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Independent Auditors’ Report

To the Board of Directors
Community Foundation of Morgan County, Inc.
Martinsville, Indiana

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Community Foundation of Morgan County, Inc.
which comprise the statement of financial position as of December 31, 2023, and the related statements of
activities and changes in net assets, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Community Foundation of Morgan County, Inc. as of December 31, 2023, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Community Foundation of Morgan County, Inc. and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management 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 and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events considered in the aggregate, that raise substantial doubt about Community Foundation of Morgan
County, Inc.’s ability to continue as a going concern, for one year after the date that the financial statements
are available to be issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance, and
therefore, is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit 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 Community Foundation of Morgan County, Inc.’s internal control. Accordingly, no
such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Community Foundation of Morgan County, Inc.’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited the Community Foundation of Morgan County, Inc.’s December 31, 2022
financial statements, and expressed an unmodified audit opinion on those audited financial statements in
our report dated July 13, 2023. In our opinion, the summarized comparative information presented herein
as of and for the year ended December 31, 2022 is consistent, in all material respects, with the audited
financial statements from which it has been derived.

Aj/qfr_\éz’;,,w; 3 Ol Lc,,./y.’/?(

Indianapolis, Indiana
May 21, 2024



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2023

WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION

AS OF DECEMBER 31, 2022

ASSETS

Current assets:
Cash and cash equivalents

Total current assets
Investments, at fair value
Property and equipment:
Building and building improvements
Furniture and equipment
Less: accumulated depreciation
Net property and equipment
TOTAL ASSETS
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Accrued payroll, taxes and benefits

Total current liabilities

Other liabilities:
Funds held for others

Total liabilities
Net assets:
Net assets without donor restrictions
Net assets without donor restrictions, board
designated for endowments and donor funds

Total net assets

TOTAL LIABILITIES AND NET ASSETS

See accompanying Notes to Financial Statements.

2023 2022

$ 1,859,522  $ 1,596,408
1,859,522 1,596,408
9,303,517 8,646,607
-0- 188,201

30,639 31,139
30,639 219,340
(23,072) (75,369)
7,567 143,971
$11,170,606 _$ 10,386,986
$ 14203 $ 5,867
4,756 4,357
18,959 10,224
1,306,170 1,267,485
1,325,129 1,277,709
946,573 856,549
8,898,904 8,252,728
9,845,477 9,109,277
$11,170,606 _$ 10,386,986




COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2023

WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2022

Year Ended December 31, 2023

Without With Year Ended
Donor Donor December 31,
Restrictions Restrictions Total 2022

Revenues and other support:

Contributions and grants $ 261327 $ -0- $ 261,327 $ 650,634

Investment return, net 1,245,399 -0- 1,245,399 (1,357,445)

Administrative fees 248,038 -0- 248,038 357,545

Other income -0- -0- -0- 715

Gain on sale of property and equipment 126,391 -0- 126,391 -0-

Total revenues and other support 1,881,155 -0- 1,881,155 (348,551)
Expenses:

Program services 859,312 -0- 859,312 901,085

Supporting services:

General and administrative 212,619 -0- 212,619 228,393
Fundraising 73,024 -0- 73,024 82,562

Total expenses 1,144,955 -0- 1,144,955 1,212,040
Change in net assets 736,200 -0- 736,200 (1,560,591)
Net assets, beginning of year 2,276,561 6,832,716 9,109,277 10,669,868
Reclassification of net assets 6,832,716 (6,832,716) -0- -0-
Net assets, end of year $9,845477 $ -0- $ 9,845,477 $ 9,109,277

See accompanying Notes to Financial Statements.




COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2022

Year Ended December 31, 2023

Supporting Services Year Ended
Program  General and December 31,
Description Services Administrative Fundraising Total 2022

Pass-through programming $265260 $ 0- $ -0- $ 265260 $ 208,201
Grants and scholarships 257,632 -0- -0- 257,632 331,397
Salaries and wages 103,218 81,100 61,439 245,757 274,651
Administrative fees 214,816 -0- -0- 214,816 225,380
Computer, software, and internet -0- 29,509 -0- 29,509 27,281
Employee benefits 10,505 8,254 6,253 25,012 27,336
Professional fees -0- 20,836 -0- 20,836 19,864
Payroll taxes 7,881 6,192 4,691 18,764 22,079
Depreciation -0- 15,242 -0- 15,242 17,915
Insurance -0- 9,795 -0- 9,795 9,227
Repairs and maintenance -0- 9,711 -0- 9,711 12,384
Office supplies -0- 7,847 -0- 7,847 6,570
Professional development -0- 7,635 -0- 7,635 9,016
Rent -0- 4,935 -0- 4,935 3,898
Occupancy -0- 3,490 -0- 3,490 4,626
Travel and entertainment -0- 2,066 -0- 2,066 3,608
Advertising -0- 1,954 -0- 1,954 2,850
Dues and subscriptions -0- 1,608 -0- 1,608 1,411
Printing and postage -0- 1,551 -0- 1,551 1,436
Service charges -0- 894 -0- 894 1,365
Donor development -0- -0- 641 641 1,540
Events and other -0- -0- -0- -0- 5
$859,312 $ 212619 $ 73,024 $ 1,144,955 $ 1,212,040

See accompanying Notes to Financial Statements.



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2023

WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION

FOR THE YEAR ENDED DECEMBER 31, 2022

Cash Flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash used in operating activities:
Realized and unrealized (gains) losses on investments
Gain on sale of property and equipment
Depreciation
Decrease in operating assets:
Prepaid expenses
Increase (decrease) in operating liabilities:
Accounts payable
Accrued payroll, taxes and benefits
Funds held for others, net

Net cash used in operating activities
Cash flows from investing activities:

Proceeds from sale of investments

Purchase of investments

Purchase of property and equipment

Proceeds from sale of property and equipment

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental information:
Interest paid

See accompanying Notes to Financial Statements.

2023 2022
$ 736,200 $ (1,560,591)
(1,079,309) 1,467,853
(126,391) -0-
15,242 17,915
-0- 3,661

8,336 (3,216)

399 (2,274)
38,685 (251,245)
(406,838) (327,897)
1,919,374 1,358,616
(1,496,975) (1,251,061)
-0- (2,878)

247 553 -0-
669,952 104,677
263,114 (223,220)
1,596,408 1,819,628
$ 1,859,522 $ 1,596,408
$ -0 $ 0-




COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

1. DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF ACTIVITIES

The Community Foundation of Morgan County, Inc. (the “Foundation”) is a not-for-profit organization. The
Foundation was established primarily to serve Morgan County by managing and distributing charitable
contributions, supporting qualified not-for-profit organizations, and providing philanthropic leadership to
improve the quality of life in the county.

BASIS OF ACCOUNTING

The accompanying financial statements of the Foundation have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of America.

BASIS OF PRESENTATION

The Foundation’s activities are reported in the following functional expense categories: program services
are expenses principally related to the Foundation’s programs described above and supporting services
including fundraising and general and administrative expenses which consist of all other non-program
expenses. Expenses that are common to these categories are periodically allocated based upon
management’s estimate. Expenses that can be identified with a specific program and support service are
allocated directly according to their natural expenditure classification.

The net assets and revenues, expenses, and gains and losses of the Foundation are classified based on
the existence or absence of donor-imposed restrictions. Net assets of the Foundation and changes therein
are classified and reported as follows:

Net Assets without Donor Restrictions - Net assets that are not subject to donor-imposed
stipulations or restrictions have expired or have been satisfied. While many of the Foundation’s
assets are subject to donor-imposed purpose and/or endowment restrictions, as a community
foundation, the Foundation’s fund agreements provide for the exercise of “variance power,” which
is the power to lift one or more restrictions in a gift instrument where changed circumstances have
rendered literal compliance with the restriction unnecessary, undesirable, impractical, or
impossible. Accounting standards provide that if the governing body of an organization has the
ability to remove a donor restriction, the contributions should be classified as net assets without
donor restrictions. Since it is the Foundation’s intent to conform to donor’'s requests, the
Foundation’s Board of Directors makes voluntary restrictions on net assets without donor
restrictions as considered necessary to meet donor requests. The designated net assets set aside
by the Board of Directors are included in net assets without donor restrictions. See Note 8.

