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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Grand Traverse Regional Community Foundation

We have audited the accompanying financial statements of the Grand Traverse Regional Community
Foundation (the "Foundation"), which comprise the statements of financial position as of
December 31, 2018 and 2017, and the related statements of activities, functional expenses and cash flows for
the years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

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 audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements.  The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those
risk assessments, the auditor considers internal control relevant to the Foundation's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Foundation's
internal control.  Accordingly, we express no such opinion.  An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Grand Traverse Regional Community Foundation as of December 31, 2018 and 2017, 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.

Emphasis of Matter

Accounting Changes

As described in Note B to the financial statements, the Foundation adopted the provisions of Financial
Accounting Standards Board ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities, during the year ended December 31, 2018.

Dennis, Gartland & Niergarth
April 18, 2019



Grand Traverse Regional Community Foundation

STATEMENTS OF FINANCIAL POSITION

December 31,

2018 2017
ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 1,192,290 $ 727,736
Investments 56,166,571 59,661,554
Pledges receivable, current portion 12,267 12,566
Prepaid expenses and other 2,948 19,679

Total current assets 57,374,076 60,421,535

OTHER ASSETS
Beneficial interest in charitable remainder trusts 555,000 668,000
Pledges receivable, net of current portion - 2,300

Total other assets 555,000 670,300

Total assets $ 57,929,076 $ 61,091,835

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES

Grants payable $ 80,596 $ 66,645
Accounts payable 13,943 6,249
Accrued liabilities 7,115 7,239

Total current liabilities 101,654 80,133

NET ASSETS
Without donor restrictions 403,424 412,770
With donor restrictions (Note J)

Purpose and time restrictions 2,989,472 9,451,718
Perpetual in nature 54,434,526 51,147,214

Total net assets 57,827,422 61,011,702

Total liabilities and net assets $ 57,929,076 $ 61,091,835

The accompanying notes are an integral part of these financial statements. -4-



Grand Traverse Regional Community Foundation

STATEMENTS OF ACTIVITIES

For the years ended December 31,

2018 2017
Without Donor

Restrictions
With Donor
Restrictions Total

Without Donor
Restrictions

With Donor
Restrictions Total

REVENUE AND SUPPORT
Donations $ 5,897 $ 4,496,793 $ 4,502,690 $ 16,486 $ 2,674,766 $ 2,691,252
Investment return, net of investment fees of

$63,686 and $57,815, respectively. 5,635 (3,916,351) (3,910,716) (53,025) 7,882,438 7,829,413
Change in value of beneficial interest in charitable

remainder trusts - (113,000) (113,000) - 34,000 34,000
Miscellaneous income 15,471 - 15,471 13,400 - 13,400
Net assets released due to satisfaction of

restrictions 3,556,676 (3,556,676) - 3,360,745 (3,360,745) -
Net assets transferred by Board action pursuant to

fund advisor request 85,700 (85,700) - (26,877) 26,877 -

Total revenue and support 3,669,379 (3,174,934) 494,445 3,310,729 7,257,336 10,568,065

EXPENSES
Program services 3,047,619 - 3,047,619 2,683,383 - 2,683,383
Management and general 340,773 - 340,773 339,675 - 339,675
Fundraising 290,333 - 290,333 271,832 - 271,832

Total expenses 3,678,725 - 3,678,725 3,294,890 - 3,294,890

CHANGES IN NET ASSETS (9,346) (3,174,934) (3,184,280) 15,839 7,257,336 7,273,175

NET ASSETS, beginning of year, as restated 412,770 60,598,932 61,011,702 396,931 53,341,596 53,738,527

NET ASSETS, end of year $ 403,424 $ 57,423,998 $ 57,827,422 $ 412,770 $ 60,598,932 $ 61,011,702

-5-   The accompanying notes are an integral part of these financial statements.



