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INDEPENDENT AUDITOR’S REPORT

Board of Directors
National MPS Society, Inc.

Report on the Financial Statements

We have audited the accompanying statements of financial position of National MPS Society, Inc. (the
“Society”) as of December 31, 2012 and 2011 and the related statements of activities, cash flows, and
functional expenses 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.

Auditor’s 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 of 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 auditor’s 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 Society’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 Society’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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of National MPS Society, Inc. as of December 31, 2012 and 2011 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.

%}M\M, @@/‘VOPJB’ LLP
April 25, 2013

3200 Riverfront Drive, Suite 200 | Fort Worth, Texas 76107-6561 1 An independently Owned Member,

Hone:817.332.2301 1 866.399.3278 £ax:817.338.4608 | www.rcosolutions.com McGladrey Alliance



NATIONAL MPS SOCIETY, INC.

STATEMENTS OF FINANCIAL POSITION
December 31,2012 and 2011

ASSETS
Cash and cash equivalents
Investments
Contributions receivable
Prepaid expenses
Property and equipment, net
Investments restricted for endowment

Total assets

LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses
Total liabilities
Commitments (Note 10)
Net Assets
Unrestricted
Undesignated
Designated

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

See notes to financial statements.

2012 2011

$ 343,885 $ 247,077
1,192,354 1,474,455

24,800 -
9,625 4,077
3,070 6,854
1,025,582 1,034,260
$ 2,599,316 $ 2,766,723
$ 13,680 $ 11,696
13,680 11,696
855,832 819,175
52,551 305,585
908,383 1,124,760
676,459 629,473
1,000,794 1,000,794
2,585,636 2,755,027
$ 2,599,316 $ 2,766,723




170°SSLZ S P6L000TS  €Lv629 $  O09LHZITS  9£9°S8S°T$  v6L000T$  6SY9L9 §  €8€806 §
960°€€8°T ¥6L°000°1 12Z°L8S 180°S¥T°1 LT0SSLT ¥6L°000°T £LY°679 09L%TI‘1
(690°8L) = (A A4 (1zgfozl) (16€°691) = 936°0¥ (LLEOTD)
SEV'S0T 1 = e SEP'S0Z'T TIP'SLT] = = TI¥SLTT
8IT°0€l = = 81I°0€1 P6LSEL = = y6LSET
01L°L91 = S 01L°L91 TEV'L81 - S TEV'LST
L09°L06 = S L09°L06 98156 - - 981256
99€°LTI‘T - ST ¥11°680°1 120°901°1 = 986°0F GE0°6S0°T

s S (580°2¢) $80°CE = > (668°LE) 668°LE

. S (#9L299) ¥9L°299 s S (086°909) 086909
861°¢E - 861°¢E S €7s°c1 - €75°€T -
SOI‘T¥ S 59861 0vT'1T TT8°Te S 869°S1 1ZAWA
€LST s €LST e S16°S s S16°S =
€9 c 062°91¢ TEILOT $68°01¢ S 1L0°29¢€ yT8°8¥1
$8¢€°1T s e $8€°1T 00L°T€ S S 00L°ZE
$90°v€E - = $90°vE LILOE S S LILOE
€55Y01 S £5SP01 = Tr'80T . Ty°80T -
7L8°€6 : S TL8'E6 000°0S S = 000°0S
77919 S 7919 S 91798 . 91298 =
1LS°T1IT  § - $ - $  TILS'TIT $ T6LPET $ - $ - $  I6LVET §

1e10L pajoLsay PpajoLnsay pajorysaruf) [el0L pa101SSyY paioLyssy palorusaun)

Apuoueuieg  Aqrerodwsj, Apusupwired  Aquerodwa ],
110Z T10T

*SJUSUIRIR]S JRIOURUL) 01 $9)0U 985

AB3A JO pUd }v S)ASSB 1IN

1eak Jo Suruuideq Je s19sse JoN
§)asse Jau ui aguey)
sasuadxa [BJO],

Susteapuny
SALEISIUWIPE PUB [2ISUSD
wreidoid

:sosuadxyg

ja0ddns pue anudAal [BJO],

SUOIIOLYSAI ST} JO UOLOB)SHIBS
suonorysar werdoxd Jo uonosgysies
:SUOIIOLSAI WOT] PISBI[aL §39sSe JoN
SJUSUISOAUL UO
ured pozijeel pue PaZijeaun JoN
93] JO }9U ‘OWOIUI JUSULSIAU]
110T Pue Z10T W 6£0°9$ Pue
8€H°8$ JO $1509 JO 39U “Sofes ISYI0
SJUSAQ Te10adS
SWIOOU] 20ULISJUOD)
sonp drysioquisiy
suresgoid 10O
suonnqLyuod patosuods
oIeassy
[eIsUeD
suonnqLIu0)
:poddns 19Uj0 pue SNUaASY

110Z PuB TI0T ‘€ Joquada( popuy s1e3x

SALLIAILDYV 40 SLNIWALV.LS

"DNI ‘ALTIDOS SAN TYNOLLVN



NATIONAL MPS SOCIETY, INC.