Net Assets with Donor Restrictions — Funds received from donors or grantors who have specified
as to the use of their gifts or grants for specific purposes. Net assets with donor restrictions are not
subject to variance power and are subject to donor imposed restrictions that will be met by future
obligations or are to be invested and maintained intact in perpetuity. At December 31, 2023 and
2022, the Foundation had $0 of net assets with donor restrictions. See Note 13.




COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

CASH AND CASH EQUIVALENTS

For the purposes of the statements of financial position and cash flows, the Foundation considers all highly
liquid investments available for current use with an initial maturity of three months or less to be cash
equivalents.

INVESTMENTS, AT FAIR VALUE

Investments in marketable securities with readily determinable fair values, including debt and equity
securities and certificates of deposit, are reported at their fair values in the statement of financial position.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the
accrual basis. Dividends are recorded on the dividend date. Unrealized gains and losses are included in
the change in net assets in the period in which such changes occur. Investmentincome and gains restricted
by a donor are reported as increases in net assets with donor restrictions until the restrictions are met
(either by passage of time or by use) or are based on the related fund appropriations for expenditures in
accordance with the Foundation’s spending policy.

PROPERTY AND EQUIPMENT

Property and equipment with a purchase price of $1,000 or greater is capitalized at cost or, if donated, at
the approximate fair value at the date of donation. Such donations are reported as support without donor
restrictions unless the donor has explicit time or use restrictions. Major expenses incurred which
substantially increase the useful lives of the existing assets are capitalized. Maintenance, repairs and minor
renewals are expensed as incurred. The Foundation depreciates property and equipment using the straight-
line method over the following estimated useful lives:

Description Life
Building and building improvements 5-39
Furniture and equipment 3-5

Depreciation expense totaled $15,242 and $17,915 for the years ended December 31, 2023 and 2022,
respectively.

During the year ended December 31, 2023, the Foundation sold its building and building improvements.
The carrying value of the assets totaled $188,701 with accumulated depreciation of $67,539 at the time of
the sale. The Foundation received proceeds on the sale, net of related selling costs, of $247,553, resulting
in a gain on sale of property and equipment of $126,391 during the year ended December 31, 2023.



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates. Estimates
are used by the Foundation when accounting for depreciation, fair value of investments, accrued expenses,
and allocation of functional expenses.

REVENUE RECOGNITION

The Foundation receives grants and contributions from various not-for-profit organizations, corporate, and
individual sources that are recognized as revenue when they are received or unconditionally pledged. The
Foundation reports grants and contributions as donor restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a
stipulated time restriction ends or a purpose restriction is accomplished, or amounts have been allocated
for expenditure by the Board of Directors, donor restricted net assets are reclassified to net assets without
donor restrictions and reported in the statement of activities as net assets released from restrictions.

Revenue for administrative fees are recognized as income as the related services are provided according
to the terms of the administrative fee arrangement with the Kendrick Foundation (See Note 6) and the
various management fee arrangements with individual funds held by the Foundation. At December 31,
2023 and 2022, there were no amounts receivable related to administrative fee income. The Foundation
does not have any significant financing components as payment is received at or shortly after the delivery
of products and services.

The Foundation recognizes administrative fees for financial reporting purposes at points in time throughout
the respective administrative fee agreements as performance obligations are achieved; typically quarterly
or as funds are deposited, as governed by the specific agreements. Administrative fees are recorded in
amounts that reflect the consideration the Foundation expects to be entitled to in exchange for those
services.

