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MORRISON BROWN ARGIZ & FARRA, LLP
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
The Miami Lighthouse for the Blind
and Visually Impaired, Inc.

We have audited the accompanying statements of financial position of The Miami Lighthouse for the Blind
and Visuaily Impaired, Inc. (the “Lighthouse") as of December 31, 2009 and 2008, and the related statements
of activities, functional expenses and cash flows for the years then ended. These financial statements are the
responsibility of the Lighthouse’s management. 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 includes examining on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The Miami Lighthouse for the Blind and Visually Impaired, Inc. as of December 31, 2009 and 2008,
and the changes in its net assets and its cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

Miami, Florida
June 4, 2010

1004 Brickelt Bay Dyeve, 9th Floor, iMhas
FORT LAUDERDALE 301 Eas Lag Olhs Boulevar




THE MIAMI LIGHTHOUSE FOR THE BLIND

AND VISUALLY IMPAIRED, INC.

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31,

ASSETS 2009 2008
Cash and cash equivalents {inciuding cash held in investment

money funds of $1,145,269 and $1,970,563 at December 31,

2009 and 2008, respectively) $ 2,502,533 $ 2,602,459
Restricted cash 80,447 274,221
Accounts and interest receivable 198,482 276,454
Prepaid expenses and other asseis 68,534 67,076
Contributions receivable, net 419,736 1,196,895
Beneficial interest in irrevocable trusts 416,804 445,326
investment securities 10,023,472 6,997,668
Property and equipment, net 2,162,670 2.286.579

TOTAL ASSETS $ 15872678 § 14146676
LIABILITIES AND NET ASSETS
Accounts payable and accrued expenses $____470502 3 370,742
TOTAL LIABILITIES 470,502 370,742
Net assets:
Unrestricted (including quasi endowment of $10,109,373 and
$8,250,865 at December 31, 2009 and 2008, respectively) 13,167,509 10,868,771
Temporarily restricted 1,108,377 1,780,873
Permanently restricted 1,126,290 1,126,290
TOTAL NET ASSETS 15,402,176 13,775,934
TOTAL LIABILITIES AND NET ASSETS $ 15872678 $ 14,146,676

The accompanying notes are an integral part of these financial statements.
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31,

2009

2008

CASH FLOWS FROM OPERATING ACTIVITIES:

§ (1.712.512)

Changes in net assets § 1626242
Adjustments to reconcile changes in net assets
to net cash provided by operating activities:

Depreciation 309,948 374,897
Change in beneficial interest in irrevocable trusts (49,827) (83,018)
Realized losses {gains) on investments 283,695 (1,124,354)
Unrealized (gains) losses on investments (1,511,269) 3,189,189
Gain on sale of vehicles (5,500} -
Bad debt expense 46,406 121,235
Decrease (increase) in assels:
Accounts and interest receivable 77,972 30,807
Prepaid expenses and other assets (1,458) (23,194)
Contributions receivable, net 730,753 {418,878)
Due from Estates/Trusts - 35,000
Beneficial interest in irrevocable trusts 78,349 288,933
Increase in liabilities:
Accounts payable and accrued expenses 99,760 174,308
TOTAL ADJUSTMENTS 58,827 2,544 925
NET CASH PROVIDED BY
OPERATING ACTIVITIES 1,685,069 832,413
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment {180,537) (369,874)
Proceeds from sale and maturity of investment securities 400,000 713,531
Purchases of investment securities {2,198,232) (661,860)
Restricted contributions received 193,774 {81,630)
NET CASH USED IN
INVESTING ACTIVITIES {1,784 995) (399.833)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (99,926) 432,580
CASH AND CASH EQUIVALENTS — BEGINNING OF YEAR 2,602,459 2,169,879
CASH AND CASH EQUIVALENTS — END OF YEAR $ 2502533 $ 2602459

The accompanying notes are an integral part of these financial statements.
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization

The Miami Lighthouse for the Blind and Visually Impaired, Inc. {the “Lighthouse™) is a nonprofit corporation
established under the laws of the State of Florida. The mission of the Lighthouse is to provide vision rehabilitation
and eye health services that promote independence, to educate professionals, and to conduct research in related
fields. Services are provided in both Miami-Dade County and Monroe County. Funding for these programs is
made possible by government contracts, contributions from individuals, foundations and corporate support.

