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JEFF HOFFMAN, CPA

1220 Kenwood Ave 407-645-4995 office
Winter Park, F13278% 407-718-3453 cell

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
International F.O.P. Association, Inc.
Oviedo, Florida

I have audited the accompanying statement of financial position of the International F.Q.P. Association, Inc.
(a nonprofit organization) as of December 31, 2012 and the related statements of activities, cash flows and
functional expenses for the year then ended and the related notes to the financial statements. The prior year
summarized comparative information has been detived from the Association’s 2011 audited 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
desigr, 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

My responsibility is to express an opinion on these financial statements based on my audit. I conducted the
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that I 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 auditor’s judgment, including the assessment of
the risks of material misstatement. In making those risk assessments I considered information relevant to the
entity in order to design audit procedures that were appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, I express no such
opimion. 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 statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit
opinion.



Opinion

In my opinion, the financial statements referred to above present fairly in all material respects the financial
position of The Intemational FOP Association, Inc. as of December 31, 2012 and the changes in net assets,
cash flows and functional expenses for the year ended in accordance with accounting principles generally

accepted in the United States of America.
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INTERNATIONAL F.O.P, ASSOCIATION, INC.

STATEMENT OF FINANCIAL POSITION

ASSBETS

Cash and cash equivalents
Contfributions receivable
Inierest receivable

Prepaid expenses
Certificates of deposit
Investments

Deposits on leased property
Property and equiprmeni, net

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Liabilities
Accrued expenses

Net assets

TOTAL LIABILITIES AND NET ASSETS

DECEMBER 31, 2012
{WITH COMPARATIVE TOTALS FOR 2011)

Temporarlly  Permanently Totals

Unrestricted Restricted Resfricted 2012 2011
$ 1,538,808 116,368 § 1,655,176 $ 1,366,876
22,185 22,185 10,044
470
2,201 2,201 3,103
25,000
217,999 217,999 168,000
950 a50 850
16,583 16,583 18,591
$ 1,798,726 116,368 $ 1915094 $ 1,591,034
$ 9,743 $ 9,743 % 12,166
1,788,983 116,368 1,805,351 1,578,868
$ 1,798,726 116,368 % 1,815,084 § 1,591,034

-3
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Revenue and public support

Contributions
Membership dues
Total contributions and dues

Special events
{Soods conftributed to events
Direct donor benefit costs
Other eveni expenses
Total special events net of expenses

Net assets released from restrictions
Investment income
Sales and service fees
Nen-operating gains

Total other

Contributed goods and services

Total revenue and public support

Expenses

Medical research
Public awareness
Education and support
Management and general
Fundraising

Total expenses

Change in net assets
Net assets, beginning of year

Net assets, end of year

INTERNATIONAL F.O.P. ASSOCIATION, INC.

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2012
{WITH COMPARATIVE TOTALS FOR 2011)

Temporarily Pemanently Totals
Unrestricted Restricted Restricted 2012 2011
5 169,185 % 143,953 § 313,138 § 457,420
7,100 7,100 4,800
176,285 143,953 320,238 462220
224,767 420,875 645,642 395,057
34,833 2,034 38,667 1,881
(15,165) (2,430) (17,595) (15,112)
(39,539) (26,903) (66,442) (6,803)
204,696 393,576 598,272 375,123
425,534 (425,534

9,471 9,471 11,784

2,182 2,162 1,451
6,160 6,160 (1,861)
443,327 {425,534) 17,793 11,374

4 389 4.389 2,282
828,697 111,995 940,602 850,990
420,248 420,248 462,298
18,810 18,610 20,333
37,851 37,851 44,863
72,818 72,818 115,538
654,682 64,682 51,509

614,209 614,209 694,641
214,488 111,995 326,483 158,358
1,574,495 4,373 1,578,868 1,422,510

$ 1,788,983 § 116,368 $ 1,805,351 % 1,578,868

See Notes fo Financial Statements
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INTERNATIONAL F.O.P. ASSOCIATION, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2012
(WITH COMPARATIVE TOTALS FOR 2011)