Grand Traverse Regional Community Foundation

STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2018

Program
Services

Management
& General Fundraising

Total
Expenses

Salaries and wages $ 182,264 $ 202,351 $ 159,136 $ 543,751
Employee benefits 6,898 27,331 890 35,119
Retirement 12,865 16,517 12,951 42,333
Payroll taxes 13,565 15,060 11,844 40,469

Total payroll expenses 215,592 261,259 184,821 661,672

Grants 2,713,559 - - 2,713,559
Consulting 14,256 - - 14,256
Legal fees - 2,673 - 2,673
Accounting - 19,298 - 19,298
Advertising and promotion - - 63,171 63,171
Office expenses 6,018 10,473 8,673 25,164
Information technology 14,524 14,886 13,690 43,100
Charitable gift annuity 4,400 - - 4,400
Occupancy 11,642 12,925 10,164 34,731
Travel 3,405 869 1,528 5,802
Conferences and meetings 6,787 3,063 6,536 16,386
Insurance - 2,759 - 2,759
Component fund costs 57,436 - 1,675 59,111
Memberships - 12,568 75 12,643

Total expenses $ 3,047,619 $ 340,773 $ 290,333 $ 3,678,725

The accompanying notes are an integral part of these financial statements. -6-



Grand Traverse Regional Community Foundation

STATEMENT OF FUNCTIONAL EXPENSES

Year Ended December 31, 2017

Program
Services

Management
& General Fundraising

Total
Expenses

Salaries and wages $ 86,701 $ 185,475 $ 147,885 $ 420,061
Employee benefits 5,172 37,186 - 42,358
Retirement 2,308 27,069 4,038 33,415
Payroll taxes 6,301 13,479 10,748 30,528

Total payroll expenses 100,482 263,209 162,671 526,362

Grants 2,530,496 - - 2,530,496
Consulting 1,200 - - 1,200
Legal fees - 420 - 420
Accounting - 16,106 - 16,106
Advertising and promotion - - 65,784 65,784
Office expenses 5,042 7,623 9,822 22,487
Information technology 5,782 12,096 9,645 27,523
Charitable gift annuity 4,400 - - 4,400
Occupancy 5,990 12,815 10,218 29,023
Travel 2,302 4,041 1,828 8,171
Conferences and meetings 6,170 8,777 9,562 24,509
Insurance - 3,205 - 3,205
Component fund costs 21,519 - 2,177 23,696
Memberships - 11,383 125 11,508

Total expenses $ 2,683,383 $ 339,675 $ 271,832 $ 3,294,890

The accompanying notes are an integral part of these financial statements. -7-



Grand Traverse Regional Community Foundation

STATEMENTS OF CASH FLOWS

For the years ended December 31,

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets $ (3,184,280) $ 7,273,175
Adjustments to reconcile change in net assets to net cash from

operating activities
Endowment gifts (3,259,103) (1,377,725)
Net realized (gain) loss on sales of investments (662,085) (323,772)
Net unrealized (gain) loss on investments 6,058,797 (6,214,286)
Noncash contribution of investments (1,690,235) (512,461)
Change in value of beneficial interest in charitable

remainder trusts 113,000 (34,000)
Changes in operating assets and liabilities

Pledges receivable 2,599 70,370
Prepaid expenses 16,732 4,680
Grants payable 13,951 (200,833)
Accounts payable 7,693 2,392
Accrued liabilities (124) (1,670)

Net cash flows from operating activities (2,583,055) (1,314,130)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investments (348,454) (1,943,397)
Proceeds from sales of investments 136,960 1,436,588

Net cash flows from investing activities (211,494) (506,809)

CASH FLOWS FROM FINANCING ACTIVITIES
Cash donations restricted for endowment 3,259,103 1,377,725

NET CHANGE IN CASH AND CASH EQUIVALENTS 464,554 (443,214)

Cash and cash equivalents, beginning of year 727,736 1,170,950

Cash and cash equivalents, end of year $ 1,192,290 $ 727,736

The accompanying notes are an integral part of these financial statements. -8-



Grand Traverse Regional Community Foundation

NOTES TO FINANCIAL STATEMENTS

NOTE A - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Grand Traverse Regional Community Foundation (the "Foundation") was formed in January 1992 to
accept, administer and distribute property for educational, scientific, literary, cultural and charitable
purposes in accordance with the terms of gifts, bequests or devises.  The Foundation primarily serves the
residents of Antrim, Benzie, Grand Traverse, Kalkaska and Leelanau counties in northern Michigan.

Description of Funds

The Foundation administers approximately 300 funds under fund agreements established between
original donors and the Foundation.  Fund distributions are approved by the Board of Directors of the
Foundation according to the purpose of the fund.  Interfund grants and administrative charges are
eliminated in the basic financial statements of the Foundation.  