The Foundation pays incremental costs upon the signing of contracts. Because the amount of incremental
costs expected to occur is not considered significant, the Foundation charges incremental costs to expense
as incurred.

ADMINISTRATIVE FEES

Administrative fees from endowed funds are expensed from the funds to support the operations of the
Foundation. Administrative fees from all funds are reflected as revenue on the statement of activities and
changes in net assets. The administrative fees from funds held for others are not included as expenses on
the statement of activities and changes in net assets since they are included in the change in funds held
for others.



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

ADVERTISING COSTS

The Foundation incurs advertising costs in the normal course of business which are expensed as incurred.
Advertising costs incurred totaled $1,954 and $2,850 during the years ended December 31, 2023 and 2022,
respectively.

FUNDS HELD FOR OTHERS

The Foundation receives contributions from other not-for-profit organizations in which the donor
organization specifies itself as the beneficiary of the fund. In such instances, the Foundation records the
contributed assets and any accumulated investments earnings as a liability in the statement of financial
position.

GOING CONCERN

Management evaluates whether there are conditions or events that raise substantial doubt about the
Foundation’s ability to continue as a going concern for the period of one year from the date the financial
statements are available to be issued.

INCOME TAXES

The Foundation is a not-for-profit organization under the laws of the State of Indiana and is exempt from
federal income taxes under Section 501(c)(3) of the Internal Revenue Code.

ACCOUNTING FOR UNCERTAINTY IN INCOME TAXES

The Foundation is subject to audit by federal, state or local authorities in the area of income taxes. Along
with a federal tax filing, the Foundation files in the State of Indiana. The Foundation’s federal and state
income tax returns for 2020 through 2023 are subject to examination by the applicable tax authorities,
generally for three years after the later of the original or extended due date. These audits could include
questioning the Foundation’s tax-exempt status and compliance with federal, state, and local tax laws.
Management is not aware of any tax positions that are more likely than not to change in the next twelve
months or that would not sustain an examination by applicable taxing authorities. Therefore, there is no
effect recorded in these financial statements for assets or liabilities resulting from unrecognized tax benefits.
The Foundation’s policy is to recognize penalties and interest as incurred in the statement of activities and
changes in net assets, which totaled $0 for each of the years ended December 31, 2023 and 2022.

ADOPTION OF NEW ACCOUNTING STANDARD

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). This new standard, which the
Foundation adopted effective January 1, 2022, is intended to improve financial reporting about leasing
transactions by requiring entities that lease assets to recognize on their statement of financial position the
assets and liabilities for the rights and obligations created by those leases and to provide additional
disclosures regarding the leases. Leases with terms (as defined in the ASU) of twelve months or less are
not required to be reflected on an entity’s statement of financial position. Due to the nature of the
Foundation’s lease arrangements, the adoption of this standard had no significant impact on these financial
statements. See Note 11.

10



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

2. INVESTMENTS, AT FAIR VALUE

Investments are stated at fair value and consist of fixed income debt securities, common stocks, mutual
funds, exchange-traded funds, and a certificate of deposit. Fair values and unrealized appreciation
(depreciation) are summarized as follows:

Unrealized
Fair Appreciation
December 31, 2023: Cost Value (Depreciation)
Fixed income debt securities:
U.S. Government $ 198,060 $ 198,744 $ 684
State and municipal 107,516 102,255 (5,261)
Corporate mortgage/asset backed 2,706,804 2,592,443 (114,361)
Common stock:
Industrials 412,829 766,683 353,854
Communication services 394,054 656,049 261,995
Consumer discretionary 339,047 740,218 401,171
Financial 788,485 1,359,996 571,511
Health care 295,629 291,258 (4,371)
Information technology 315,011 917,353 602,342
Mutual funds:
International 21,222 21,030 (192)
Exchange-traded funds:
Developed markets 798,288 871,780 73,492
Emerging markets 281,692 260,369 (21,323)
Small-cap 162,009 286,861 124,852
Short-term bonds 38,461 36,729 (1,732)
Certificate of deposit 200,000 201,749 1,749
Totals $ 7,059,107 $ 9,303,517 $ 2,244,410