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2012 and 2011

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net
assets to cash used by operating activities:
Depreciation
Net unrealized and realized gain on investments
Changes in assets and liabilities:
Prepaid expenses
Contributions receivable
Accounts payable and accrued expenses

Net cash used by operating activities

Cash Flows from Investing Activities
Sales and maturities of investments
Purchases of investments
Purchase of equipment

Net cash provided (used) by investing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See notes to financial statements.

2012 2011
$ (169,391) $ (78,069)
3,784 3,100
(13,523) (33,198)
(5,548) 990
(24,800) .
1,984 (2,660)
(207,494) (109,837)
1,741,286 1,167,690
(1,436,984)  (1,599,555)
- (4,065)
304,302 (435,930)
96,808 (545,767)
247,077 792,844
$ 343885 $ 247,077
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NATIONAL MPS SOCIETY, INC.
DECEMBER 31, 2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Description of Programs

The National MPS Society, Inc. (the “Society”) is a not-for-profit organization dedicated to finding a cure
for mucopolysaccharidosis (“MPS™) and related diseases. To achieve this goal, the Society supports
research, provides support to individuals and families affected by MPS or related diseases, and promotes
public and professional awareness.

Basis of Accounting and Use of Estimates
The financial statements of the Society are prepared on the accrual basis of accounting and use estimates
and assumptions in preparing those financials in accordance with U.S. Generally Accepted Accounting
Principles. Those estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and expenses. Actual results
could vary from the estimates that are used.

Cash Equivalents

Cash equivalents include all highly liquid investments with an original maturity of three months or less.
Cash and cash equivalents includes $206,487 and $125,773 of money market mutual funds as of
December 31, 2012 and 2011, respectively.

Investments
Investments consist of certificates of deposits and fixed income securities. The Society carries its
investments in marketable securities with readily determinable fair values at their fair values on the
statements of financial position. Unrealized and realized gains and losses are included in the statements
of activities.

Fair Value of Assets and Liabilities

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Generally Accepted Accounting
Principles establish a fair value hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value. The standard describes
three levels of inputs that may be used to measure fair value:

Level 1  Quoted prices in active markets for identical assets or liabilities.

Level2  Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities; quoted prices in active markets where that particular asset or liability is not
active; or other inputs that are observable or can be corroborated by observable market
data for substantially the full term of the assets or liabilities.

Level 3  Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.




NATIONAL MPS SOCIETY, INC.
DECEMBER 31,2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Property and Equipment

Property and equipment that are purchased are recorded at cost and depreciated using the straight-line
method, over approximately three to five years. Donations of property and equipment are recorded as
support at their estimated fair value. Such donations are reported as unrestricted support unless the donor
has restricted the donated asset to a specific purpose. Absent donor stipulations regarding how long those
donated assets must be maintained, the Society reports expirations of donor restrictions when the donated
or acquired assets are placed in service as instructed by the donor. The Society reclassifies temporarily
restricted net assets to unrestricted net assets at that time.

Permanently Restricted Net Assets

In 2006, the Society established an endowment fund to provide a permanent source of funding for its
operations and overhead expenses. Contributions received for this fund are to be invested, used, and
spent in accordance with the endowment fund’s policy in perpetuity. As such these contributions are
considered to be permanently restricted.

Revenue Recognition

Contributions are recognized when the donor makes an unconditional promise to give to the Society.
Conditional promises to give are recognized only when the conditions on which they depend are
substantially met.

Membership dues are recognized as revenue when earned.

Special event revenue is revenue recognized from events organized by volunteers or by the Society that
generate income from fundraising functions designed to attract donors and raise awareness.

Recognition of Donor Restrictions
Donor-restricted support is reported as an increase in temporarily or permanently restricted net assets
depending on the nature of the restriction. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets.

Donated Materials and Services

Donated services are recognized as contributions if the services (a) create or enhance non-financial assets
or (b) require specialized skills, are performed by people with those skills, and would have otherwise been
purchased by the Society. Volunteers provide valuable services throughout the year that are not
recognized as contributions in the financial statements because the recognition criteria was not met.




NATIONAL MPS SOCIETY, INC.
DECEMBER 31, 2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 1. NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Income Taxes
The Society is a non-profit corporation that is exempt from income taxes under under Section 501(¢c)(3) of
the Internal Revenue Code and is not considered a “private foundation” for tax purposes.