FASB Accounting Standards Codification

On July 1, 2009, the Financial Accounting Standards Board (*FASB") issued “The FASB Accounting Standards
Codification and the Hierarchy of Generally Accepted Accounting Principles,” which establishes the FASB
Accounting Standards Codification (the "ASC") as the source of authoritative principles recognized by the FASB
to be applied by nongovernmental entities in the preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America ("GAAP"). This standard is effective for financial
statements issued for interim and annual periods ending after September 15, 2009.

Basis of Presentation

The financial statements have been prepared on the accrual basis of accounting. Grants are considered
exchange transactions and are recorded as unrestricted revenue when earned.

Net assets, revenue, gains and losses are classified into three classes of net assets based on the existence or
absence of donor-imposed restrictions. In addition, the Lighthouse is required to present a statement of cash
flows. The three net asset categories are reflected in the accompanying financial statements as follows:

. Unrestricted net assets consist of net assets that are neither permanently nor temporarily
restricted by donor-imposed stipulations.

. Temporarily restricted net assets represent net assets with a donor-imposed restriction that is
satisfied either by the passage of time or by actions of the Lighthouse.

. Permanently restricted net assets result primarily from contributions and other inflows of
assets whose use by the Lighthouse is limited by donor-imposed stipulations that neither
expire by the passage of time nor can be fulfilled or otherwise removed by actions of the
Lighthouse,

Cash and Cash Equivalents

Cash and cash equivalents include short-term, highly liquid investments with original maturities of 90 days or
less.

Restricted Cash

Restricted cash consists of cash limited in use by donor or contract imposed restrictions.

Contributions Receivable, Net

Contributions receivable are accounted for at the present value of estimated future cash flows. During the year
ended December 31, 2009, a discount rate of 6% was used based on management’'s estimate of its borrowing
base during the fiscal year. During the year ended December 31, 2008, a discount rate of 2% was used based on
the average interest rate of ten-year treasury notes during the fiscal year. The discounted future cash flows
approximates fair value.




THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC,

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2002 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Contributions

The Lighthouse follows the provisions of an accounting standard where contributions are recognized when the
donor makes a promise to give to the Lighthouse that is, in substance, unconditional. All other donor-restricted
contributions are reported as increases in temporarily or permanently restricted net assets depending on the
nature of the restrictions. When a restriction expires, temporarily restricted net assets are transferred to
unrestricted net assets. The Lighthouse accounts for temporarily restricted contributions for which the restrictions
are met in the same reporting pericd as they are received as unrestricted support.

Split-Interest Agreements

The Lighthouse is the remainder beneficiary of various charitable remainder and charitable annuity trusts. Trust
assets are stated at fair market value. Liabilities are determined using Internal Revenue Service actuarial
assumptions, discounted using the applicable federal rate in effect at the date of the gift.

A contribution is recorded at the time of the gift as the difference between the fair value of the assets received
and the liabilities incurred in the exchange portion of the agreement for these frrevocable transfers of assets. The
assets related to these trusts are separately identified in the accompanying statements of financial position as
“Beneficial interest in irrevocable trusts.”

Investment Securities

The Lighthouse reports its investments under an accounting standard where a not-for-profit organization is
required to report investments in equity securities with readily determinable fair values and all investments in debt
securities at fair value, with realized and unrealized gains and losses included in the statements of activities. The
fair value of marketable securities is determined by quoted market prices.

Property and Equipment, Net

Property and equipment are stated at cost or, if donated, at fair market vaiue at the date of donation, Depreciation
is computed using the straight-line method over the estimated useful fives of the assets.

Useful lives are as follows:

Building and improvements 20 - 38 years
Furniture and equipment 5 - 10 years
Automotive eguipment 3 years

Concentrations of Credit Risk

Financial instruments, which potentiatly subject the Lighthouse to concentrations of credit risk, consist primarily of
cash and cash equivalents maintained in financial institutions in excess of the FDIC insured limit of $250,000.
Although cash balances may exceed federally insured fimits at times during the year, the Lighthouse has not
experienced and does not expect to incur any losses in such accounts.