11



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

Unrealized
Fair Appreciation
December 31, 2022: Cost Value (Depreciation)

Fixed income debt securities:

U.S. Government $ 51,605 $ 48,752 $ (2,853)

State and municipal 108,458 99,871 (8,587)

Corporate mortgage/asset backed 2,660,663 2,694,702 34,039

Foreign obligations 50,506 49,536 (970)
Common stock:

Industrials 378,853 532,411 153,558

Communication services 482,141 486,091 3,950

Consumer discretionary 393,456 739,684 346,228

Financial 751,397 1,177,266 425,869

Health care 317,142 404,451 87,309

Information technology 434,809 853,668 418,859
Mutual funds:

International 21,222 21,030 (192)
Exchange-traded funds:

Developed markets 826,896 793,233 (33,663)

Emerging markets 386,626 339,906 (46,720)

Small-cap 264,393 406,006 141,613

Totals $ 7,128,167 $ 8,646,607 $ 1,518,440

12



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023

WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION

AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

The following schedule summarizes the investment return and its classification in the statement of activities

and changes in net assets for the year ended:

December 31, 2023:

Without Donor
Restrictions Total
Interest and dividend income $ 237,768 $ 237,768
Realized and unrealized gains on investments 1,079,309 1,079,309
Investment fees (71,678) (71,678)
Investment return, net $ 1,245,399 $ 1,245,399
December 31, 2022:
Without Donor
Restrictions Total

Interest and dividend income $ 185,417 $ 185,417
Realized and unrealized losses on investments (1,467,853) (1,467,853)
Investment fees (75,009) (75,009)
Investment return, net $ (1,357,445)  $ (1,357,445)
Contractual maturities for fixed income debt securities are as follows:

Contractual maturities for fixed income debt securities are as follows:

Fair Value Fair Value
December 31, 2023 December 31, 2022

Due in one year or less $ 383,074 $ 439,958
Due in one to two years 255,963 378,381
Due in two to five years 748,187 930,585
Due after five years 1,506,218 1,143,937
Total $ 2,893,442 $ 2,892,861

3. CONCENTRATION OF CREDIT RISK

Financial instruments which potentially subject the Foundation to concentrations of credit risk consist
principally of temporary cash investments and investments in various securities. Investment securities are
exposed to various risks, such as interest rate, market and credit risks. Due to the level of risk associated
with certain investment securities, it is at least reasonably possible that changes in the values of investment
securities will occur in the near term and that such changes could materially affect the account balances.

13



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

The Foundation places its cash investments with high quality financial institutions and are insured by the
Federal Deposit Insurance Corporation (FDIC) up to $250,000. The bank accounts, at times, may exceed
federally insured limits. At December 31, 2023 and 2022, there were cash and cash equivalents in the
bank in excess of insured amounts and cash held in uninsured investment accounts of $1,547,772 and
$1,230,271. The Foundation has not experienced any losses on such accounts.

4. FAIR VALUE MEASUREMENTS

The Foundation’s financial assets and liabilities are reported at fair value in the accompanying statement
of financial position. The methods used to measure fair value may produce an amount that may not be
indicative of net realizable value or reflective of future fair values. Furthermore, although the Foundation
believes its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine fair value of certain financial assets or liabilities could
result in a different fair value measurement at the reporting date.