The Society’s Forms 990, Return of Organization Exempt from Income Tax, for the years ended 2009,
2010, and 2011 are subject to examination by the Internal Revenue Service, generally for three years after
they were filed.

Functional Allocation of Expenses

The cost of providing the programs and other activities has been summarized on a functional basis in the
statement of activities. Accordingly, certain costs have been allocated among program and supporting
services.

Subsequent Events

Subsequent events are events or transactions that occur after the balance sheets date but before the
financial statements are issued. The Society recognizes, in the financial statements, the effects of all
subsequent events that provide additional evidence about conditions that existed at the date of the
statement of financial position, including estimates inherent in the process of preparing the financial
statements. The Society’s financial statements do not recognize subsequent events that provide evidence
about conditions that did not exist at the date of the statement of financial position but arose after that date
and before the financial statements are available to be issued. The Society has evaluated subsequent
events through April 25, 2013, which is the date the financial statements were available to be issued.

NOTE 2. CONTRIBUTIONS RECEIVABLE

Contributions receivable represent gifts for which the Society has received notice from the donors of an
unconditional promise to give, but remain unpaid at the statement of financial position date. An
allowance for doubtful accounts is established by management based on past experience and analysis of
current receivable collectability. It is the Society’s policy to charge off uncollectible accounts when
management determines the receivable will not be collected. Management has determined that no
allowance is necessary at December 31, 2012.

Collections of receivables are expected through 2014 as follows:

Due in one year 5 12,525
Due in two years 12,275
$ 24,800




NATIONAL MPS SOCIETY, INC.
DECEMBER 31, 2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

2012 2011
Furniture and equipment $ 26013 § 27,656
Less: accumulated depreciation (22,943) (20,802)

$ 3,070 $ 6,854

NOTE 4. FAIR VALUE OF ASSETS AND LIABILITIES

The Society accounts for its assets and liabilities under fair value accounting standards. These standards
provide the framework for measuring fair value. That framework provides a 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 (level 1
measurement) 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 methodologies used for assets measured at fair value. There have
been no changes in the methodologies used at December 31, 2012 and 2011.

Money market portfolio: Valued at fair value at quoted net asset value of shares, which are $1 per share, at
year end.

Certificates of deposit: Valued at fair value by discounting the related cash flows based on current yields
of similar instruments with comparable durations considering the credit-worthiness of the issuer.

Corporate bonds and U.S. government securities: Valued at the closing price reported on the major
market on which the individual securities are traded or have reported broker trades which may be
considered indicative of an active market. Where quoted prices are available in an active market, the
investments are classified within level 1 of the valuation hierarchy.

The valuation methods used by the Society may produce a fair value calculation that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the Society
believes its valuation methods are 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.




NATIONAL MPS SOCIETY, INC.
DECEMBER 31, 2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 4. FAIR VALUE OF ASSETS AND LIABILITIES (Continued)

The Society’s investments at December 31, 2012 are categorized as follows:

Level 1 Level 2 Level 3 Total
Investments
Money market $ 46,424 $ - $ - $ 46,424
Certificates of deposit 1,100,000 - - 1,100,000
Government backed mortgages 16,376 - - 16,376
U.S. Treasury notes 14,013 - - 14,013
Corporate bonds 15,541 - - 15,541
Total investments $ 1,192354 §$ - $ - $ 1,192,354
Investments restricted for endowment
Fixed income
Government backed mortgages $ 365,677 % - $ - $ 365,677
U.S. Treasury notes 312,890 - - 312,890
Corporate bonds 347,015 - - 347,015
Total investments restricted for
endowment $ 1,025,582 $ - $ - $ 1,025,582

The Society’s investments at December 31, 2011 are categorized as follows:

Level 1 Level 2 Level 3 Total
Investments
Money market portfolio $ 54,455 $ - $ - $ 54,455
Certificates of deposit 1,420,000 - - 1,420,000
Total investments $ 1,474,455 $ - $ - $ 1,474,455
Investments restricted for endowment
Fixed income
Government backed mortgages $ 518,133 § - $ - $ 518,133
U.S. Treasury notes 252,134 - - 252,134
Corporate bonds 263,993 - - 263,993
Total investments restricted for
endowment $ 1,034260 $ - $ - $ 1,034,260
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NATIONAL MPS SOCIETY, INC.
DECEMBER 31,2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 5. DESIGNATED NET ASSETS

The unrestricted designated net assets are amounts designated for future activities and programs of the
Society. Activity in designated net assets for the years ended December 31, 2012 and 2011 follows:

2012 2011
Balance at beginning of year $ 305,585 $ 330,000
Additions to designated net assets - 70,000
Reductions of designated net assets (253,034) (94,415)
Balance at end of year $ 52,551 $ 305,585

NOTE 6. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets relate to restricted contributions specified for the following purposes:

2012 2011
Medical research $ 624,764 $ 557,792
Family assistance programs 2,107 38,215
Future programs 24,800 -
Unappropriated endowment earnings 24,788 33,466
Balance at end of year $ 676,459 $ 629,473

NOTE7. ENDOWMENT FUND

The Society’s endowment fund consists of fixed income securities. This fund consists of contributions
made to establish a permanent endowment, the earnings from which are to be used to support the
Society’s operations. As required by generally accepted accounting principles, net assets associated with
endowment funds are classified and reported based upon the existence or absence of donor-imposed
restrictions.

