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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Appalachian Mountain Club
Boston, Massachusetts

We have audited the accompanying consolidated statements of financial position of
the Appalachian Mountain Club and affiliate as of December 31, 2008 and 2007, and
the related consolidated statements of activities and cash flows for the years ended
December 31, 2008 and 2007. These financial statements are the responsibility of
Appalachian Mountain Club’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with U. S. generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatements. 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 consolidated financial statements referred to above present fairly,
in all material respects, the consolidated financial position of the Appalachian
Mountain Club and affiliate as of December 31, 2008 and 2007, and the changes in
their net assets and their cash flows for the years then ended in conformity with U. S.
generally accepted accounting principles.

Tm +‘Cg
Tonneson + Co

May 21, 2009

Certitied Public Accountants & Consultants

» 300, Wakefield, MA 01880-6208 t. 781.245.9999 f. 781.245.8731 www.tonneson.com



Appalachian Mountain Club

Consolidated Statements of Financial Position

Assets:
Cash and Cash Equivalents
Short Term Investments

December 31, 2008 and 2007

Accounts Receivable, less allowance for doubtful accounts

of $16,029 in 2008 and 2007
Pledges Receivable
Prepaid Expenses
Inventories
Note Receivable
Net Property, Plant, and Equipment
Investments, at Market

Total Assets

Liabilities and Net Assets:
Accounts Payable
Accrued Expenses
Annuity Payments Liability
Deferred Income
Loan Payable

Total Liabilities

Net Assets:
Unrestricted
Temporarily Restricted
Permanently Restricted

Total Net Assets
Total Liabilities and Net Assets

2008 2007
3 1,697,521 $ 1,915,592
13,906,519 9,589,027
396,202 1,291,226
8,191,598 6,162,396
217,816 121,394
531,162 579,447
12,000,000 12,000,000
27,238,563 27,040,699
33,642,453 45,733,251
$ 97,821,834 $ 104,433,032
$ 1,027,687 $ 823,284
1,151,654 1,091,744
630,723 650,338
800,889 779,888
16,500,000 16,500,000
20,110,853 19,845,254
27,716,641 31,914,216
44,113,354 46,704,656
5,880,986 5,968,906
77,710,981 84,587,778
$ 97,821,834 $ 104,433,032

See Notes to the Consolidated Financial Statements
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Appalachian Mountain Club

Consolidated Statements of Cash Flows
For the years ended December 31, 2008 and 2007

Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets
to net cash provided by Operating Activities
Depreciation
(Gains)/losses on Sale of Investments, net
(Gains)/losses on Disposal of Property, Plant and Equipment
Change in Unrealized Investment Appreciation, net
Contributions of Investments
Contributions Restricted for Long-Term Investment
Changes in Certain Assets and Liabilities:
Accounts Receivable
Pledges Receivable
Prepaid Expenses
Inventories
Accounts Payable
Accrued Expenses
Annuity Payments Liability
Deferred Income

Net cash provided by Operating Activities

Cash Flows from Investing Activities:
Additions to Property, Plant, and Equipment
Changes in Split-Interest Agreement
Purchases of Short Term and Endowment Investments
Proceeds from Sale of Endowment Investments
Proceeds from Sale of Easement
Proceeds from Sale of Property, Plant and Equipment

Net cash used in Investment Activities

Cash Flows from Financing Activities
Proceeds from Contributions Restricted for:
Investment in Plant
Investment Subject to Annuity Agreements
Loan Participation

Net cash provided by/(used in) Financing Activities

Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

2008 2007

(6,876,797) $ 8,183,657
1,186,407 1,100,117
842,224 (4,121,392)
(622,623) 958
11,649,883 442 334
(88,255) (5,954)

- (176,336)
895,024 (894,514)
(2,029,202) 936,484
(96,422) 102,058
48,285 57,014
204,403 67,967
59,810 181,826
(19,615) (21,580)
21,001 89,678
5,174,123 5,942,317
(1,409,982) (1,260,869)
187,774 (28,790)
(14,241,500) (16,318,512)
9,290,885 10,420,090
648,334 5,915,521

: 35,408
(5,524,489) (1,237,152)
- 176,336
132,295 61,324
: (5,000,000)
132,295 (4,762,340)
(218,071) (57,175)
1,915,592 1,972,767
1,697,521 $ 1,915,592

Supplemental Data: Cash paid for interest was $495,000 for 2008 and $495,000 for 2007.