The Foundation uses a three-level fair value hierarchy that prioritizes the inputs used to measure fair value.
This hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets
or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of inputs
used to measure fair value are as follows:

e Level 1 — Quoted prices in active markets for identical assets or liabilities that the Foundation has
the ability to access at the measurement date. The fair values of common stocks, mutual funds
and exchange-traded funds are based on quoted market prices which represent the last reported
sales price for these instruments on the last business day at year end.

e Level 2 — Observable inputs other than quoted prices included in Level 1, such as quoted prices
for similar assets and liabilities in active markets, similar assets and liabilities in markets that are
not active or can be corroborated by observable market data. The fair value of fixed income debt
securities, including U.S. Government securities, state and municipal securities, corporate
mortgage/asset backed bonds, foreign obligations, and certificates of deposit are valued by the
financial institution holding the securities using pricing models maximizing the use of observable
inputs for similar securities.

e level 3 — Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets and liabilities. This includes certain pricing models,
discounted cash flow methodologies and similar techniques that use significant unobservable
inputs.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of input that is significant to the fair value measurement. Valuation techniques maximize the use of
relevant observable inputs and minimize the use of unobservable inputs.

The carrying amounts reflected in the statement of financial position for cash and cash equivalents
approximates its respective fair value.

14



COMMUNITY FOUNDATION OF MORGAN COUNTY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2023
WITH SUMMARIZED COMPARATIVE FINANCIAL INFORMATION

AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2022

The following tables present information on these assets as well as the fair value hierarchy used to

determine their fair value:

December 31, 2023:

Fixed income debt securities:
U.S. Government
State and municipal

Corporate mortgage/asset backed

Common stock:
Industrials
Communication services
Consumer discretionary
Financial
Health care
Information technology
Mutual funds:
International
Exchange-traded funds:
Developed markets
Emerging markets
Small-cap
Short-term bonds
Certificate of deposit

Totals

Level 1: Level 2:
Quoted Prices Significant
in Active Other Total
Markets for Observable Fair
Identical Assets Inputs Value
$ -0- $ 198,744 $ 198,744
-0- 102,255 102,255
-0- 2,592,443 2,592,443
766,683 -0- 766,683
656,049 -0- 656,049
740,218 -0- 740,218
1,359,996 -0- 1,359,996
291,258 -0- 291,258
917,353 -0- 917,353
21,030 -0- 21,030
871,780 -0- 871,780
260,369 -0- 260,369
286,861 -0- 286,861
36,729 -0- 36,729
-0- 201,749 201,749
$ 6,208,326 $ 3,095,191 $ 9,303,517
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Level 1: Level 2:
Quoted Prices Significant
in Active Other Total
Markets for Observable Fair
December 31, 2022: Identical Assets Inputs Value
Fixed income debt securities:
U.S. Government $ -0- $ 48,752 $ 48,752
State and municipal -0- 99,871 99,871
Corporate mortgage/asset backed -0- 2,694,702 2,694,702
Foreign obligations -0- 49,536 49,536
Common stock:
Industrials 532,411 -0- 532,411
Communication services 486,091 -0- 486,091
Consumer discretionary 739,684 -0- 739,684
Financial 1,177,266 -0- 1,177,266
Health care 404,451 -0- 404,451
Information technology 853,668 -0- 853,668
Mutual funds:
International 21,030 -0- 21,030
Exchange-traded funds:
Developed markets 793,233 -0- 793,233
Emerging markets 339,906 -0- 339,906
Small-cap 406,006 -0- 406,006
Totals $ 5,753,746 $ 2,892,861 $ 8,646,607

5. FUNDS HELD FOR OTHERS

Funds held for others represent funds placed on deposit with the Foundation by other organizations based
on their individual board resolutions or the Foundation has entered into an agreement to serve as a fiscal
agent for the organizations. The Foundation accounts for these transfers as a liability. Income is added to
these funds periodically in accordance with the Foundation’s investment allocation policies. Contributions,
net investment return, and distributions to those organizations are reflected as adjustments to the liability
account and are not reflected in the accompanying statement of activities and changes in net assets.
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The following is a progression of funds held for others during the years ended December 31:

2023 2022
Beginning balance $1,267,485 $1,518,730
Contributions 178,745 166,088
Investment return, net 133,084 (162,471)
Administrative fees (33,222) (32,723)
Grants and scholarships paid (237,413) (220,779)
Other program expenses (2,509) (1,360)
Ending balance $1,306,170 $1,267,485

6. ADMINISTRATIVE FEES REVENUE

During the year ended December 31, 2019, the Foundation renewed the existing agreement with the
Kendrick Foundation, Inc. to provide general administrative services in exchange for an annual
administrative fee. The term of the contract was for a five-year period ending June 30, 2024. The agreement
was subject to amendment for a one-year period after signing, and the base service fee was adjusted during
the year ended December 31, 2020. Effective June 30, 2022, the Foundation terminated the administrative
services agreement with the Kendrick Foundation, Inc. and no longer provides these services.