Basis of Accounting and Financial Statement Presentation

The financial statements of the Foundation have been prepared on the accrual basis of accounting and,
accordingly, reflect all significant receivables, payables and other liabilities.

The Foundation reports information regarding its financial position and activities according to two
classes of net assets depending on the existence or absence of donor-imposed restrictions and are as
follows:

Net Assets Without Donor Restrictions – Net assets available for use in general operations and not
subject to donor restrictions. 

Net Assets With Donor Restrictions – Net assets subject to donor- (or certain grantor-) imposed
restrictions.  Some donor-imposed restrictions are temporary in nature, such as those that will be met
by the passage of time or other events specified by the donor.  Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity.  Donor-
imposed restrictions are released when a restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or
both.

Cash and Cash Equivalents

Cash and cash equivalents include demand deposits in a bank, money market funds and all unendowed
temporary investments with an original maturity of three months or less.  

-9-



NOTES TO FINANCIAL STATEMENTS - Continued

Investments

Investment securities purchased are initially recorded at cost and investment securities received by gift
are recorded at fair value at the date of donation.  Thereafter, the carrying value of such investments are
adjusted to fair value, which is determined using published exchange market quotations where applicable
or estimated fair values provided by external investment managers or other sources.  Realized and
unrealized gains and losses are reflected as investment return, net in the accompanying statements of
activities.

Pledges

Pledges are recognized as revenue when the donor makes a promise to give to the Foundation that is, in
substance, unconditional and collection is reasonably assured.  Pledges are reported at the face value
which approximates present value.  Pledges are periodically offset against revenue when management has
deemed collection unlikely.

Beneficial Interest in Charitable Remainder Trusts

The Foundation is the beneficiary of irrevocable charitable remainder trusts in connection with split-
interest agreements with donors.  Contribution revenue is recognized at the date the trusts are established
based on the expected present value of the Foundation's interest in the assets of the trusts.  Subsequent
changes in the value of the assets and other changes in the estimates of future receipts are recognized in
the accompanying statements of activities.

Grants Payable

The Foundation approves assets for distribution and reduces grants payable upon payment to local
nonprofit organizations or individual scholarship recipients.

Fair Value Measurements

The Foundation follows FASB ASC 820, Fair Value Measurements, which defines fair value, establishes
a framework for measuring fair value and enhances disclosures about fair value measurements.  FASB
ASC 820, applies whenever other financial reporting standards require or permit assets or liabilities to be
measured at fair value on a recurring basis and, therefore, does not expand the use of fair value in any
new circumstances.  Fair value is defined as the exchange price that would be received to sell an asset or
paid to transfer a liability in the principal or more advantageous market for the asset or liability in an
orderly transaction (i.e., not a forced transaction, such as a liquidation or distressed sale) between market
participants at the measurement date.  FASB ASC 820, clarifies that fair value should be based on the
assumptions market participants would use when pricing an asset or liability and establishes a fair value
hierarchy that prioritizes the information used to develop those assumptions.  The fair value hierarchy
gives the highest priority to quoted prices in active markets and the lowest priority to unobservable data.
For assets and liabilities recorded at fair value, it is the Foundation's policy to maximize the use of
observable inputs and minimize the use of unobservable inputs when developing fair value measurements
for those financial instruments for which there is an active market.

-10-



NOTES TO FINANCIAL STATEMENTS - Continued

Donations

Donations, including unconditional promises to give, are recognized as revenues in the period received.
Conditional promises to give are recognized when the conditions on which they depend are substantially
met.  The Foundation records donations of non-cash assets at their appraised or fair value at the date of
gift.

Functional Allocation of Expenses

The costs of program and supporting services activities have been summarized on a functional basis in
the statements of activities.  The statement of functional expenses presents the natural classification detail
of expenses by function.  Accordingly, certain costs have been allocated among the programs and
supporting services benefited.  Salaries and benefits are allocated based on estimates of time and effort
and certain other costs are allocated based on specific benefits received. 