See Notes to the Consolidated Financial Statements
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APPALACHIAN MOUNTAIN CLUB

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A. Organization:

B.

The Appalachian Mountain Club (the "AMC") is a not-for-profit environmental
conservation and recreation corporation with the mission of promoting the protection,
enjoyment and understanding of the mountains, forest, waters, and trails of the
Appalachian Region. In pursuit of this aim it provides educational and experiential
opportunities to its membership and the general public in the belief that successful
conservation depends on this experience. Backcountry shelter and lodging facilities and
trail maintenance programs together with the publication of guidebooks, maps, and a
variety of other publications support this effort. Land stewardship, environmental
conservation, scientific research, and local chapter organizations further this mission.

Summary of Significant Accounting and Reporting Policies;

The significant accounting policies followed by the AMC are as follows:

Basis of Presentation

The accompanying financial statements include the accounts of the AMC, its camps and
chapters, and the accounts of AMC Maine Woods, Inc. (AMC MWI), a not-for-profit
corporation whose sole member is the AMC. The purpose of AMC MWI is to conduct
activities related to the AMC’s Maine Woods Initiative project.  All significant
intercompany accounts and transactions are eliminated in the consolidated financial
statements. Certain amounts and accounts from the prior year’s financial statements were
reclassified to enhance comparability to the current year’s financial statements.

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. Significant estimates for the AMC include the
present value of future cash flows from pledges receivable, the allowance for doubtful
accounts in connection with pledges receivable, allowances for inventory obsolescence
and accrued liabilities, and the fair value of investments. Actual results could differ from
those estimates.

Basis of Accounting

The accompanying financial statements of the AMC for the years ended December 31,
2008 and 2007 are prepared on the accrual basis of accounting in accordance with
Statement of Financial Accounting Standards (SFAS) No. 117. Contributions received,
including unconditional promises to give, are recognized as revenues in the period
received at their fair values. Restricted contributions that are received and expensed in
the current year for the restricted purpose are recorded as unrestricted contributions.

Continued
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APPALACHIAN MOUNTAIN CLUB

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Basis of Accounting, Continued

Net assets are reported by classification based on the existence or absence of donor
imposed restrictions:

Unrestricted net assets include all resources which are not subject to donor-imposed
restrictions.

Temporarily restricted net assets carry specific, donor-imposed restrictions on the
expenditure or other use of contributed funds. Temporary restrictions may expire
either because of the passage of time or because certain actions are taken by the
AMC which fulfill the restrictions. When a donor restriction expires, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as use of restricted funds.

Permanently restricted net assets are those that are subject to donor-imposed
restrictions which will never lapse, thus requiring that the funds be retained
permanently.

Endowment Funds

Permanently restricted endowment funds are subject to the restrictions of gift instruments
requiring that the principal be invested in perpetuity and that the income only be
expended. Board designated endowment funds have been established by the Board of
Directors; however, any portion of Board designated endowment funds may be expended
with the approval of the Board and are classified as unrestricted net assets.

The AMC's investment goal for the Endowment Fund is to provide a current spendable
return consistent with the long-term preservation of assets in real terms. The annual
endowment spending made available for the operations of the AMC is an amount equal to
a weighted average calculation of the prior year’s spending amount, adjusted for inflation,
and 4.5% of the previous year's invested endowment balance.