2012 2011
Cash flows froem operating activities
Change in net asseis $ 326,483 % 156,358
Adjustments to reconcile change in net assets to
net cash provided by operating activities:
Depreciation 6,958 6,547
Bonated stock included in contributions (10,670) {(482)
Unrealized {gains) losses on investments (6,160) 1,861
Changes in assets and liabilities:
Decrease (increase) in:
Contributions receivable (12,142) (2,239)
Consignment receivable 500
Interest receivable 470 651
Prepaid expenses 902 (2,334)
increase (decrease) in:
Accrued expenses (2.422) 208
Deferrred revenue (50,000)
Net cash provided by aperating activities 303,419 111,070
Cash flows from investing activities:

Purchase of property and equipment (4,951) (1,701)

Purchase of investmenis (39,265)

Proceeds from sale of investments 29,097 82,333
Net cash used in investing activities {15,119} 80,632
Net increase in cash 288,300 191,702
Cash at beginning of year 1,366,876 1,175,174
Cash at end of year 3 1,655,176 3 1,366,876

See Notes to Financial Statements
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INTERNATIONAL F.O.P. ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

NOTE 1 ~NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities - The International F.O.P. Association, Inc. (the IFOPA) is a 501(c)(3) not-for-
profit organization established in 1988 in the State of Florida. The IFOPA supports those afflicted
by the rare genetic condition Fibrodysplasia Ossificans Progressiva (FOP) and their families by
mstilling hope worldwide while searching for a cure. The IFOPA’s mission is fund research to find
a cure for FOP while supporting individuals and their families through education, public awareness
and advocacy.

A summary of the IFOPA’s significant accounting policies follows:

Basis of Accounting — The financial statements of the [FOPA are prepared on the accrual basis of
accounting and, accordingly, reflect receivables, payables, and other liabilities.

Financial Statement Presentation - The financial statements are prepared on the accrual basis of
accounting. The IFOPA has adopted Financial Accounting Standards Board FASB ASC 958-205,
Financial Statements of Not-for-Profit Organizations. Under FASB ASC 938-205, net assets,
revenues, expenses, gains and losses are classified based on the existence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Unrestricted net assets — Net assets not subject to donor-imposed stipulations.

Temporarily restricted net assets — Net assets subject to donor-imposed stipulations that may or
will be met either by action or the passage of time. When a donor stipulation 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 net assets — Net assets subject fo donor-imposed stipulations that are
maintained permanently.

Income Taxes — The IFOPA is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code (the Code) as a chantable organization whereby only unrelated business
income, as defined by Section 512(a)(1) of the Code, is subject to federal income tax. The IFOPA
is not considered to be a private foundation. Income which is not related to exempt purposes, less
applicable deductions, may be subject to federal corporate income taxes. For the year ended
December 31, 2012, the IFOPA has no such unrelated business income.



INTERNATIONAL F.O.P. ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

Cash Equivalents — Cash equivalents are highly liquid investments with a maturity of three months
or less.

Certificates of Deposit — Certificates of deposit with a maturity of more than three months.

Investments — Investments in debt and equity securities are carried at fair value. The cost assigned
to investments received by gift is the fair value at the date the gift is received. The net realized and
unrealized gains (losses) on investments are reflected in the statement of activities.

Property and Equipment — Property and equipment are stated at cost and are capitalized when cost
exceeds $500. Donated assets are capitalized at the estimated fair market value at date of receipt.
Depreciation is computed on the straight line method over the estimated useful lives of the assets,
which range from 3 to 7 years. The cost of maintenance and repairs is recorded as expense as
incurred; significant renewals and betterments are capitalized.

Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Contributed Goods and Services — Contributed goods are reflected as contributions in the statement
of activities at their estimated value at date of receipt. Contributed services are reflected in the
statement of activities at the fair value of the services received. The contributions of services are
recognized if the services received either (a) create or enhance nonfinancial assets or (b) require
specialized skills that are provided by individuals possessing those skills and would typically need
to be purchased if not provided.

Awards and Grants — Awards and grants are recorded as expense in the year for which they are
designated, with continuation subject to certain performance requirements.