Management Estimates

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

those estimates.




THE MIAM! LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

The Lighthouse is exempt from federal income taxes under Section 501{c)(3) of the Internal Revenue Code
whereby only unrelated business income, as defined by Section 509(a)(1} of the Code, is subject o federal
income tax. The Lighthouse currently has no unrelated business income. Accordingly, the accompanying financial
statements reflect no income taxes.

Uncertainty in Income Taxes

Under an accounting standard, an organization must recognize the tax benefit associated with tax taken for tax
retum purposes when it is more likely than not the position will be sustained. The implementation of this
accounting standard had no impact on the Lighthouse's financial statements. The Lighthouse does not believe
there are any material uncertain tax positions and, accordingly, it will not recognize any liability for unrecognized
tax benefits. No interest or penalties were accrued as of January 1, 2008, as a result of the adoption of the
accounting standard. For the year ended December 31, 2008 there were no interest or penalties recorded or
included in the financial statements.

Functional Aflocation of Expenses

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

Reclassifications

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

Adoption of Accounting Pronouncements

Fair Value Measurements

On January 1, 2008, the Lighthouse adopted the provisions of an accounting standard on the fair value
measurements of financial assets and financial liabilities and for fair value measurements of nonfinancial items
that are recognized or disclosed at fair value in the financial statements on a recurring basis, The standard
defines fair value and also establishes a framework for measuring fair value and expands disclosures about fair
value measurements (NOTE 3).

in February 2008, the FASB issued guidance which excludes accounting for leases and certain other accounting
pronouncements that address fair value measurements from the scope of the accounting standard. The effective
date of the accounting standard was delayed until fiscal years beginning after November 15, 2008 for all
nonfinancial assets and nonfinancial liabilities that are recognized or disclosed at fair value in the financial
statements on a nonrecurring basis.

In April 2009, the FASB issued guidance which provides guidelines for making fair values measurements more
consistent with the principles presented in the original standard. The guidance is effective for interim and annual
periods ending after June 15, 2009, with early adoption permitted for periods ending after March 15, 2009. The
adoption of this guidance did not have an effect on the Lighthouse’s financial statements.

Subsequent Events

In May 2009, the FASB issued an accounting standard which establishes general standards of accounting for and
disclosure of events that occur after the balance sheet date but before financial statements are issued or are
available o be issued. The standard was adopted for the year ended December 31, 2009. The adoption did not
have a material impact on the Lighthouse's financial statements. The Lighthouse has evaluated subsequent
events through June 4, 2010, which is the date the financial statements were available to be issued.

-9




THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DeCeEMBER 31, 2009 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Adoption of Accounting Pronouncements (continued)

Net Asset Classification of Funds

In February 2008, the FASB issued authoritative guidance on the net classification of donor-restricted endowment
funds for a not-for-profit that is subject to an enacted version of the Uniform Prudent Management of Institutional
Funds Act (“UPMIFA”™) of 2006. As of May 19, 2010, the state of Florida had not adopted the enacted version of
UPMIFA, This guidance improves disclosures about an organization's endowment funds (both donor-restricted
and board designated) whether or not the organization is subject to UPMIFA. Exempt organizations are required
to follow the laws and regulations of the Florida Uniform Management of Institutional Funds Act ("FUMIFA”).

in initially applying the guidance, the Organization shall report any resulting net asset reclassifications in a
separate line item within the Organization’s Statement of Activities for that period. If the Organization applies the
provisions of this guidance subsequent to the period in which UPMIFA is first effective, the reclassification shall
be reported in those financial statements in the earliest comparative period presented for which UPMIFA was
effective. If the period in which UPMIFA first became effective is not presented, the effects of the reclassification
shall be reported retrospectively in the earliest period presented. The provisions of this guidance shall be
effective for fiscal years ending after December 15, 2008 and have been adopted by the Lighthouse (NOTE 9).