Investments

In accordance with Statement of Financial Accounting Standards (SFAS) No. 124,
investments are carried at fair value based upon quoted market prices, when available, or
estimates of fair value. Investment income from restricted assets that is earned and used
in the current year for the restricted purpose is recorded as unrestricted investment
income.

Continued
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APPALACHIAN MOUNTAIN CLUB

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Split-Interest Agreements

The AMC has split-interest agreements with donors consisting primarily of charitable gift
annuities and pooled life income funds. Assets are invested and payments are made to
donors and/or other beneficiaries in accordance with the agreements.

Contribution revenue is recorded as restricted income when the agreements are executed,
measured by the fair value of assets received net of the liabilities for future payments to
donors. Investments are adjusted to fair value, and the liabilities for future payments are
adjusted based on donor life expectancies and on prevailing interest rates.

Cash and Short Term Investments

Short-term investments are comprised of highly liquid investments, with a maturity of less
than three months at the time of investment. This may include securities purchased under
agreements to resell (“repurchase agreements”), money market deposits or other similar
investments. Repurchase agreements are recorded at their contracted resale amounts plus
accrued interest, and are collateralized by U.S. government or federal agency securities
with a market value in excess of the contracted amount plus accrued interest.

Accounts Receivable

Accounts receivable are recorded when the revenue is earned and consists of amounts due
primarily from the sales of publications and advertising. The allowance for doubtful
accounts is determined by applying a percentage against total receivables, based on
management’s judgment concerning the future collectibility of the receivables. Amounts
considered to be past due are charged against the allowance when the account is referred
to a collection agency.

Inventories

Inventories, principally retail merchandise and books, are stated at the lower of cost (on
an average cost method) or market.

Property, Plant and Equipment

Property, plant and equipment are recorded at historical cost or fair value at date of gift or
bequest. Major renewals and improvements are capitalized, while maintenance and
repairs are expensed when incurred. Depreciation is determined using the straight-line
method over the estimated useful lives. Estimated lives for building and improvements,
land improvements, furniture, fixtures, and equipment range from 3 to 40 years.

Continued
T



APPALACHIAN MOUNTAIN CLUB

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Donated Services

The financial statements do not include amounts for donated services since an objective
basis for measurement of the value of such services is not available, and these services are
not specialized as defined in FASB No. 116; however, substantial numbers of volunteers
have donated significant amounts of their time and energy to the AMC.

Concentration of Risk

Financial instruments which potentially subject the Organization to concentrations of
credit risk consist principally of cash and cash equivalents and short term investments.
The Organization is not aware of any concentrations of credit risks.

Tax Status

The AMC and AMC Maine Woods, Inc. are tax exempt under Section 501(c)(3) of the
Internal Revenue Code. Accordingly, no provision for federal or state income taxes has
been made.

C. Short Term Investments and Investments:

Effective January 1, 2008, the Organization implemented the requirements of Statement
of Financial Accounting Standards No. 157, Fair Value Measurements (SFAS 157) for its
financial assets and liabilities. SFAS 157 refines the definition of fair value, expands
disclosure requirements about fair value measurements, and establishes specific
requirements as well as guidelines for a consistent framework to measure fair value. The
adoption of SFAS 157 did not have a material impact on the Organization’s financial
position or results of operations. The following table summarizes the Organization’s
financial assets measured at fair value on a recurring basis in accordance with SFAS 157
as of December 31, 2008 and December 31, 2007:

2008 2007
Quoted Prices in Quoted Prices in
Active Markets Active Markets
for Identical Unobservable for Identical Unobservable
Assets Inputs Assets Inputs
Short Term Investments $13,906,519 $9,589,027
Investments, at market
Mutual Funds 24,722,059 34,975,526
Alternative Investments $8,072,889 $9,611,095
Split-Interest Agreements 847,505 1,146,630
Total $39,476,083 $8,072,889 $45,711,183 $9.611,095
Continued
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