Tax Status

The Internal Revenue Service has determined that the Foundation is exempt from Federal income taxes
under Section 501(c)(3) of the Internal Revenue Code.  Also, the Foundation has been certified as a
community foundation by the State of Michigan and has received determination as an "other than private
foundation" under section 170(b)(1)(A)(vi) of the Internal Revenue Code.  The Foundation is subject to
income tax only on the business income not related to its exempt purpose.  Such taxes are generally
insignificant.  Accordingly, no provision for income taxes has been recorded in the accompanying
financial statements.

The Foundation files information returns in the U.S. Federal jurisdiction.  With few exceptions, the
Foundation is no longer subject to U.S. Federal examinations by tax authorities for years before
December 31, 2015. 

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and 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 amounts could differ
from those estimates.  The Foundation used estimates, which could change by material amounts in the
near-term, in the valuation of pledges receivable and charitable remainder trusts.

Subsequent Events

The Foundation has evaluated subsequent events and transactions for potential recognition and disclosure
through April 18, 2019, the date the financial statements were available to be issued. 

-11-



NOTES TO FINANCIAL STATEMENTS - Continued

NOTE B - NET ASSETS RESTATEMENT

In the year ended December 31, 2018, the Foundation adopted the provisions of Financial Accounting
Standards Board ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements
of Not-for-Profit Entities.  As a result, the a Statement of Functional Expenses was added to the financial
statements and the Foundation's net assets were restated as follows:

Net Assets
Without
Donor

Restrictions

Net Assets
With Donor
Restrictions Total

January 1, 2017 beginning net assets, as
originally presented

Unrestricted $ (955,320) $ - $ (955,320)
Temporarily restricted - 4,954,011 4,954,011
Permanently restricted - 49,739,836 49,739,836

Reclassification of deficit endowment
funds to net assets with donor
restrictions. 1,352,251 (1,352,251) -

January 1, 2017 beginning net assets, as
restated $ 396,931 $53,341,596 $53,738,527

December 31, 2017 ending net assets, as
originally presented

Unrestricted $ 306,391 $ - $ 306,391
Temporarily restricted - 9,558,097 9,558,097
Permanently restricted - 51,147,214 51,147,214

Reclassification of deficit endowment
funds to net assets with donor
restrictions. 106,379 (106,379) -

December 31, 2017 ending net assets, as
restated $ 412,770 $60,598,932 $61,011,702

Investment fees of $63,686 and $57,815 for the years ended December 31, 2018 and 2017, respectively,
were reclassified against investment income. 

-12-



NOTES TO FINANCIAL STATEMENTS - Continued

NOTE C - LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting
their use, within one year of the balance sheet date, are comprised of the following at December 31, 2018:

Cash and cash equivalents - operating $ 223,304
Investments - operating 278,829

Totals $ 502,133

Our endowment funds consist of donor-restricted endowments.  Income from donor-restricted
endowments is restricted for specific purposes.  Donor-restricted endowment funds are not available for
general expenditure.

NOTE D - DEPOSITS

The Foundation maintains its cash in bank deposit accounts at various financial institutions.  The
balances periodically exceed the Federal insurance limit for deposits.  At December 31, 2018 and 2017,
$225,097 and $587,961 were uninsured, respectively.  Management evaluates the financial institutions in
which the Foundation deposits its funds and assesses the level of risk associated with those institutions.

NOTE E - INVESTMENTS

The Foundation's investments are held by financial institutions and consisted of the following at
December 31:

2018 2017
Fair Value Cost Fair Value Cost

Endowment Funds:
Fixed income $11,815,825 $12,429,879 $15,376,433 $15,581,890
Domestic equity 20,340,243 15,221,265 19,889,143 13,046,505
International equity 13,093,624 14,231,556 13,397,344 11,610,891
Alternative investments 7,978,693 8,271,291 8,188,063 7,496,629

Temporary Funds:
Fixed income 2,938,186 2,943,548 2,810,571 2,810,076

Total investments $56,166,571 $53,097,539 $59,661,554 $50,545,991

Alternative investments consist of commodity funds, long/short equities, emerging market equities,
nontraditional bonds, real estate investment trusts and hedge funds.  

Investment return is recorded net of investment expenses.  Investment expenses totaled $63,686 and
$57,815 as of December 31, 2018 and 2017, respectively. 