During the years ended December 31, 2023 and 2022, the Foundation received $-0- and $99,441 of

administrative fees related to this agreement which represented 0% and 4% of the total revenues of the
Foundation during the years ended December 31, 2023 and 2022, respectively.
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7. FINANCIAL ASSETS AVAILABLE AND LIQUIDITY

The following reflects the Foundation’s financial assets as of the statement of financial position date,
reduced by amounts not available for general use because of restrictions within one year of the date of the
statement of financial position. Amounts not available for general use include amounts set aside for long-
term investing in the Foundation’s board-restricted endowment that could be drawn upon if the board of
directors approves that action. Endowments and funds held with the Foundation that are subject to fund
agreements and for which the Foundation has variance power are also included in board designated
financial assets below based on the individual fund agreement’s intent. However, amounts already
appropriated from board-designated endowment funds for general expenditure within one year of the
statement of financial position date have not been reduced from available financial assets at year end.

2023 2022

Cash and cash equivalents $ 1,859,522 $ 1,596,408
Investments at fair value 9,303,517 8,646,607
Total financial assets available 11,163,039 10,243,015
Less: Financial assets unavailable for general expenditures
within one year, due to contractual or board-imposed
designations:

Board designated perpetually in nature

for endowment funds (5,455,373) (5,353,796)

Board designated with purpose restrictions (3,443,531) (2,898,932)

Funds held for others (1,306,170) (1,267,485)
Financial assets available to meet cash needs

for general expenditures within one year $ 957,965 $ 722,802

The Foundation is supported by donor contributions and grants and administrative fees on endowment
funds. Because it is the Foundation’s intent to use donor’s contributions in a particular manner or future
period consistent with the donor’s requests, the Foundation must maintain sufficient resources to meet
responsibilities to its donors. Thus, financial assets may not be available for general expenditures within
one year. As part of the Foundation’s liquidity management, it has a policy to have financial assets available
for general expenditures, liabilities, and other obligations that are due.
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8. NET ASSETS WITH BOARD DESIGNATIONS

At December 31, 2023 and 2022, net assets with board designations included with net assets without donor
restrictions are designated for the following purposes or periods:

2023 2022
Historic gift value of funds that are
designated perpetually in nature $5,455,373 $5,353,796
Purpose designated and endowed funds not
yet appropriated for expenditure 3,443,531 2,898,932
Total board designated net assets $8,898,904 $8,252,728

9. ENDOWMENT

The majority of the Foundation’s funds consist of endowed funds established for a variety of purposes. Its
endowment includes funds designated by the Board of Directors to function as endowments. The
Foundation maintains variance power over all endowment funds (including those established by donors) as
provided within all fund agreements. As required by accounting principles generally accepted in the United
States of America, 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.

The Board of Directors has interpreted the Uniform Prudent Management of Institutional Funds Act
(“UPMIFA”) as requiring the preservation of the historic gift value as of the gift date of the donor gift
instrument funding individual endowment funds, absent explicit donor stipulations to the contrary. As a
result of this interpretation, the Foundation classifies the following as board designated net assets without
donor restrictions (a) the original value of gifts donated to the permanent endowment, (b) the original value
of subsequent gifts to the permanent endowment, (c) accumulations to the permanent endowment made
in accordance with the direction of the applicable donor gift instrument at the time the accumulation is added
to the fund. The remaining portion of the board designated endowment fund is classified as net assets
without donor restrictions subject board designations until those amounts are appropriated for expenditure
by the Foundation in a manner consistent with the standard procedure prescribed by UPMIFA.

