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ANSTISS |

ACCOUMTANTS

Independent Auditor's Report

To the Board Trustees of
Fssex County Community Foundation, inc.

We have audited the accompanying financial slatements of FEssex County Community
Foundation, In¢. (the Foundation), which comprisc the statements of financial position as
of June 30, 2016 and 2015, and the related statements of activities and cash flows {or the
years then ended. and the refated notes to the financial statements.

Management’s Responsibility for the Finuncial Statements
Maragement is responsible [or the preparation and f{air presenlation of these financial
statements in accordance with accounting principles genemlly accepted in the United
States of America; {his includes the design, implementation. and maintenance of intemal
control relevant (o the preparation and fair presentation of financial statements that are
free from material misstatement. whether due 1o fraud or error,

Anditor's Responsibility

{hur responsibtlity is lo express an opinion on these financial statements bascd on our
audits.  We conducted our audits in accordance with auditing standands penerally
secepled in the Uniied Slates of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance shout whether the financial statements
are free from material misstatement,

An audit involves performing procedures to obtain sudit evidence abowt the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the nisks of material misstatement of the financial
statements. whether due to fraud or crror. In making those risk asscssments, the auditor
comsiders internat contro] relevant to the entity’s preparation and fair presenlation of the
financial statements in order to design audit procedurcs that arc appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion.  An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonablencss of signilicant accounting estimates made by management, as well as
evaluating the overall preseatation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis {for our awdit epinion.
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(Opinion

In our epinion, the financial statements refemred to above present faicly, in all material
respects, the financial position of Fssex Counly Community Foundation, Inc. as of June
30, 2016 and 2015, and the changes in its net assets and ts cash flows for the vears then
caded in accordance with aceounting principles penerally accepted in the United States of

America.
Qv.af:mv ..

Anstiss & Co.  P.C.
August 29, 2016
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Essex County Community Foundation, Inc,

Statements of Financial Position
June 3, 2016 and 2015

Cash and cash cquivalents
Investments at fair value

Accrued interest

Unconditional promises w give - net
Prepaid expenses and other assets
Fixed assets - net

Annuitized split-interest agreements

Total assets

LIABILITIES AND NET ASSETS

Liabilities
Accoums pavable and accrued expenscs
Granls pavable
Deferred rent
Fiscal agency lability
Split-interest obligations
Agency endowment funds

Total ltahilities

Med assets
Unrestricled
Temporarily restricted
Permanently restricted

Tolal net assets
Total liahilities and net assers

ASSETS

2016 2015
$ 598877 % 471,229
50,086,796 37,237,384
41,801 -
4,020,000 29,057
6,144 8,455
14,985 4,480
642,182 739,810
§ $5.410.785 % 38,490,415
25849 0§ 09,167
98,900 750,168
- 1,369
196,549 182,068
642,182 739,810
1,427,221 11,285,362
12.390.701 13,057,944
36,220,791 22,529 83|
4817512 923,14u
1,981.78) 1.979.441
43,020,084 25.432.471
$ 55410785  § 38490415

-3

See the accompanying noles o these financial statements.



Essex County Community Foundation, Ine.

Statentent of Aclivilies

For the Year Ended Jung 30, 2015

suppocd and revenue

Contributions, grants, and pifis

Speciil event eevenue, net of cost of
dircet beneiit o donors o $129.491

Program tees

Tnvesiment ingome - net

Net assets reledsed from restrictions

Tonal suppart and revenuc

Lxpenses
Progratm serviees
Marnagenent and penweral

Fundraising
Tatal expenses
Change i nat asses

et assets i berinning of year

et asaets at ened of veor

Temporarily  Permanent]y Total

Unresteicted itesiricted Faesbricied 2005
S 32003%e 5 AF0EL 8 25010 5 0315840
83619 - - [83.619
12005 ] - - 120051
392,106 (118548 - 350,248
296,083 {2M6.0835) - -
0.942 585 (11,857 2x LI G452 B3R
5,312,861 - - 5.512.86]
332,800 - - 332800
119,074 - - A167
065 335 - - G65,335
77250 SE R ry 2500 BET.503
21.652 4031 Q355 1934331 24,544, 68
5 2520881 5 913040 % 1 97nA41 8 23432471