The Fair Value Option for Financial Assets and Financial Liabilities

In February 2007, the FASB issued an accounting standard on the fair value option for financial assets and
financial labilities. The standard gives the Organization the irrevocable optien to carry most financial assets and
liabilities at fair value that are not currently required to be measured at fair value. If the fair value option is
elected, changes in fair value wouid be recorded in eamings at each subsequent reporting date. The standard
was effective for the Lighthouse's 2009 fiscal year. The adoption of this statement did not have a material effect
on the Lighthouse's financial statements.

Recent Accounting Pronouncement

Not-for-Profit Entities: Mergers and Acquisitions

In April 2008, the FASB issued an accounting standard on not-for-profit entities mergers and acquisitions. The
standard provides guidance on accounting for a not-for-profit's combination with one or more other not-for-profit
entities, businesses, or non-profit activities. The standard also makes accounting for goodwill and other intangible
assets applicable to not-for-profit entities. The standard is to be applied prospectively with early application
prohibited and is effective for fiscal years beginning on or after December 15, 2009. The Lighthouse does not
believe this standard will have a material effect on the financial statements.

INVESTMENT SECURITIES

Fair values of investment securities at December 31, 2009 and 2008 are summarized as follows:

2009 2008
Equity securities $ 4955213 $ 2,905,241
Fixed income 4,084,072 3,824,744
Real estate funds 327,176 174,665
Commodities funds 657,011 93.018

$ 10023472 §  6.997.666

-10-



THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DeECEMBER 31, 2009 AnD 2008

INVESTMENT SECURITIES (CONTINUED)

The Lighthouse’s investment income (Joss), including income earned on cash deposits, consisted of the following
for the years ended December 31:

2009 2008
Net realized (losses) gains 5 (283,695 $ 1,124,354
Net unrealized gains (losses) 1,511,269 (3,189,189)
interest and dividends 313.030 293673

§_.1.640.604 § (1.771,162)
FAIR VALUE MEASUREMENTS

The FASB established a framework for measuring fair value. That framework provides a fair value hierarchy that
prioritizes the inputs of vatuation 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 measurements) and the
jowest priority to unobservable inputs (Level 3 measurements).

The three levels of the fair value hierarchy are described as follows:

+ Level 1 inputs fo the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets that the Lighthouse has the ability to access.
» Level 2 Inputs to the valuation methodology include:
» quoted prices for similar assets or liabilities in active markets;
» guoted prices for identical or similar assets or liabilities in inactive markets;
= inputs other than quoted prices that are observable for the asset or liability;
» inputs that are derived principally from or corroborated by observable market data by
correlation or other means.
If the asset or liability has a specified (contractual) term, the level 2 input must be observable for
substantially the full term of the asset or liability.
e Level 3 Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s 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, 2008.

ltems Measured at Fair Vaiue on a Recurring Basis

The Equity Portfolio consists of equity securities and mutual funds managed primarily through investments held
by independent investment advisors with discretionary investment authority. Equity securities consist primarily .of
common stocks. Equity Portfolio investments are valued at the closing price reported in the active market in
which the individual securities are traded.

The Fixed Income Porifolic consists of investments in securities issued by the U.S. Treasury and corporate bonds
through independent investment advisors. These investments are valued at the ciosing price reported in the
active market in which the individual securities are traded.

The Real Estate Investment Fund Portfolio invests in equity securities of real estate companies and real estate
related companies. These investments are valued at the closing price reported in the active market in which the
individual securities are traded. Certain of these funds are traded at net asset value, which approximates fair

vaiue.

-11-



THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

FAIR VALUE MEASUREMENTS (CONTINUED)

ltems Measured at Fair Value on a Recurring Basis (continued)

The Commedities Investment Portfolio invests in commodity instruments backed by a portfolio of fixed-income
securities. These investments are valued at their current market value determined on the basis of guotations.
Certain of these funds are traded at net asset value, which approximates fair value.

Investments held in trust are recorded based on the quoted market prices for the underlying investments, less
expected payouts to other beneficiaries over the life of the trust as discounted to present value. This value is
considered to approximate fair value.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Lighthouse 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.

