WISCONSIN CHAPTER OF THE HEALTHCARE FINANCIAL

MANAGEMENT ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
MAY 31, 2009 AND 2008

NOTE 1 - PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES
Organization Activity

Wisconsin Chapter of the Healthcare Financial Management Association, (the Chapter) is an organization
comprised of members with a shared interest in improving the financial management of the delivery of health care
services. The Chapter provides services to members by sponsoring educational programs, communicating
pertinent information, and providing the opportunity for professional interaction.

The Chapter is an affiliate of National Healthcare Financial Management Association (HFMA), an Illinois
nonprofit corporation. National HFMA members are organized in chapters throughout the United States and
Puerto Rico.

Basis of Presentation

The financial statements have been presented in accordance with Statement of Financial Accounting Standards
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAF No. 117, the Chapter is
required to report information regarding its financial position and activities according to three classes of net
assets:

e Unrestricted net assets - are the part of the net assets of the Chapter that is neither permanently restricted nor
temporarily restricted by donor-imposed stipulations.

e Temporarily restricted net assets - are those whose use by the Chapter has been limited by donors to a
specific time period or purpose.

® Permanently restricted net assets - have been restricted by donors to be maintained by the Chapter in
perpetuity.

The Chapter had no temporarily or permanently restricted net assets at May 31, 2009 and 2008.

Use of Estimates

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

Fair Value Measurement

The Chapter has determined the fair value of certain assets and liabilities in accordance with the provisions of

FASB Statement No. 157, Fair Value Measurement (Statement No. 157), which provides a framework for
measuring fair value under generally accepted accounting principles.
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Statement No. 157 defines fair value as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. Statement No. 157 requires that valuation
techniques maximize the use of observable inputs and minimize the use of unobservable inputs. Statement No.
157 also establishes a fair value hierarchy, which prioritizes the valuation inputs into three broad levels.

Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity
has the ability to access at the measurement date. Level 2 inputs are other than quoted prices included within
Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related to the
asset or liability.

Cash and Cash Equivalents

The Chapter considers all unrestricted, highly liquid debt instruments with an original maturity of three months or
less to be cash equivalents.

Accounts Receivable

The Chapter considers accounts receivable to be fully collectible; accordingly, no allowance for doubtful accounts
is required. If amounts become uncollectible, they are charged to operations when the determination is made.

Revenue Recognition

Revenue from program registration fees are recognized when the related conferences are held. Sponsorship and
advertising income are recognized as revenues over the period of service to which they relate. Revenues billed in
advance are reflected as deferred revenue.

Deferred Revenue
Deferred revenue consists of advance sponsorship income received in the current year for the next fiscal year.
Tax Status

The Chapter, as an affiliate of National HFMA, is exempt from federal income tax on the related income under
Section 501(c)(6) of the Internal Revenue Code. The Chapter is included in the National HFMA Form 990 federal
return. The Chapter is also exempt from Wisconsin franchise and income tax. In July 2006, Financial
Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN No. 48), was issued. Subsequent to its
original issuance, the effective date of its implementation for nonpublic enterprises has been deferred, and is now
deferred for nonpublic entities until years beginning after December 15, 2008. The Chapter has elected to defer
implementation of FIN No. 48, as allowable. The Chapter undergoes an annual analysis of its various tax
positions, assessing the likelihood of those positions being upheld upon examination with relevant tax authorities,
as defined by FIN No. 48.

Concentration of Risk

The Chapter maintains its cash and cash equivalents in various accounts at financial institutions. At times, these
balances may exceed federally insured limits.
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INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING AGREED-UPON PROCEDURES

The Board of Directors
Wisconsin Chapter of the Healthcare Financial Management Association
Waukesha, Wisconsin

We have performed the procedures enumerated in the accompanying Schedule A, which were agreed to by
management and the Board of Directors of the Wisconsin Chapter of the Healthcare Financial Management
Association, to meet the minimum financial review requirements as identified in the Davis Chapter Management
System charter requirement, solely to assist you with respect to the accounting records of Wisconsin Chapter of
the Healthcare Financial Management Association as of and for the year ended May 31, 2009. Wisconsin
Chapter of the Healthcare Financial Management Association's management is responsible for the
organization’s accounting records. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants. The sufficiency of
these procedures is solely the responsibility of the parties specified in the report. Consequently, we make no
representation regarding the sufficiency of the procedures described in the accompanying Schedule A either for
the purpose for which this report has been requested or for any other purpose.

We were not engaged to, and did not, conduct an audit, the objective of which would be the expression of an
opinion, on the accounting records. Accordingly, we do not express such an opinion. Had we performed
additional procedures, other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the Wisconsin Chapter of the Healthcare Financial
Management Association’s management and Board of Directors, management at the National Chapter of the
Healthcare Financial Management Association — Chapter Relations and is not intended to be and should not be
used by anyone other than those specified parties.