Yoo 1he accompanying noles o these financial stulenents,



Fssex County Communily Foundation, Ine.
Stulement of Activities

Fiur the Year Ended June 30, 216

Tempararily - Pormanently Tatul
Lnrestricted Resricted Regrstriciod 206
support and revenug
Comtribulions, grmts. and gitts SOIR808MM2 5 JLDeRIIZ & 2,340 % 2070474
Special cvent revenue. nel of cost of
clireet benefin to donors of 3860553 250003 - - 2504165
Propram foes 153,583 - - [5.583
Lvestment income (Joss) - it (4,476 {91 153} - (5.5331)
el wssets released from restictions 83114 {53.114) - -
Tutal support and revenue 19,252 48K 3891365 2,340 23.149.59]
Faponses
Progrit services a %4721 - - 4,947.1 14
Managemeat and general 330,703 - - ERIARIE
Vundransing 2810481 - - JE4.001
Tuotal expenses 5561 8T - - 2501978
Change i net assets 136404910 3894363 X344 [75RT.G13
Mot assels at beginning of vear 33 530 281 G23 114 1.979.44 | 25432471
et assets aend of veur ORI O8 4RITHIZ R 19B1TSL 5 43.020.034

See the accompanting notes o these financal stalements.



Essex County Community Foundation, Inc.
Statements of Cash Flows
Fur the Years Ended June 30, 2016 and 2015

2446 2013
Cash Nows from eperating activitics
Change in nel assels S5 17387615 BYT.503
Adjusuments to recemeile changes in net asscls
o niet cash provided by operating activities
Depreciation 1,304 1029
[.oss i investments 523,850 50,840
Donations o permanently restricted Tunds {2,340) {25,110}
Changes in assets and liahilities
{lnerease) decrease in unconditional promises o give - net ER R f3.a00
Increase in accreed interest {41.801) -
Deerease in prepaid expenses and other assets 2311 T3
(1egrease} increase in accounts pay able and acerued expenses (TA3LE) 20870
{1 herease) increase in wranls pavable (631.208) 89168
ecredss in defirred rent {1,364 (1,74}
Increase in fAscal ageney liability 14,481 P VLR
Decrease in split-inlerest obligations (97.628) (97.028)
Incrcase in ageney endevwment lunds 141859 93,286

Net cash provided by eperating activitics

Cash 1lows from investing activities

13,413,057

1.602 315

Murchose ol Nxed assels (172.104) £5.203)
Purchase of investments (28003795} fE.00d 127
Sale of Investmonts 14, 728153 3EBL TR

Set cash used by dnvesting activities

Cish Aows [rom financing activitics

Demations to permancntly restricted tunds 2,340 23110

et cash provided by financing activities 2,340 25110

et chanae in cush and cash equivalems 127,648 L8418

Cash and vash cquivalents a1 beginning of vear 471,229 52,811

Cash and cash cquivalents at end of year 5 598,877 471,229
See the sccompanying rotes o these lnancial statements, -G-

(13287740

{1.20%.607)




Essex County Community Foundation, Ine.
Notes to Financial Statements
June 30, 2016

NOTE 1 - ORGANIZATION

Lssex County Communtly Foundation, {ne. (the Foundation} is a nonprofit organization
cstablished in 1998 as a broad-based public foundation. Iis purpose is te promete and
cxpand philanthropy primarily in Fssex County, Massachusetts, by collaborating with
donors and by connecting them to the vilal and effective work of the non-profit agencies
serving Lissex County communities. The Foundation secks o provide services to people
whose carc and loyalty for Essex County communitics leads them o communicy
philanthropy.

The Foundation seeks to build endowments and donor advised funds to support public
benefit purposes.  ‘The Foundation’s lunds have been established for the following
PUTpOsEs:

Discretionary Funds

‘The I'oundation makes grants o non-profit agencies in Lssex County during its annual
grant cycle. The Foundation holds informational meetings open to all nen-profit
agencies in different parts of the county on a regular basis. Agencics are invited to
submit grant proposals which are reviewed by a community-based volunteer Grant
Management Commiitiee,  ‘The commultce makes prant recommendations to the
Foundation’s Board of Trustees for fInai approval.

I'ield of Interest Funds

I'ield of interest funds are used 10 support projects within a donor-specified geographic
ared or within a chanitable lield of interest selecied by the donor, such as the ars,
conservation, education, health, soclal services, etc., within Cssex County.  ‘the
I‘oundation circulates a Request for Proposal Lo all agencies within the sclected Reld of
interest. The Foundation’s Grant Management Commitee or a committee designated
by the donor reviews these proposals and makes recommendations 1o the Board of
Trustees for final approval.