The following table represents the Lighthouse’s financial instruments measured at fair value on a recurring basis
at December 31, 2009 for each of the fair value hierarchy levels:

Fair Value Measurement at December 31, 2009
Quoted Prices

in Active Significant Other Significant Other
Markets for Observable Unobservable
{identical Assets Inputs Inputs
Description 12131109 {Level 1) {Level 2} {Level 3)
Assets:
investment securities:
Equity $ 4,955,213 $ 49855213 § - 3 -
Fixed income 4,084,072 4,084,072 - -
Real estate funds 327,176 327,176 - -
Commuodities funds 657,011 657,011 - -
Total investment securities 10,023,472 10,023,472 - -
Investments held in trust 416,804 416,804 - -
$ 10440276 $.__ 10440276 § - $ .

The following table represents the Lighthouse's financial instruments measured at fair value on a recurring basis
at December 31, 2008 for each of the fair value hierarchy levels:

Fair Value Measurement at December 31, 2008
Quoted Prices

In Active Significant Other Significant Other
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Description 12/31/08 {Level 1) (Level 2} {Level 3}
Assets:
Investment securifies:
Equity $ 2,905,241 3 2905241 § - $ -
Fixed income 3,824,744 3,824,744 - -
Real estate funds 174,665 174,865 - -
Commodities funds 93,016 93,016 - -
Tota! investment securities 6,997 666 6,097 666 - -
Investments heid in trust 445 326 445 326 - -
$ 7442992 § 7442992 §$ - 8 -
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

FAIR VALUE MEASUREMENTS (CONTINUED)

items Measured at Fair Value on a Nonrecurring Basis

The fair value of contributions receivable is estimated by discounting the future cash flows using a discount rate
applied to expected future cash flows from estimated collections.

Fair Value Measurement at December 31, 2009
Quoted Prices

In Active Significant Other Significant Other
Markets for Observable Unobservable
ldentical Assets Inputs Inputs
Description 12/31/09 {Level 1} (Level 2} {Level 3)
Contributions receivable L3 419736 % - 3 - $ 419,736

There were no financial liabilities measured at fair value on a recurring or non-recurring basis at December 31,
2009 and 2008.

GRANT FUNDING

The Lighthouse receives funding from the U.S. Department of Education passed through the State of Fiorida
Division of Blind Services to provide rehabilitative services to visually impaired individuals, Funding is based on a
budgeted formula. The contract under which funds are received may be terminated upon a 30-day written notice
by either party and is subject to funds being available to the grantor.

The Lighthouse participates in a number of government-assisted grant programs which are subject o financial
and compliance audits by the granting agency. The financial statements do not include any adjustments for
disaliowed costs which may result from audits performed by the granting agencies. Management believes that no
material liability will result from any such audits.

CONTRIBUTIONS RECEIVABLE, NET

Contributions receivable are expected to be realized in the following periods:

2009 2008
2009 3 - $ 597,000
2010 218,388 477,311
2011 156,202 93,500
2012 49,775 29,978
2013 31,400 29,248
Thereafter 46.000 80,000
Total 501,776 1,307,037
Less allowance for estimated
uncollectible contributions (25,089) {65,352)
Less present value discount (56,951) . {44.790)

At December 31, 2008, one donor accounted for 57% and 37% of contributions receivable and contributions
revenue, respectively. There were no donor concentrations at December 31, 2008.

13-



THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

6. PROPERTY AND EQUIPMENT, NET

Property and equipment consists of the following at December 31,

2009 2008
Land 3 168,641 $ 168,841
Building and improvements 4,883,275 4,736,885
Furniture and equipment 850,234 724 462
Automotive equipment 350,122 403,610
Total 6,252,272 6,033,588
Less accumulated depreciation {4,089,602) (3.747.019)

$_2162670 § 2286579

During 2008, the Lighthouse purchased real property located in Miami, Florida at a cost of $72,000. Such amount
has been included in building and improvements. During 2008, the Lighthouse sold three vehicles for a total gain
amounting to $5,500.

Total depreciation expense for the years ended December 31, 2009 and 2008 was $308,946 and $374,897,
respectively,

7. TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets consist of assets which have been restricted by the donor either as to the
purpose or the passage of time. As of December 31, 2009 and 2008, there were $1,108,377 and §1,780,873,
respectively, of temporarily restricted net assets held by the Lighthouse.