Functional Allocation — The cost of providing the IFOPA’s various programs and supporting
services are summarized on a functional basis. Accordingly, certain costs have been allocated
among the programs and supporting services benefited.

Comparative Data — The financial statements include certain prior-year summarized financial
information in total but not by net asset class. Such information does not include sufficient detail to
constitute a presentation in conformity with accounting principles generally accepted in the United
State of America. Accordingly, such financial information should be read in conjunction with the
IFOPA’s financial statements for the year ended December 31, 2011 from which the summarized
financial information is derived.

_-3- '



INTERNATIONAL F.O.P. ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

Subsequent Events - Subsequent events have been evaluated through the date on the Auditor’s
Report, which is the date the financial statements were available to be issued.

NOTE 2 - INVESTMENTS

Investments are reported at fair market value of $217,998 at December 31, 2012. The cost basis of
these investments is $2253,339 at December 31, 2012.

NOTE 3 - PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2012, consist of the following:

Office equipment Useful Life - 7 years $ 30,460

Website ‘ Useful Life - 5 years 21,490

Less accumulated depreciation (35.367)
$16.583

Depreciation expense is $6,958 for the year ended December 31, 2012,
NOTE 4 — TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets at December 31, 2012 are available for the following purposes:

LILFE. Award $ 8,309
Medical Research 108.059
$116.368

NOTE 5 - FUNCTIONAL EXPENSES

Direct expenses are charged to program or support services based on specific identification.
Indirect expenses are allocated based on estimated salary costs required to perform various
functions and activities.



INTERNATIONAL F.O.P. ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

NOTE 6 - CONCENTRATIONS OF CREDIT RISK

During the ordinary course of business, the IFOPA’s cash and cash equivalents, and investment
balances may exceed FDIC and SIPC insurance limits. The accounts are closely monitored by
management. The IFOPA has not experienced any losses on such cash accounts and believes it is
not exposed to any significant credit risk on cash and cash equivalents.

NOTE 7 — RISKS AND UNCERTAINTIES

The IFOPA invests in various types of marketable securitics. Such investments are exposed to
various risks such as interest rate, market and credit risks. Due to the level of risk associated with
certain marketable securities, it is possible that changes in the values of these securities may occur
in the near term and that such changes could materially affect the amounts reported in the financial

statements.
NOTE § - LEASING ACTIVITIES

The IFOPA rents office space under an operating lease expiring on April 30, 2014. Rent expense is
$15,060 for 2012. Minimum lease payments for 2013 and 2014 are $15,759 and $5,304

respectively.
NOTE 9 - CONTRIBUTED GOODS AND SERVICES

Non-cash assets are donated to the IFOPA for the use in major special event fund raisers. These
items are used in auctions and drawings during the special events. The fair value of donated iterns
totals $36,667 for 2012. Auction and drawing proceeds total $79,244 for 2012.

The IFOPA receives donated services from many volunteers who assist in fundraising, education,

and various programs. No amounts are recognized in the financial statements since these services
do not meet the criteria for recognition as contributed services.

-10-



INTERNATIONAL F.O.P. ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2012

NOTE 10 - FAIR VALUE MEASUREMENT

The IFOPA has various investments reported in the accompanying statement of assets, liabilities
and net assets. FASB ASC 820-10-50-1 through 50-3 establishes a fair value hierarchy that
prioritizes the inputs to valuation techniques used to measure fair value. This hierarchy consists of
three broad levels which are:

Level 1: Financial assets and liabilities valued using Level 1 inputs are based on unadjusted quoted
market prices within active markets.

Level 2: Financial assets and liabilities valued using Level 2 inputs are based primarily on quoted
prices for similar assets or Habilities in active or inactive markets.

Level 3: Financial assets and liabilities valued using Level 3 inputs are primarily valued using
management’s judgment or estimation, since there is little, if any, market activity.

The schedule below details the level of the IFOPA’s financial investments.

Fair Value Measurements Using
Total Level 1 Level 2 Level 3
Equity securities $ 68,343 $68,343
Bond fund 149.655 $149.655
$217.998 $68.343 $149,655

-11-



