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AMERICAN ACADEMY OF FAMILY
PHYSICIANS FOUNDATION AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2010 AND 2009

Conditional promises (continued):

In December 2010, the Foundation entered into a grant agreement with Bristol-Myers
Squibb Foundation, Inc. that provides for a grant of up to $5,234,876, in three annual
payments, in support of a demonstration project to be led by the PFP management team.
The grant expires December 31, 2013,

These grants are cancellable by the grantors at any time with or without cause with
unexpended or uncommitted advances to be refunded. The Foundation retains a 5% fee
for administering the grants. Through December 31, 2010, the Foundation had received
$13,142,536 under these grant agreements, and $10,944,494 in expenses had been
incurred. The balance of $2,198,042 is included in deferred revenue at December a1,
2010.

Commitments:

On June 18, 2004, Insurance Services entered into a two-year employment contract with
its president, effective July 1, 2004, and renewable automatically on a two-year basis
subject to cancellation by either party under specified conditions. This contract provides
for a base compensation including a fixed salary along with incentive compensation
based on dividends paid. The latest date of renewal was June 2, 2010, effective July 1,
2010.

On December 12, 2005, the Foundation entered into an administrative services contract
with the Academy. Under the contract, the Academy agrees to perform day-to-day
executive, legal, accounting, clerical and other services in connection with the operations
of the Foundation. The contract, effective January 1, 2006 for a one-year term, is
automatically extended for consecutive one-year periods unless notice of termination by
either party is given at least 90 days prior to the end of the current term. The monthly fee
was $107,730 in 2009 and increased to $110,423 beginning January 1, 2010.

The Program Development Center (PDC) of the PFP program is located at a university.
The director of the PFP program as well as other PDC staff members are employees of
the university. The Foundation has agreements with the university to pay for salaries and
other expenses of the PDC through December, 2011, Amounts expensed under these
agreements were $944,972 and $973,446 for 2010 and 2009, respectively. Future
commitments as of December 31, 2010, are as follows:

Year ending

December 31 Amount
2011 $ 728,110
2012 136.630

$ 864,740
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Independent Auditors’ Report on Supplemental Information

Board of Trustees
American Academy of Family Physicians Foundation
Leawood, Kansas

We have audited the financial statements of American Academy of Family Physicians Foundation
and Subsidiary as of and for the years ended December 31, 2010 and 2009, and our report thereon
dated May 21, 2011 appears on page one. Our audits were conducted for the purpose of forming an
opinion on the financial statements as a whole. The accompanying information on pages 22-24 is
presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with U.S.
generally accepted auditing standards. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.

House Park & Dobratz, P.C.

May 21, 2011
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AMERICAN ACADEMY OF FAMILY PHYSICIANS FOUNDATION AND SUBSIDIARY
CONSOLIDATING STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2010
ASSETS
American
Academy
of Family AAFP
Physicians Insurance Consolidated
Foundation  Services, Inc. Eliminations totals
Cash and cash equivalents:
Operating accounts $ 6,132932 $ 657,388 - $ 6,790,320
Premium accounts -- 3,148,668 - 3.148.668
Total cash and cash equivalents 6,132,932 3,806,056 -~ 9,938,988
Accounts receivable 221,573 707,020 -- 028,593
Beneficial interest in trust assets 35,896 - -~ 35,896
Prepaid expenses 24,073 46,374 - 70,447
Investments at fair value 10,708,425 -- - 10,708,425
Investment in AAFP Insurance Services, Inc. 1,396,467 - ($1,396,467) --
Office equipment, furniture and fixtures, net
of accumulated depreciation of $637,356 53,121 91,115 — 144,236
Total assets $18,572,487 $4,650,565 ($1,396.467) $21,826,585

LIABILITIES AND NET ASSETS/EQUITY

Accounts payable:

Premiums

Trade

Total accounts payable

Deferred revenue and advances
Deferred income taxes
Liabilities under split-interest agreements
Federal and state income taxes payable
(receivable)
Grant awards payable

Total liabilities

Net assets and stockholder’s equity:
Net assets:
Unrestricted:
Undesignated
Equity in office equipment, furniture
and fixtures
Board-appropriated
Total unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Stockholder’s equity:
Common stock
Retained earnings
Total stockholder’s equity