The restricted net assets relate to various contributions received or receivable that are designated for use in
certain music expenditures and charitable remainder trusts which have designated the Lighthouse as beneficiary.
In addition, there is a multi-year contribution for the children's program which is restricted to funding certain

expenditures.

Bescription 2009 2008
Unconditional promises to give:

Temporarily restricted as to time 3 391,573 $ 605,998
Temporarily restricted as to purpose 300,000 729,549
Beneficial interest in irrevocable trusts 416,804 445 326

$ 1108377 £ 1.780.873
8. PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets are restricted to investment in perpetuity, the income of which is expendable to
support the children’s program. As of December 31, 2009 and 2008, permanently restricted net assets amounted
to $1,126,290, respectively.

Description 2009 _2008
Permanently restricted as to purpose $ 1,022,698 $ 1,022,698
Heiken endowment fund 103,592 103,582

£ 1126290 $ 1.126.290
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DecCeMBER 31, 2009 AND 2008

ENDOWMENTS

The Lighthouse's endowment consists of individual funds established for a variety of purposes. Its endowment
includes both donor-restricted endowment funds and funds designated by the Board of Directors to function as
endowments. Although these board designated funds are inciuded in unrestricted net assets, management and
the board of directors segregated these funds so that the principal is designated not to be expended without
board approval. As required by accounting principles generally accepted in the United States of America, net
assets associated with endowment funds, including funds designated by the Board of Directors to function as
endowments, are classified and reported based on the existence or absence of donor-imposed restrictions.

interpretation of Relevant Law

The Board of Directors of the Lighthouse has interpreted the Uniform Prudent Management of Institutional Funds
Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation, the
Lighthouse classifies as permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument at the time
the accumulation is added to the fund. The remaining portion of the donor-restricted endowment fund that is not
classified in permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by the Lighthouse in a manner consistent with the standard of
prudence prescribed by UPMIFA. In accordance with UPMIFA, the Lighthouse considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Lighthouse and the donor-restricted endewment fund
(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 Lighthouse

(7 The investment policies of the Lighthouse.

For the years ended December 31, 2009 and 2008, the Lighthouse has elected not to add appreciation for cost of
living or other spending policies to its permanently restricted endowment for Inflation and other economic

conditions.
Summary of Endowment Assets:

Endowment assets are invested as foliows at December 31,

2009 2008
Equity securities $ 4955112 § 2,905,087
Fixed income securities 4,084,072 3,824,744
Real estate 327,176 174,666
Commodities 657,011 93,016
Cash and short term investmenis
1,225,715 2,244,784

(included in "cash and cash equivalents”)

$ 11.249.086

9,242,297




THE MIAM! LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

ENDOWMENTS (CONTINUED)

Summary of Endowment Assets at December 31, 2009:

Temporarily  Permanently
Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ - E] - $ 1,139713 $ 1,139,713
Board-designated endowment funds 10,109,373 - - 10,109,373
Total endowment net assets $10.109373 $ - $ 1139713 $ 11,249,086

Summary of Endowment Assets at December 31, 2008:

Temporarily

Permanently

Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ - $ - $ 991432 991,432
Board-designated endowment funds 8,250,865 - - 8,250,865
Total endowment net assets $ 8250865 § - $§ 991432 § 9242297
Changes in endowment net assets as of December 31, 2009:
Temporarily  Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, beginning $ 8,250,865 § - $ 091,432 § 9242297
investment change 1,085,259 - 157,436 1,242,695
Contributions 1,208,384 - - 1,206,384
Released from restriction {(400,000) . - (400,000}
Investment fees {(33,135) - {9.155) (42,290)
Endowment net assets, ending $10,1098.373 & - $ 1139713 $ 11.249.086
Changes in endowment net assets as of December 31, 2008:
Temporarily  Permanently
Unrestricted Restricted Restricted Total
Endowment net assets, beginning $ 9,704,273 $ - $ 1,287,342 $ 10,991,615
Investment change (1,554,369) - {286,407) (1,840,776)
Contributions 959,335 - - 958,335
Released from restriction (800,000) - - {(800,000)
investment fees (58.374) - {9,503) {67.877)
Endowment net assets, ending $ 8250865 § - $ 991432 $ 9,242297
2009 2008
Permanently Restricted Net Assets:
The portion of perpetual endowment funds that is
required to be retained permanently either by
explicit donor stipulation or by UPMIFA $ 1126280 3 1,126,290
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VIiSUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AnD 2008