M% LLF

Minneapolis, Minnesota
July 31, 2009
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WISCONSIN CHAPTER OF THE HEALTHCARE FINANCIAL

MANAGEMENT ASSOCIATION
SCHEDULE A: AGREED-UPON PROCEDURES FOR THE
YEAR ENDED MAY 31, 2009

The procedures and findings are as follows:

1. Confirmed all depository accounts and tested bank reconciliations for completeness and accuracy,
reviewing reconciling items.

Bank statements from May 2009 and June 2009 were reviewed and found to be unaltered. Bank
reconciliations for May 2009 were examined and found to be mathematically accurate and complete.
Balances at May 31, 2009 were confirmed for the M&I and Marshall accounts. The US Bank account
balance at May 31, 2009 was agreed to the May 31, 2009 bank statement. Reconciling items were
tested and considered to be accurate and complete.

2. Reviewed the disbursements register and supporting documentation for the period June 1, 2008
through May 31, 2009 to ensure that disbursements were recorded accurately and for the correct
purposes throughout the fiscal year. Reviewed check numbers for inclusion of all checks in the check
register. Agreed items in the reconciliation to posting in the general ledger.

All checks written from June 1, 2008 through May 31, 2009 were in sequential order. Noted eight
voided checks appropriately voided and recorded. Six disbursements were selected during the period
from June 1, 2008 to May 31, 2009 for testing purposes. All six disbursements were recorded
accurately, properly authorized, and for the correct purposes. Traced 5 checks from the May bank
reconciliation monthly activity to postings in the general ledger.

3. Reviewed the disbursements register and supporting documentation for checks written between
June 1, 2009 and June 30, 2009 to ensure that disbursements were recorded accurately and for the
correct purposes after the fiscal year-end.

Four disbursements were selected during the period from June 1, 2009 to June 30, 2009. Three
disbursements were related to accounts payable at May 31, 2009 and one was related to a fiscal year
2010 expense. All four disbursements were considered properly recorded at May 31, 2009.

4. Reviewed minutes of the Board of Directors' meetings held between June 1, 2008 and June 30, 2009.

Items discussed by the Board were considered to have been properly reflected in the financial
statements for the year ended May 31, 2009.

5. Reviewed attendance sheets and enrollment forms for significant programs and education sessions for
the purpose of testing the amount of revenue generated and recorded.

The fall, winter, and annual conferences and CFO Forum income were reviewed with attendance
sheets. Based on this review, the fall conference income was understated by $120, the winter
conference income was understated by $100, and the CFO Forum was overstated by $684. All
differences were corrected.

(continued on next page) 8



SCHEDULE A: AGREED-UPON PROCEDURES FOR THE
YEAR ENDED MAY 31, 2009 - PAGE 2

10.

11.

Reviewed interest income for the year for reasonableness.
Interest income for the year ended May 31, 2009 was reviewed and considered reasonable.
Reviewed sponsorship income transactions with a listing of vendors for reasonableness.

Sponsorship income for the year ended May 31, 2009 was agreed to a detail by vendor. The vendor
detail did not agree to the income recorded by $470. Four vendors were selected and the income was
agreed to supporting invoices and/or check copies.

Reviewed advertising income transactions with a detail of vendors and vendor agreements.

Advertising income for the year ended May 31, 2009 was agreed to a detail by vendor. One
newsletter advertising vendor and one directory advertising vendor were selected and the income was
agreed to supporting invoices and/or check copies.

Verified annual chapter rebate from HFMA National was properly accounted for.

The annual chapter rebate was properly recorded based on checks received and rebate letter received
from HFMA National.

Reviewed receipts to determine remittances received were deposited properly and recorded correctly.
Determined if chapter accounting records for receipts agreed with bank records of receipts.

Ten deposits were selected for review for the year ended May 31, 2009. Remittances received agreed
to the receipts and the receipts were deposited into the bank account and recorded appropriately in the
general ledger. Among the 10 deposits tested, 79 of the 97 deposited checks were not deposited
within 14 days of the check date. The 79 checks were deposited between 15 to 70 days after the date
of the check. Agreed 2 separate receipts from the May bank reconciliation to postings in the general
ledger.

Reviewed the 2008 agreed-upon procedures report for any deficiencies or reportable items.

The 2008 agreed-upon procedures report identified that checks were not deposited timely. This
deficiency was reported again in 2009 (number 10 above). In addition, differences were noted
between program income and supporting schedules in 2008. This deficiency was reported again in
2009 (number 5 and 7 above).
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