Total liabilities and equity

- $3,149,060 $ - $ 3,149,060
$ 2.341.777 102,372 - 2,444,149
2,341,777 3,251,432 - 5,593,209
2,199,914 - - 2,199,914
- 6,892 - 6,892
64,715 -~ - 64,715
. ( 47226) - ( 4,226)
366.942 - - 366,942
4973348 3,254,098 - 8,227,446
2,525,366 - - 2,525,366
53,121 - - 53,121
8,522,463 - - 8,522,463
11,100,950 - - 11,100,950
1,157,330 - - 1,157,330
1,340,859 - - 1,340,859
13,599,139 - — 13.599.139

- 26,500 (  26,500) -

- 1,369.967 (_1,369.967) =

- 1,396,467 (_1.396.467) =
$18,572,487 $4,650.565 ($1.396,467) $21,826,585
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American Academy of Family Physicians Foundation

Temporarily  Permanently
restricted restricted All funds
$ - £ e B -
159,411 30,703 675,044
60,200 36,000 1,182,150
6,035,568 -- 6,093,920
-~ -- 44,138
24,613 - 1,063,541
— = 971,427
-- -- 14
(_6.451,179) - -
(__171.387) 66,703 10,030,234
-- -- 697,736
-- - 129,411
-- -- 150,348
- = 2,217,939
- e 51,599
- -- 567,794
= - 155,336
-- -- 3,855,513
i - 776,831
- -- 8,602,507
( 171,387) 66,703 1,427,727
( 37,589) - -
1,366.306 1,274,156 12,171,412
$1,157330 § 1,340,859 $13,599,139

AAFP

Insurance Consolidated

Services, Inc. Eliminations totals
$ 1,869,525 § == $ 1,869,525
1;125.327 - 1,125,327
467,833 - 467,833
- - 675,044
= o 1,182,150
-- -- 6,093,920
- - 44,138
- -- 1,063,541

- ( 971,427) --

37 B 51
3.462,722 ( 971,427) 12,521,529
1,556,513 - 2,254,249

~- i 129,411
- - 150,348
e iz 2,217,939
- - 51,599
289,507 e 857,301
9,670 - - 165,006
39,309 - 39,309
- - 3,855,513
e - 776,831
596,296 - 596.296
2,491,295 e 11,093,802
-- ( 971,427) 456,300
971,427 - 971,427

( 810,000) 810,000 --
1,208,540 (_1,208.540) 12.171.412

$ 1369967 ($ 1,369.967) $13,599,139
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AMERICAN ACADEMY OF FAMILY PHYSICIANS FOUNDATION AND SUBSIDIARY

CONSOLIDATING STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2010

American
Academy
of Family
Physicians

AAFP

Insurance Consolidated

Cash flows from operating activities:
Change in net assets/net income
Adjustments to reconcile change in net

assets to net cash provided by operating
activities:

Foundation  Services, Inc. Eliminations totals

$ 1,427,727 $ 971,427 ($ 971,427) $ 1,427,727

Depreciation 15,365 29,206 - 44,571
Realized losses 257,766 257,766
Unrealized gains ( 1,177,440) - ( 1,177,440)
Equity in earnings of AAFP Insurance
Services, Inc., net of dividends of
$810,000 ( 161,427) 161,427 -
Change in value of split-interest ; s
agreements ( 11,647) - ( 11,647)
Change in operating assets and liabilities:
Accounts receivable ( 128,018) (  80,127) -- ( 208,145)
Prepaid expenses ( 1,027) 2,877 -- 1,850
Deferred income taxes, net -~ 2,728 - 2,728
Premiums payable -~ 98,773 -- 98,773
Accounts payable and accrued expenses 806,076 6,642 - 812,718
Deferred revenue and advances 1,844,668 -- - 1,844,668
Grant awards payable 67,826 - - 67,826
Federal and state income taxes payable - (__106.274) - ( 106.,274)
Net cash provided by
operating activities 2,939.869 925,252 (___810,000) 3,055,121
Cash flows from investing activities:
Purchase of office equipment, furniture
and fixtures ( 1,200) (  47,364) - ( 48,564)
Purchase of investments ( 432.616) - -- ( 432,616)
Net cash used by
investing activities (___433.816) (__ 47.364) - (___481.,180)
Cash flows from financing activities,
cash dividends paid — (__810.000) 810,000 --
Increase in cash and cash equivalents 2,506,053 67,888 2,573,941
Cash and cash equivalents, beginning of year 3,626,879 3,738,168 -- 7.365.047
Cash and cash equivalents, end of year $ 6,132,932 $3.806,056 $ - $ 9,938988
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