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DIEL & FORGUSON, L.L.C.
[CERTIFIED PUBLIC ACCOUNTANTS]

INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors
National Foundation for Ectodermal Dysplasias
Mascoutah, lllinois

We have audited the accompanying statements of financial position of National Foundation
for Ectodermal Dysplasias (a non-profit corporation) as of December 31, 2007 and 2006,
and the related statements of activities, functional expenses, and cash flows for the years
then ended. These financial statements are the responsibility of the Foundation’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 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 audits provide
a reasonable basis for our opinion.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all
material respects, the financial position of National Foundation for Ectodermal Dysplasias
as of December 31, 2007 and 2006, 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.

Dt Fopm, b1

March 7, 2008
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DigL & ForcusoN FINANCIAL GROUP
[PINANCIAL + CONSULTING * CPA SERVICES]
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NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2007 AND 2006

2007
ASSETS
Current Assets:
Cash and cash equivalents $ 1,183,595
Investments 642,968
Unconditional promises to give 8,400
Prepaid expenses 2,049
1,837,012
Property and Equipment:
Office equipment 26,470
Accumulated depreciation (17,670)
8,800
Other Assets:
investments 2,426
Unconditional promises to give
2,426
Total Assets $ 1,848,238
LIABILITIES AND NET ASSETS
Current Liabilities:
Payroll withholdings payable $ 31
Retirement company match payable
Sales tax payable 322
Research commitments 22,995
Treatment commitments 356,410
Accrued expenses 27,079
Total Liabilities 406,837
Net Assets:
Unrestricted
Undesignated 1,347,665
Designated 81,381
Temporarily restricted 12,355
Total Net Assets 1,441,401
Total Liabilities and Net Assets $ 1,848,238

The accompanying notes are an integral part of these financial statements.
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2006

$ 1,314,296
577,474
10,495
2,049
1,904,314

33,003
(19,569)
13,434

2,824
10,400
13,224

$ 1930972

$ 126
8,592

155

17,666
304,020
27,079

357,638

1,450,715
110,767
11,852
1,673,334

$ 1930072
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NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
Cash Flows from Operating Activities:
Increase (decrease) in net assets $ (131,933) $ 653,345
Adjustments to reconcile change in net assets to net cash
provided (used) by operating activities:

Depreciation 4411 4284
Loss on fixed asset disposals 223 546
Donated investments (28,399) (28,816)
Net unrealized and realized (gain) loss on investments 4,828 (48,763)
(Increase) decrease:

Unconditional promises to give 12,495 {(20,895)
Increase (decrease):

Accounts payable (5,285)

Other payables (8,520) 6,592

Commitments 57,719 83,546

Accrued expenses (69)
Net Cash Provided (Used) by Operating Activities (89,176) 644,485

Cash Flows from Investing Activities:

Purchase of property and equipment (6,852)
Purchase of investments (250,963) (182,699)
Sale of investments 208,942 95,538
Return of capital 496 1,208

Net Cash Provided (Used) by Investing Activities (41,525) (92,805)

Net Increase in Cash and Cash Equivalents (130,701) 551,680
Cash and Cash Equivalents, Beginning of Year 1,314,296 762,616
Cash and Cash Equivalents, End of Year $ 1,183,595 $ 1,314,296

The accompanying notes are an integral part of these financial statements.
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NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

NOTE 1 - ORGANIZATION

The National Foundation for Ectodermal Dysplasias d/b/a Skin and Dental Dysfunction
Foundation (the “Foundation”) is a non-profit lllinois corporation organized in 1981. The
Foundation’s mission is to be the authoritative resource for information on the ectodermal
dysplasias (“ED”) syndromes; provide services that meet the physical, emotional, informational,
and social need of affected individuals and their families, and help them lead a normal life; and
support research on the ectodermal dysplasias syndromes. The Foundation’s revenues and
other support are derived principally from contributions. Its activities reach out to individuals
and families around the world but are conducted principally in the United States.

The Foundation has established the following program services:

Education

The Foundation’s education efforts include publishing and distributing a variety of printed
and electronic information that describes the ED syndromes, its cause and treatment. The
Foundation also helps individuals and families educate teachers, school administrators,
sports coaches and others about the physical challenges presented by ED syndromes and
about ways to meet these challenges.

Family Services

The Foundation offers numerous family support services. The Foundation hosts national
and regional conferences annually where individuals and families who are dealing with one
of the ED syndromes can meet with care providers who are familiar with ED, as well as with
other families. It also provides financial assistance to approve individuals who attend the
National Family Conference. The staff at the Foundation is also available to answer
questions or provide direction as needed. Other family services include assistance in
navigating the insurance process of coverage of oral health care; awarding education
scholarships to affected individuals; and providing listings of care providers when needed.

Treatment

The Foundation provides financial assistance for medical and dental related care to qualified
individuals who are diagnosed with an ectodermal dysplasia syndrome. It also underwrites
meetings that are relevant to care and treatment of this disorder.

Research

The Foundation provides grants for research in areas relevant to ectodermal dysplasia, such
as treatment therapies, gene identification, and a cure. It also underwrites scientific
meetings that are relevant to this disorder.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Accounting
The financial statements of the Foundation are prepared on the accrual basis of accounting
whereby revenues are recognized when earned and expenditures are recognized when
incurred.




NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 (continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b) Basis of Presentation
Financial statement presentation follows the recommendation of the Financial Accounting
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117,
Financial Statements for Not-for-Profit Organizations. Under SFAS No. 117, the Foundation
is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted, temporarily restricted, and permanently restricted.
A description of the three net asset categories follows:

Unrestricted - Net assets that are not subject to donor-imposed restrictions.
Unrestricted net assets may be designated for specific purposes by action of the
Board of Directors.

