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March 6, 2009

Board of Directors
Mission Hospice of San Mateo County
San Mateo, California

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial position of Mission Hospice
of San Mateo County as of December 31, 2008, and the related statements of activities,
functional expenses, and of cash flows for the year then ended. These financial
statements are the responsibility of the organization's management. Our responsibility is
to express an opinion on these financial statements based on our audit. The prior year
summarized comparative information has been derived from the Mission Hospice of
San Mateo County's December 31, 2007 financial statements and, in our report dated
March 31, 2008 we expressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects. the financial position of Mission Hospice of San Mateo County, as of
December 31, 2008, and the changes in its net assets and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the United
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MISSION HOSPICE OF SAN MATEO COUNTY
COMBINED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

Total Total
2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ (289,109) $ 317,175
Adjustments to Reconcile Net Revenue and Support
to Cash Provided by Operating Activities:
Unrealized (Gain) / Loss on Investments (Note E) 98,237 (752)
(Gain)/Loss on Disposal of Assets (5,063} 15,918
Depreciation (Note F) 51,197 48,434
(Increase) / Decrease in Assets:
Accounts Receivable (1,502) (21,295)
Prepaid Expenses 14,872 (29,956)
Assets Reserved for Unemployment Claims - 3,233
Deposits (5,468) 7,304
Increase / (Decrease) in Liabilities:
Accounts Payable (20,019) 10,805
Accrued Payroll Expenses 39,136 21,430
Liability for Unemployment Claims - (3,233)
Total Adjustments 171,390 51,888
Net Cash Provided (Used) By Operating Activities: (117,719) 369,063
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Property and Equipment (113,934) (113,125)
Purchase of Investments (907,386) (115,948)
Proceeds from Sale of Investments 48,616 -
Net Cash Provided (Used) By Investing Activities: (972,704) (229,073)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Capital Lease Payable 56,446 -
Payments made on Capital Lease, less interest of $6,219 (7,213) (3,634)
Other financing activities, software payable obligation - 85127
Payments made on software obligation, less interest of $0 - (4,729)
Net Cash Provided (Used) By Financing Activities: 49,233 76,763
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS (1,041,189) 216,753
CASH AND CASH EQUIVALENTS, Beginning of year 1,783,716 1,566,963
CASH AND CASH EQUIVALENTS, End of year 3 742,527 $ 1,783,716
SUPPLEMENTAL INFORMATION:
Interest Paid $ 8,197 % 16,797

See Notes to Financial Statements



MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Mission Hospice of San Mateo County, (the Organization) is a nonprofit, nonsectarian
charitable organization whose purpose is to provide, facilitate and coordinate physical,
emotional, social and spiritual care for the terminally ill in San Mateo County. The
organization is supported primarily through donor contributions, government and private fees
for service.

Description of Major Programs

Hospice Programs: Provides, facilitates, and coordinates physical, emotional, social and
spiritual care for terminally-ill patients and their families in San Mateo County. The program
also educates professionals, those who give hospice care, and the public in the methods
most effective in providing hospice care. Trained staff and volunteers provide ali services
given to the patients, families, or members of the community.

Management and General: Includes functions necessary to maintain an equitable
employment program and ensure an adequate working environment. It provides for the
coordination and articulation of the Organization's program strategy; secures proper
administrative functioning of the Board of Directors, maintains competent legal services for
the program administration of the Organization, and manages the financial and budgetary
responsibilities of the Organization.

Fundraising and Development: Provides the structure necessary to encourage and secure
private financial support from individuals, foundations, and corporations.

Basis of Accounting and Reporting

Accounting Method: The Organization maintains its records on the accrual basis of
accounting.

Accounting and Reporting in Accordance with SFAS 116 and 117: The Organization reports
contributions of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the asset contributed. When a donor restriction expires, that
is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement
of activities as net assets released from restrictions. In accordance with SFAS 117, the
Organization reports information regarding its financial position and activities according to
three classes of net assets: Unrestricted, Temporarily Restricted and Permanently Restricted.




MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of Accounting and Reporting — (Continued)

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, liabilities, net assets, and revenues
and expenses for the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash is defined as cash in demand deposit accounts as well as cash on hand. Cash
equivalents are short term, highly liquid investments that are readily convertible to known
amounts of cash and investments so near their maturity that the risk of changes in value due
to changes in interest rates is negligible. These are generally investments with maturity dates
within three months of their acquisition date. Not included as cash equivalents are funds
restricted as to their use, regardless of liquidity or the maturity dates of investments.

