
to recognize a right-of-use asset and a corresponding lease liability for all operating and finance leases with lease
terms greater than one year. The guidance also requires both qualitative and quantitative disclosures regarding
the nature of the Organization’s leasing activities. The guidance will initially be applied using a modified
retrospective approach. The amendments in the guidance will be effective for the year ending December 31,

2022. Early adoption is permitted. Management is evaluating the impact of the amended lease guidance on the
Organization’s financial statements.

PRIOR PERIOD ADJUSTMENT AND RESTATEMENT:

During the current fiscal year, the Organization discovered that certain employees were erroneously not allowed
to participate in the Retirement Plan. This error occurred for fiscal years ended December 31, 2013 through
December 31,2019. This correction was needed as certain participant eligibility requirements used in calculating
the employer contribution were not in compliance with the plan document. As a result, the Organization is
required to fund an additional amount to the plan totaling approximately $134,669, which includes the employer
pension contribution of $110,125 and lost eamnings of $24,544, as of December 31, 2019. The Organization
expects to fund this obligation to the Plan in September 2021. The Organization has voluntarily complied with
Internal Revenue filings as a result of the non-compliance and does not believe any additional amounts will be
owed. Approximately $20,890 (including lost earnings of $1,704) relates to the year ended December 31, 2019.

The remaining $113,779 (including lost earnings of $22,841) relates to periods prior to January 1, 2019. The
effects of this prior period adjustment are summarized as follows:

Net assets
Accrued without
Statement of financial position: retirement plan donor Total
contributions restrictions Net assets

As previously reported — January 1, 2019 §$ - § 13,849,228 $ 16,938,885
Retirement plan contribution expense —

2019 20,890 (20,890) (20,890)
Retirement plan contribution expense —

prior to January 1, 2019 113,779 (113,779) (113,779)
As restated - December 31, 2019 $ 134,669 § 13714559 $ 16,804,216
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RONALD MCDONALD HOUSE CHARITIES OF
CONNECTICUT AND WESTERN MASSACHUSETTS, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

PRIOR PERIOD ADJUSTMENT AND RESTATEMENT: (CONTINUED)

Change in
net assets
without Change in
Statement of activities: Program Operating donor total net
expenses income restrictions assets
As previously stated - 2019 $ 1,671,714  § 102,333 § 1,412916 % 1,554,212
Retirement plan contributions
not recorded 20,890 (20,890) (20,890) (20,890)
As restated - 2019 $ 1,692,604 $ 81443 § 1,392,026  $ 1,533,322
Program
Statement of functional services — Total
expenses: personnel personnel Total 2019
expenses expenses expenses
As previously stated - 2019 $ 623,761 $ 1,340,551  § 2,752,935
Retirement plan contributions
not recorded 20,890 20,890 20,390
As restated - 2019 b 644,651 $ 1,361,441 § 2,773,825
SUBSEQUENT EVENTS:

Management evaluated subsequent events through August 16, 2021, the date on which the financial statements
were available to be issued.

In June 2021, the Organization repaid its construction line of credit in the amount of $568,196 (Note 7).

In March 2021, the Organization received a loan in the amount of $233,635 to fund payroll, rent, utilities, interest
on mortgages and existing debt, and other eligible expenditures through the federal Paycheck Protection
Program. These amounts may be forgiven subject to compliance and approval based on the timing and use of

these funds in accordance with the program. If not forgiven, the loan must be repaid over 5 years with a 1%
interest rate.
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