-13-



NOTES TO FINANCIAL STATEMENTS - Continued

Concentration of Credit Risk - Investments

Brokerage accounts have insurance of $500,000 per broker, provided by the Securities Investor
Protection Corporation.  The balance of investments exceeded insured limits by $55.2 million at
December 31, 2018.

NOTE F - PLEDGES RECEIVABLE

Pledges receivable as of December 31, 2018 and 2017 consist of unconditional promises to give to
endowment funds.  The carrying value of these pledges approximates present value.  No allowance for
uncollectible pledges is recorded as of December 31, 2018 and 2017 because such amounts are expected
to be insignificant.  Amounts are to be received as follows:

2018 2017

2018 $ - $ 12,566
2019 12,267 2,300

$ 12,267 $ 14,866

NOTE G - FAIR VALUE

The Foundation utilizes fair value measurements to record fair value adjustments to investments and
beneficial interest in charitable remainder trusts and to determine fair value disclosures.  These assets are
recorded at fair value on a recurring basis.

Fair Value Hierarchy

Under FASB ASC 820, the Foundation groups its investments and beneficial interest in charitable
remainder trusts at fair value into three levels, based on the markets in which the investments are traded
and the reliability of the assumptions used to determine fair value.  These levels are:

Level 1:  Valuation is based upon quoted prices for identical instruments traded in active markets.
Level 1 securities include those traded on an active exchange, such as the New York Stock Exchange,
U.S. Treasury securities that are traded by dealers or brokers in active over-the-counter markets and
money market funds valued at net asset value of shares held by the Foundation at year-end.

Level 2:  Valuation is based upon quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active and model-based valuation
techniques for which all significant assumptions are observable in the market.

Level 3:  Valuation is generated from model-based techniques that use at least one significant
assumption not observable in the market.  These unobservable assumptions reflect estimates that
market participants would use in pricing the asset or liability.

-14-



NOTES TO FINANCIAL STATEMENTS - Continued

Fair value measurement for the Foundation's investments is based upon quoted prices.  Level 1
investments include equity securities (primarily mutual funds) and debt securities (principally corporate
bonds).  Level 3 investments include private company stock.

Fair value measurement for the beneficial interest in charitable remainder trust is based upon an
estimated rate of return, anticipated future payments to be made to the donor during the donor's life,
donor's life expectancy and an assumed discount rate as discussed further in Note H.

The following tables set forth by level, within the fair value hierarchy, the Foundation's assets and
liabilities at fair value:

Assets at Fair Value as of December 31, 2018

Level 1 Level 2 Level 3 Total
Assets

Fixed income $ 14,754,009 $ - $ - $ 14,754,009
Domestic equity 20,340,245 - - 20,340,245
International equity 13,093,624 - - 13,093,624
Alternative investments 7,978,693 - - 7,978,693
Charitable remainder trusts - - 555,000 555,000

$ 56,166,571 $ - $ 555,000 $ 56,721,571

Assets at Fair Value as of December 31, 2017

Level 1 Level 2 Level 3 Total
Assets

Fixed income $ 18,187,004 $ - $ - $ 18,187,004
Domestic equity 19,889,143 - - 19,889,143
International equity 13,397,344 - - 13,397,344
Alternative investments 8,188,063 - - 8,188,063
Charitable remainder trusts - - 668,000 668,000

$ 59,661,554 $ - $ 668,000 $ 60,329,554

Alternative investments consist of commodities, long/short equities, emerging market equities,
nontraditional bonds, real estate investment trusts and hedge funds.  

-15-



NOTES TO FINANCIAL STATEMENTS - Continued

The table below presents a reconciliation for the Foundation's beneficial interest in charitable remainder
trusts measured at fair value using significant unobservable inputs (Level 3) for the years ended
December 31, 2018 and 2017:

Beneficial Interest
in Charitable

Remainder Trusts

Balance, January 1, 2017 $ 634,000
Change in value of beneficial interest in

charitable remainder trusts 34,000

Balance, December 31, 2017 668,000

Change in value of beneficial interest in
charitable remainder trusts (113,000)

Balance, December 31, 2018 $ 555,000

NOTE H - CHARITABLE REMAINDER TRUSTS

As of January 1, 2014, a donor having a charitable remainder unitrust managed by a third party named the
Foundation as the remainder beneficiary.  Under the terms of this split-interest agreement, the third party
trustee must pay the donor 4.5% - 5% of the net fair value of the assets of the trust as valued on the first
day of each taxable year of the trust.  Such payments continue throughout the donor's life; at the time of
the donor's death, the trust will terminate, and the remaining trust assets will be distributed to the
Foundation. 