Accounting in Accordance with SFAS 124

In accordance with FASB 124, the Organization reports investments in marketable securities
at their fair value as of December 31, 2008. As further discussed in Note E the Organization
determines the fair value of investments by obtaining the market price per share or unit at
year end. Any unrealized gains or losses are included in the change in net assets.




MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE A - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of Accounting and Reporting — (Continued)

Fair Values of Financial Instruments

The following methods and assumptions were used to estimate the fair value of financial
instruments:

Cash and cash equivalents: The carrying amount reported in the balance sheet for cash
and cash equivalents approximates its fair value.

Accounts receivable and accounts payable: The carrying amounts of accounts receivable
and accounts payable in the balance sheet approximates fair value.

Investments: The estimated fair value of investments has been determined by the
Organization using available market data and appropriate methodologies. All of the
investments are maintained with a major financial institution.

Lease obligation: The carrying value of the Organization's debt approximates fair value
because of the variable nature of market interest rates.

Concentration of Credit Risk

Financial instruments that potentially subject the Organization to concentrations of credit risk
consist principally of uninsured cash balances. The Organization places its cash deposits
with high-credit quality financial institutions. At times, balances in the Organization's cash
accounts may exceed the Federal Deposit Insurance Corporation (FDIC) limit of $250,000.
At December 31, 2008, balances above the insured limits were approximately $6,702.

Concentration of Revenue Sources

During the year ended December 31, 2008, the Organization had one major revenue source
(Medicare) that accounted for approximately 79% of the total revenue of the Organization.

Prepaid Expenses

Prepaid expense balances are calculated and adjusted at year end to properly charge funds
in the period benefited.



MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property and Equipment

The Organization policy is to capitalize assets with a unit cost of $1,000 or greater. The
Organization records purchased property and equipment at cost, and donated fixed assets at
fair market value on the date received.

As further discussed in Note F, property and equipment is depreciated by the straight-line
method over the estimated useful lives of the respective assets which range from five to ten
years.

Capital Lease Obligation

As further discussed in Notes F and G, the Organization’s capital lease obligation consists of
a copier lease that had an initial term of 60 months with a maturity date of August 2013. The
organization amortized the obligation over the term of the lease.

Accrued Vacation and Sick Leave Benefits

Employee vacation benefits earned, but not used, are recognized as liabilities of the
Organization, and are recorded in the program funds for which each employee works.

Sick leave benefits are earned and accumulated for each employee. However, accumulated
sick leave benefits are not recognized as liabilities of the Organization because the payment
of such benefits is not probable or estimable.

Advertising

The Organization uses advertising to promote its programs about the audiences it serves.
The production costs of advertising are expensed as incurred. During 2008, advertising costs
totaled $15.637.

Functional Allocation of Expenses

Certain expenses are allocated to various program and support services in accordance with
the Organization’s cost allocation plan which utilizes statistical methods as determined by
management.

Bad Debt Expense
The Organization uses the direct write-off method for expensing bad debts.




MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE A — GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Allocation of Expenses

Certain administrative support expenses are allocated to the operating programs based upon
OMB Circular A-122 simplified allocation method.

Donated Assets and Services

Donated marketable securities and other noncash donations are recorded as contribution at
their estimated fair values at the date of donation. Donated services are recognized as
contributions in accordance with SFAS No. 116 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.

Income Taxes

The Organization has received tax exempt status under Section 501 (c) (3) of the Internal
Revenue Code, and Section 23701 (d) of the California Revenue and Taxation Code.
However, income from certain activities not directly related to the Organization's tax-exempt
purpose is subject to taxation as unrelated business income.

Summarized Information for 2007

The financial statements include certain prior year summarized comparative 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 States of America. Accordingly, such information should be read in conjunction with
the Organization’s financial statements for the year ended December 31, 2007, from which
the summarized information was obtained.

NOTE B - TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are part of the net assets of the Organization resulting from
contributions and other inflows of assets whose use by the Organization is limited by donor
imposed stipulations that either expire by passage of time or can be fulfilled and removed by
actions of the Organization pursuant to those stipulations.

10



MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE B - TEMPORARILY RESTRICTED NET ASSETS — (Continued)

At December 31, 2008, temporarily restricted assets available for future use are as follows:

Bereavement Services $ 8,925
Community Outreach 19,787
Other programs 14,556

Total Temporarily Restricted Net Assets $ 43,268

NOTE C — PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets consist of the Endowment Fund of the Organization. The
Organization will receive and place in this fund gifts designated by the donor for endowment
purposes. Only income from investments thereof may be expended either for general
purposes or purposes restricted by the donor. Total direct endowments received for
December 31, 2008 were $1,150.