Temporarily Restricted - Net assets whose use by the Foundation is subject to
donor-imposed restrictions that can be fulfilled by actions of the Foundation pursuant
to those restrictions or that expire by the passage of time.

Permanently Restricted - Net assets subject to donor-imposed restrictions that they
be maintained permanently by the Foundation. No permanently restricted assets
were held during 2007 and 2006 and accordingly, these financials do not reflect any
activity related to this class of net assets for 2007 and 2006.

(c) Cash and Cash Equivalents
For the statement of financial position and statement of cash flows, cash and cash
equivalents consist of deposits in non-interest bearing accounts with a local financial
institution and deposits in money market accounts with investment brokers and a fund
manager.

(d) Investments and Investment Return
Investments in equity securities having a readily determinable fair value and investments in
all debt securities are carried at their fair values in the statement of financial position. The
Foundation classifies investments with a due date expiring in the following fiscal year as
current assets. Donated investments are recorded as contributions at their estimated fair
values at the date of donation.

Investment return includes dividends, interest, and realized and unrealized gains and losses
on investments. Investment returns are reflected in the statement of activities as
unrestricted, unless the donor or relevant laws place temporary or permanent restrictions on
its use.

(e) Property and Equipment
Property and equipment are recorded at cost when purchased, or if donated, at their
estimated fair market value at date of donation. All acquisitions of property and equipment
in excess of $5,000 and all expenditures for repairs, maintenance, renewals, and
betterments that materially prolong the useful lives of assets are capitalized. Depreciation is
provided on the straight-line method over the estimated useful lives of each asset.
Depreciation expense for the years ended December 31, 2007 and 2006 was $4,411 and
$4,284, respectively.




NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 (continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(f)

Academic Scholarship, Treatment, and Research Commitments

Unconditional grants or contributions to others are recorded as program expenses in the
period the awards are authorized. Conditional grants or contributions to others are recorded
when the conditions have been substantially met by the grantee.

(g) Compensated Absences

Vacation, funeral leave, and sick leave are considered expenditures in the year paid.
Unused vacation and sick leave are not eligible to be carried over to the next year. Any
unused vacation will be paid upon the employee’s resignation or termination. Vacation
accruals are recorded in the financial statements as an accrued expense, based on years of
service and wage rates in effect at December 31, 2007 and 2006.

(h) Contributions

(i

Contributions received are recorded as increases in unrestricted, temporarily restricted, or
permanently restricted net assets, depending on the existence and/or nature of any donor
restrictions. When a restriction expires, that is, when a stipulated time restriction ends or a
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.

Donated property and equipment are recorded as contributions at their estimated fair value
at the date of donation. Such donations are reported as increases in unrestricted net assets
unless the donor has restricted the donated asset to a specific purpose. Assets donated
with explicit restrictions regarding their use and contributions of cash that must be used to
acquire property and equipment are reported as restricted contributions. Absent donor
stipulations regarding how long those donated assets must be maintained, the Foundation
reports expirations of donor restrictions when the donated or acquired assets are placed in
service as instructed by the donor. The Foundation reclassifies temporarily restricted net
assets to unrestricted assets at that time.

Unconditional promises to give are recognized as revenues or gains in the period received
as assets, decreases in liabilities, or expenses depending on the form of the benefits
received. Conditional promises to give are recognized only when the conditions on which
they depend are substantially met and the promises become unconditional.

In-Kind Materials, Facilities and Services

Donated materials are recorded as contributions and as costs of direct benefits to donors or
as expenses of the appropriate program or supporting service at their determinable fair
value at the date of donation.

Donated facilities are recorded as contributions and expenses at the date of donation at the
amount of (a) the fair rental value of the facilities if the Foundation receives the use of the
facilities at no cost or (b) the fair rental value of the facilities less the Foundation’s
contractual lease obligation if it receives the use of the facilities at below-market rates.
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NATIONAL FOUNDATION FOR ECTODERMAL DYSPLASIAS
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 (continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

0)

In-Kind Materials, Facilities and Services (continued)

Donated services are recorded as contributions and expenses at their estimated fair value at
the date of donation if the services (a) create or enhance nonfinancial assets or (b) require
specialized skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation.

Functional Expenses

The cost of providing various programs and supporting services have been reported on a
functional basis in the statement of activities and in the statement of functional expenses.
Accordingly, certain costs have been allocated among the various programs and supporting
services based on estimates made by management.

Income Taxes

The Foundation, a non-profit organization operating under Section 501(c)(3) of the Internal
Revenue Code, is exempt from federal, state and local income taxes and, accordingly, no
provision for income taxes is included in the financial statements. However, the Foundation
is subject to federal income tax on any unrelated business taxable income. In addition, the
Foundation qualifies as a public charity under sections 509(a)(1) and 170(b)(1)(A)(iv) of the
Internal Revenue Code.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions. This will affect the
reported amounts of assets and liabilities, 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 these estimates.

NOTE 3 - CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of the following at December 31, 2007 and 2006:

2007 2006
Regions Bank - non-interest bearing $ 109,811 $ 57,209
A.G. Edwards & Sons, Inc. 1,073,738 1,223,996
Morgan Keegan & Company, Inc. 46 44
American Funds (Cash Management Trust of America-Class A) 33,047

$ 1,183,595 § 1,314,296

The Foundation’s deposits with the local financial institution exceeded the Federal Deposit
Insurance Corporation limits of $100,000 at various times during the years ended December 31,
2007 and 2006. Total uninsured deposit balances at December 31, 2007 and 2006 were
$25,384 and $5,061, respectively. The Foundation maintains its cash with a high quality
financial institution which the Foundation believes limits these risks.
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