In accordance with UPMIFA, the Foundation considers the following factors in making a determination to
appropriate or accumulate the endowment funds:

. The duration and preservation of the fund

. The purposes of the Foundation and the endowment fund

. General economic conditions

. The possible effect of inflation and deflation

. The expected total return from income and the appreciation of investments
Other resources of the Foundation

g. The investment policies of the Foundation

SO QOO0 TOD
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The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding for granting purposes while seeking to maintain the purchasing
power of the endowment assets. Under this policy, as approved by the Board of Directors, the endowment
assets are invested in a manner that is intended to produce long-term growth of capital without undue
exposure to risk.

To satisfy its long-term rate of return objectives, the Foundation relies on a total strategy in which investment
decisions shall be made with the intent of maximizing the long-term total return of the portfolio through
market value changes (realized and unrealized) and through earned income (dividends and interest).

The Foundation has a policy of appropriating for distribution each year 4.5 percent of its endowment funds’
average fair value over the prior 36 months, or a lesser percentage as voted upon annually by the Board
of Directors. In establishing this policy, the Foundation considered the long-term expected return on its
endowment.

Since the Foundation maintains variance power over all endowment funds, all endowment funds are
considered net assets without donor restrictions subject to board designations as of December 31, 2023
and 2022. Changes in endowment net assets for the years ended December 31, 2023 and 2022 were as
follows:

Year Ended December 31, 2023:

Endowment net assets, beginning of year $ 7,620,906
Investment return, net 1,202,220
Contributions and grants 140,984
Appropriation of endowment assets

for expenditures (517,001)

Endowment net assets, end of year $ 8,447,109

Year Ended December 31, 2022:

Endowment net assets, beginning of year $ 9,046,779
Investment return, net (1,223,205)
Contributions and grants 368,681
Appropriation of endowment assets

for expenditures (571,349)

Endowment net assets, end of year $ 7,620,906
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10. UNDERWATER ENDOWMENTS

From time to time, the fair value of assets associated with individual endowment funds may fall below the
level that the donor or the UPMIFA requires the Foundation to retain as a fund of perpetual duration. At
December 31, 2023 and 2022, deficiencies of this nature existed in 14 and 20 endowment funds with fund
agreements subject to variance power. These deficiencies resulted from unfavorable market fluctuations
that occurred after the investment of new contributions for endowment funds and continued appropriation
for certain programs that were deemed prudent by the Board of Directors. At December 31, 2023 and 2022,
the historic value, current value, and deficiency were as follows:

2023 2022
Historical gift value $1,459,143 $2,456,039
Current fair value 1,277,123 2,174,308
Deficiency $ (182,020) $ (281,731)

The Foundation has a policy that permits spending from underwater endowment funds depending on the
degree to which the fund is underwater, unless precluded by donor intent or relevant laws and regulations.

11. LEASES

The Foundation leases its operating office space under a noncancelable lease agreement. The initial lease
term is for 6-months with monthly rent totaling $597 expiring in April 2024. The Foundation also leases
various office equipment under short-term rentals. Total operating lease expense was $4,935 and $3,898
for these short-term leases for the years ended December 31, 2023 and 2022, respectively.

12. SUBSEQUENT EVENTS

In accordance with ASC Topic 855, Subsequent Events, the Organization has evaluated subsequent events
through May 21, 2024, which is the date these financial statements were available to be issued, and has
determined that there are no subsequent events that require disclosure in the financial statements.

13. RECLASSIFICATION

Net assets with donor restrictions in the prior year financial statements and related disclosures have been
reclassified to net assets without donor restrictions for comparative purposes to conform to the presentation
in the current year financial statements. The overall reclassification had no impact on previously reported
changes in net assets or cash flows but resulted in a reclassification of $6,832,716 of net assets with donor
restrictions to board designated net assets without donor restrictions.
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