At December 31, 2018, based on the donors' life expectancies and an assumed 3.6% discount rate, the fair
value of the beneficial interest to be received by the Foundation was estimated at $555,000. 

At December 31, 2017, based on the donors' life expectancies and an assumed 2.6% discount rate, the fair
value of the beneficial interest to be received by the Foundation was estimated at $668,000.

-16-



NOTES TO FINANCIAL STATEMENTS - Continued

NOTE I - GRANTS PAYABLE

The Foundation has an annual spending policy to distribute the larger of each fund's (1) previous year's
endowment earnings, (2) 4% of the fund's average fair values over the prior 12 quarters through the
previous year-end or (3) the remaining balance in grants payable.  Grants payable consist of grants
approved for distribution under this spending policy but not paid to local non-profit organizations or
individual scholarship recipients.  At December 31, amounts scheduled to be paid are as follows:

2018 2017

2018 $ - $ 66,645
2019 80,596 -

$ 80,596 $ 66,645

NOTE J - NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consists of the following amounts at December 31:

2018 2017

Subject to expenditure for specific purpose
Charitable remainder trusts $ 555,000 $ 668,000
Endowments 54,077,539 57,455,984
Grant making 2,791,459 2,474,948

     Total net assets with donor restrictions $57,423,998 $60,598,932

NOTE K - ENDOWMENT

The Foundation's endowment consists of individual funds that are donor restricted or Board designated,
and have been established for a variety of purposes.  As required by generally accepted accounting
principles, net assets associated with endowment funds, including funds designated by the Board of
Directors to function as endowments, are classified and reported based on the existence or absence of
donor-imposed restrictions.

-17-



NOTES TO FINANCIAL STATEMENTS - Continued

Interpretation of Relevant Law

The Foundation is subject to the Michigan Uniform Prudent Management of Institutional Funds Act
(UPMIFA) (Act 87 of 2009), and, thus, classifies amounts in its donor restricted endowment funds as net
assets with donor restrictions because those net assets are time restricted until the Foundation
appropriates such amounts for expenditure.  Most of those net assets also are subject to purpose
restrictions that must be met before reclassifying those net assets to net assets without donor restrictions.
The Foundation has interpreted UPMIFA as not requiring the maintenance of purchasing power of the
original gift amount contributed to an endowment fund, unless a donor stipulates the contrary.  As a
result of this interpretation, when reviewing its donor restricted endowment funds, the Foundation
considers a fund to be underwater if the fair value of the fund is less than the sum of (a) the original value
of initial and subsequent gift amounts  donated to the fund, and (b) any accumulations to the fund that are
required to be maintained in perpetuity in accordance with the direction of the applicable donor gift
instrument.  The Foundation has interpreted UPMIFA to permit spending from underwater funds in
accordance with prudent measures required under law.  Additionally, in accordance with UPMIFA, the
Foundation considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

1. The duration and preservation of the fund;
2. The purpose of the organization and the donor-restricted endowment fund;
3. General economic conditions;
4. The possible effect of inflation and deflation;
5. The expected total return from income and the appreciation (depreciation) of investments;
6. Other resources of the organization;
7. The investment policies of the foundation.

This space left blank intentionally
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NOTES TO FINANCIAL STATEMENTS - Continued

Following is a summary of the changes in the endowment net assets:

Without
Donor

Restrictions
With Donor
Restrictions Total

Endowment net assets as of
January 1, 2017 $ (1,352,251) $ 52,092,281 $ 50,740,030

Investment return:
Investment income - 1,312,086 1,312,086
Net realized and unrealized gain - 6,542,531 6,542,531

Net investment gain - 7,854,617 7,854,617
Contributions and other revenue - 1,487,974 1,487,974
Transfers from temporary funds requested

by fund advisors - (9,120) (9,120)
Change in deficit in endowments 1,352,251 (1,352,251) -
Appropriation of endowment assets for

expenditure 2,617,517 (2,617,517) -
Expenditure of endowment assets or

approval of distribution (2,617,517) - (2,617,517)