ENDOWMENTS (CONTINUED)

10.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor restricted endowment funds may fall
below the level that the donor or UPMIFA requires the Lighthouse to retain as a fund of perpetual duration. As of
December 31, 2009 and 2008, the fair market value of permanently restricted investments totaled $1,139,713
and $991 432, respectively. In accordance with generally accepted accounting principles in the United States of
America, deficiencies of this nature that are reported in unrestricted net assets were $0 and $134,858 as of
December 31, 2009 and 2008, respectively. The prior year deficiencies have been recorded as unrestricted
expenses and are due to the permanently restricted net assets. These deficiencies resulted from unfavorable
market fluctuations that occurred shortly afler the investment of new permanently restricted contributions and
continued appropriation for certain programs that was deemed prudent by the Board of Directors.

Return Objectives and Risk Parameters

The Lighthouse has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the purchasing
power of the endowment assets, Endowment assets include those assets of donor-restricted funds that the
Lighthouse must hold in perpetuity or for a donor-specified period(s) as well as board-designated funds. Under
this policy, as approved by the Board of Directors, the endowment assets are invested in a manner that is
intended to produce results that exceed the price and yield results of the S&P 500 index while assuming a
moderate level of investment risk. The Lighthouse expects its endowment funds, over time, to provide a rate of
return of in excess of the original permanently restricted principal. Actual returns in any given year may vary.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Lighthouse relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Lighthouse targets a diversified asset allocation that places a greater emphasis on
equity-based investments to achieve its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Lighthouse has a policy of appropriating for distribution each year 5 percent of its endowment fund's average
fair value over the prior 12 quarters through the calendar year-end preceding the fiscal year in which the
distribution is planned. In establishing this policy, the Lighthouse considered the long-term expected return on its
endowment. Accordingly, over the long ferm, the Lighthouse expects the current spending policy to allow its
endowment to grow,

BENEFICIAL INTEREST IN {RREVOCABLE TRUSTS

At December 31, 2009 and 2008, the discounted net present value of the beneficial interest in irrevocable trusts
totaled $416,804 and $445,326, respectively. The components of the irrevocable trusts are as follows:

Prior to January 1, 2004, the Lighthouse became aware that it was named in two irrevocable frusts as a 50%
remainder beneficiary. The trusts were set up to pay income from the trust to its lifetime beneficiaries until they
pass away. Upon death of the lifetime beneficiaries, the Lighthouse will receive the remaining principal and
accumulated interest remaining in the trusts. The trust holds investments including fixed income and equities. At
December 31, 2009 and 2008, the Lighthouse's beneficial interest in these irrevocable trusts totaled $192,179

and $159,219, respectively.
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THE MIAMI LIGHTHOUSE FOR THE BLIND
AND VISUALLY IMPAIRED, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

BENEFICIAL INTEREST IN IRREVOCABLE TRUSTS (CONTINUED)

1.

In November 2007, the Lighthouse was notified that it was named in an irrevocable trust and Estate as a 1/7th
beneficiary. The terms of the trust states that the residuary trust will disburse 1/7th of its value for the first year,
1/6th of its value in the second year and consequentially for the next seven years. At December 31, 2009 and
2008, the Lighthouse’s beneficial inferest in this irrevocable trust totaled $206,049 and $267,531, respectively.

The change in the estimated value of the beneficial interest during the years ended December 31, 2009 and
2008, totaled $48,827 and $83,018, respectively, which is reflected as ‘Change in beneficial interest in
irrevocable trusts” in the Statements of Activities and is considered temporarily restricted.

COMMITMENTS

Employment Agreement

During the year ended December 31, 2008, The Lighthouse entered into an employment agreement with its
Executive Director. The agreement is in effect through May 31, 2013. This agreement includes an agreed-upon
salary package. The contract includes a 60 day cancellation clause, which requires the Lighthouse to fulfill the
contract in the event of termination,
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