NOTE D - NET ASSETS RELEASED FROM DONOR RESTRICTIONS

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purposes or by occurrence of other events specified by donors. For the year ended
December 31, 2008, net assets released from donor restrictions were as follows:

Bereavement $ 7,982
Community Outreach 39,285
Transitions 32,500
Home Health Aide 10,444
Auxillary Fund 2437

Total Net Assets Released from Donor Restrictions 3 92,648

11



MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE E — INVESTMENTS

At December 31, 2008, the Organization’s investment balance consisted of the following:

Original Market

Cost Value
Securities $ 35,136 $ 28,186
Closed End Funds 499 639 412,313
Certificates of Deposits 468,972 468,972
Total $ 1,003,747 % 909,471

Realized Current Year's

Gain / (Loss) Unrealized Total
Interest & on Sale of Gain / (Loss) Return on
Dividends Investments on Investments Investment
Securities $ 760 % - $ (10,910) $ (10,150)
Closed End Funds 8,719 - (87,327) (78,608)
Certificates of Deposits 8.555 - - 8,555
Total: $ 18,034 $ - $ (98,237) $ (80,203)

NOTE F - PROPERTY AND EQUIPMENT

At December 31, 2008, equipment consisted of the following:

Accumulated Net Book

Cost Depreciation Value
Office equipment $ 99326 $ 25875 $ 73.451
Office furniture 96,524 48,285 48,239
Capital Lease Equipment 56,446 9,408 47,038
Leasehold improvements 82,023 22,131 59,892
Total $ 334,319 $ 105699 $ 228,620

For the year ended December 31, 2008, the total depreciation expense was $51,197.
Included in the equipment balance above is a capital lease for a copier machine with a cost of
$56,446 and accumulated depreciation of $9,408.

12



MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE G — CAPITAL LEASE PAYABLE

Copier lease with monthly payments of principal and
interest of approximately $1,258 through August 2013. 5

Less Current Portion

49,235
9,667

Long-Term Capital Lease Payable $

39,568

Future annual capital lease payments are as follows:

Year Ending: December 31, 2009 $
December 31, 2010
December 31, 2011
December 31, 2012
December 31, 2013

15,107
15,107
15,108
15,108

2,518

Less amount representing interest

62,948
13,713

49,235

NOTE H — RETIREMENT PLAN

The Organization maintains a Safe Harbor 401(k) Plan. Employees may elect to reduce
his/her compensation by a specific percentage or dollar amount, and the amount contributed
to the Plan is on a pre-tax basis. Employees are eligible under the pian if they are at least 21
years of age and have completed one year of service. Under the plan, the Organization
contributes 100% of employee’s salary deferrals that do not exceed 3% of compensation,
plus 50% of salary deferrals between 3% and 5% of employee’s compensation. Total
contributions by the Agency for the year ended December 31, 2008 was $36,558.
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MISSION HOSPICE OF SAN MATEO COUNTY
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008
(With Comparative Totals for 2007)

NOTE I- AUXILIARY TO MISSION HOSPICE

The Auxiliary to Mission Hospice was organized solely for the purpose of raising funds for the
Organization. Separate cash accounts are used by the Hospice Auxiliary in its fundraising
activities for the Hospice. The balances in these accounts are restricted for use in payment of
expenses incurred as part of fundraising programs, and are included in the temporarily
restricted net assets of the Hospice. During 2008, the Auxiliary raised $17,535 in fundraising
receipts for the Organization.

NOTE J - COMMITMENTS AND CONTINGENCY

Commitments

Real Property: The Organization conducts its operations on leased premises. Future
obligations under non cancelable lease agreements in excess of one year as of December
31, 2008, are:

Year Ending: December 31, 2009 $ 120,400
December 31, 2010 125,505

December 31, 2011 53,180

$ 299,085

Total rent expense for the year ended December 31, 2008 was $117,898.

Contingency

Grant awards require the fulfillment of certain conditions as set forth in the grant instrument.
Failure to fulfill the conditions could result in the return of the funds to the grantors. The
Organization deems this contingency remote since by accepting the grants and their terms it
has accommodated the objectives of the organization to the provisions of the grants. The
Organization's management is of the opinion that the organization has complied with the
terms of all grants.
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