Changes to endowment net assets 1,352,251 5,363,703 6,715,954

Endowment net assets as of
December 31, 2017 - 57,455,984 57,455,984

Investment return:
Investment income - 1,453,959 1,453,959
Net realized and unrealized gain - (5,409,030) (5,409,030)

Net investment loss - (3,955,071) (3,955,071)
Contributions and other revenue - 3,406,869 3,406,869
Transfers from temporary funds requested

by fund advisors - (8,812) (8,812)
Appropriation of endowment assets for

expenditure 2,821,431 (2,821,431) -
Expenditure of endowment assets or

approval of distribution (2,821,431) - (2,821,431)

Changes to endowment net assets - (3,378,445) (3,378,445)

Endowment net assets as of
December 31, 2018 $ - $ 54,077,539 $ 54,077,539
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NOTES TO FINANCIAL STATEMENTS - Continued

Underwater Endowment Funds

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or UPMIFA requires to retain as a fund of perpetual duration.  

Donor Restricted Underwater Endowments consist of the following at December 31,:

2018 2017

Current fair value $ 34,631,821 $ 3,832,180
Original value 37,000,646 3,938,559

Deficiencies $ (2,368,825) $ (106,379)

These deficiencies resulted from unfavorable market fluctuations that occurred shortly after the
investment of new contributions for donor-restricted endowment funds and continued appropriation for
certain programs that was deemed prudent by the Foundation.  The governing board appropriated for
expenditure $86,826 from underwater endowment funds during the year. 

Return Objectives and Risk Parameters

The Foundation has adopted investment policies for endowment assets that attempt to maximize total
return over the long-term, recognizing there will be some volatility over the short-term, to provide a
stream of funding to programs supported by the endowment while seeking to maintain the purchasing
power of the endowment assets, which includes those assets of donor-restricted funds that must be held in
perpetuity.  Under this policy, the endowment assets are invested in a manner that is intended to produce
results that meet or exceed the price and yield results of established indexes for differing investment
classes while assuming a moderate level of investment risk.  The Foundation expects its endowment
funds, over time, to provide an average rate of return of 7.5% annually.  Actual returns in any given year
may vary from this range.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends).  The Foundation targets diversified asset allocation that places a greater
emphasis on equity-based investments to achieve long-term return objectives within prudent risk
constraints.
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NOTES TO FINANCIAL STATEMENTS - Continued

NOTE L - ADMINISTRATIVE FEES

The Foundation charges a fee for management of each fund.  The fees are assessed at the end of each
quarter based upon the ending quarterly average balances for net assets on a trailing twelve quarter rolling
period.  Fees vary by the fund agreement for each fund.  Fees charged to most funds have been
established at 1%.  For the more recently established funds, the fee has been established at 1.5%.  Any
endowed fund that has been established for three full calendar years will be charged a minimum fee of
$250 annually.  In the case of sponsored temporary funds, policy calls for a 2% fee.  Exceptions to these
fees may be made by the President/Chief Executive Officer of the Foundation.

Administrative fees charged by the Foundation to temporarily and permanently restricted funds amounted
to $823,258 and $751,539 during the years ended December 31, 2018 and 2017, respectively.

NOTE M - RETIREMENT PLAN

The Foundation participates in a Group Retirement Annuities 403(b) Plan and contributes 8% of each
employee's wages.  The Foundation contributed $42,333 and $33,415 during the years ended 
December 31, 2018 and 2017, respectively.

NOTE N - OPERATING LEASE

On November 1, 2015, the Foundation entered into a five-year operating lease for its current office space.
The lease requires monthly rental payments of $3,500 to $2,168 over the five-year period.  Property
taxes, maintenance and insurance are paid by the landlord.

On March 1, 2019, the Foundation entered into a three-year operating lease for office space.  The lease
requires monthly rental payments of $3,500 to $4,500 over the three-year period.  Property taxes,
maintenance and insurance are paid by the landlord.

Total rent expense for this lease amounted to $25,367 and $25,015 during the years ended
December 31, 2018 and 2017, respectively.

Future minimum lease payments as of December 31, 2018 are as follows:

2019 $ 35,000
2020 52,000
2021 54,000
2022 9,000

$ 150,000
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