Composition and Activity of Endowment Funds
Endowment net asset composition by type of funds for the years ended December 31, 2012 and 2011
follows:

2012 2011
Temporarily Permanently Temporarily Permanently
Restricted Restricted Total Restricted Restricted Total

Donorrestricted $ 24,788 $ 1,000,794 $1,025,582 $§ 33,466 $1,000,794 $1,034,260

11




NATIONAL MPS SOCIETY, INC.
DECEMBER 31,2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 7. ENDOWMENT FUND (Continued)

The changes in the endowment net assets for the years ended December 31, 2012 and 2011 follow:

2012
Temporarily Permanently
Restricted Restricted Total
Balance at beginning of year $ 33,466 $ 1,000,794 $ 1,034,260
Interest earned 21,959 - 21,959
Net appreciation (realized and unrealized) 13,523 - 13,523
Investment fees (6,261) - (6,261)
Appropriation of endowment assets for expenditure (37,899) - (37,899)
Balance at end of year $ 24,788 $ 1,000,794 $ 1,025,582
2011
Temporarily Permanently
Restricted Restricted Total
Balance at beginning of year $ 12,488 $ 1,000,794 $ 1,013,282
Interest earned 25,932 - 25,932
Net depreciation (realized and unrealized) 27,131 - 27,131
Appropriation of endowment assets for expenditure (32,085) - (32,085)
Balance at end of year $ 33,466 $ 1,000,794 $§ 1,034,260

Interpretation of Relevant Law

The Society holds all donor-restricted endowment contributions by 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
stipulations to the contrary. As a result of this interpretation, the Society classifies permanently restricted
net assets as (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 the Society. Inaccordance with the law, the Society considers the
following factors in making a determination to appropriate or accumulate donor-restricted endowment
funds: the duration and preservation of the funds; the purposes of the Society and the donor-restricted
endowment fund; the general economic conditions; the possible effect of inflation and deflation; the
expected total return from income and the appreciation of investments; other resources of the Society; and
the investment policies established by the Society.

12




NATIONAL MPS SOCIETY, INC.
DECEMBER 31, 2012 AND 2011
NOTES TO FINANCIAL STATEMENTS

NOTE 7. ENDOWMENT FUND (Continued)

Return Objectives and Risk Parameters

The Society aims to invest its financial assets to maximize total return consistent with an acceptable level
of risk. The Society expects its endowment assets, over time, to produce an average rate of return of
approximately 8% annually. 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 not expose the fund to unacceptable levels of risk.

Strategies Employed for Achieving Objectives
Cash is to be employed productively at all times, by investment in short term cash equivalents to provide
safety, liquidity, and return or to reduce bank service charges.

Endowment assets will be invested in a well diversified asset mix, which includes time deposits and
equity and debt securities, that are intended to result in a consistent inflation-protected rate of return that
has sufficient liquidity to make an annual distribution of 4%, while growing the fund if possible.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The endowment policy provides that a distribution of up to 7% of the average net fair market value of the
Fund’s assets may be made annually to cover operations and overhead expenses; however, the
distribution rate for 2012 and 2011 is 4%. The policy has an additional provision for an emergency
invasion of funds of up to 15% of the value of the fund during a calendar year, if required.

NOTE 8. CONCENTRATION

The Society received $100,000 from one donor which represents 11% of all contributions received during
2011. In 2012, there were no donors whose contributions were greater than 10% of all contributions
received for the year.

NOTE 9. RETIREMENT PLAN

The Society has adopted a Simple Retirement Account Program which provides a matching provision
from the Society on employee contributions up to 3% of the employees’ compensation. Matching
contributions were approximately $4,200 and $3,900 in 2012 and 2011, respectively.

NOTE 10. LEASE COMMITMENT

The Society has entered into an operating lease agreement for the lease of office space having a remaining
term in excess of one year. Rent expense was approximately $29,000 and $27,000 in 2012 and 2011,
respectively. At December 31, 2012, the future minimum lease commitments are:

2013 $ 24,000
2014 27,000
2015 28,000
2016 28,000

§ 107,000
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