Apency Endowments

Thmugh agency endowments, agencies are able to aggregate (heir funds with the
Foundation, designating themselves as beneliciary.  These agencies benefit from
investing their lunds with the Foundation’s merc substantial endowment and from
using the {und management facilities already established by (he Foundation, including
investment management, income distribution and fundraising assistance,

Designated 1'unds

A designated fund is a4 fund cstablished for the benefit of a desipnated non-profit
agency or program, Beneliciaries, chosen by the donor, will receive the benetit of that
donation for many vears to come.




Essex County Community Foundation, Inc.
Notex to Financial Statements
June 30, 2016

NOTE 1 - ORGANIZATION {continued)

Donor Advised Funds

Donor advised funds are used by community foundations to provide donors with a
compelling alternative to establishing their own povale foundation or charitable trust.
With a donor advised fund, there i5 no requincment for the donor to establish a tax
cxempt onuity, which takes time, administrative effort and money.  Through a
designated commitiee, the donor retains advisory privileges with respect to the
distributions of funds and the investmenlt of agcounts,

Scholarship Funds

The Foundation provides an cpportunity for donors to establish scholarship funds to
benelit individuals who might otherwisc be unable to complete or continue their
education al the secondary level or bevond.

Internal Funds
Inlernal funds have been established to support the operations of the Foundation,
inciuding discretionary grant making, youth and environmental programs.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Bavis af Presentation
The accompanying financial statements have been prepared on the accrual basis of
accounting in accardance with accounting principles generally accepted in the United
States of America ("GAAP”). The Foundation reports information regarding its
financial position and activitics in three elasses of net assets based upon the existence
or absenie of donor-imposed restrictions as lollows:

Unrestncied MNet Assels
Net assets that are not subject to donor-imposed stipulations are classified as
unresteicled.

Temporarily Restricted Net Assets
Met assets subject to donor imposed stipulations that may or will be met, gither by

actions of the organization andfor the passage of time are classilicd as wmporarily
restricted. When a restriction cxpires, temporarily restricted net asscts are reclassified
to unrestricted net assets and reported in the statement of activitics as net assets
released from restrictions.  Tomporanly restricted net asscts of $4.817.512 and
$923,149 as of June 30, 2016 and 2015, respectively, represent donations received
{rom various entities that are restricted as to time and purpose (See Note 7).



Essex County Community Foundation, Inc.
Notes to Financial Statcments
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {(Continucd)

Basis of Presentafion (continued)

Permanently Restricted Net Asscis

Permanently restricted net assets comprise those assets contributed 10 the Foundation
(hal are to remain in perpetuity as pennancnt assels ol the Foundation. Generally, all
income and unrealized and realized net gains on investnients related to these net assels
are classilied as temporarily restricted and are relcased 1o unresiricted net assets as the
I'oundation appropriates its annual spending based on the use of a speading policy or
in accordance with donor restrictions. At June 30, 2016 and 2015, the Foundation had
permancntly restricted net assets of 31,981,781 and $1,.979,441, respectively.

Cash Equivalents
For purposes of the statement of cash flows, cash equivalents include time deposits and
cerdificates of depostt with original matusities of three months or less,

Fair Vatue Measurementy

GAAP defines fair value measurements applied to reported balances that arc required or
permitted to be measured at [air value under an existing accounting pronouncement,
Linder GAAP, fair value is a markel-based measurgment, not an entity-specific
measurement. Therefore, a fair value measurement should be determined based on the
assumptions that market parlicipants would use in pricing the asset or liability and
estublishes a fair value hierarcly. The fair value hierarchy consists of three levels of
inputs that may be wied W measure fair valuc as follows:

Level | - Inputs that utilize quoted prices (unadjusted) in active markets for identical
asscts or liabilitics that the Foundation has the ability to access.

Level 2 — Inputs that inciude quoted prices for similar assets and liabilitics in active
markets and inputs that are cbscrvable for the assets or liabilities, cither dirctly or
indtrectly, for substantially the tull term of the financial instrument. Fair values for
these instrumenls are estimated using pricing models, quoted prices of sceurities with
similar characteristics, or discounted cash {lows.



Essex County Community Foundation, Inc.
Notes to Financial Statements
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES {Continucd)
Fuoir Value Measurementy (confinued)

Level 3 — Inputs that are unobservable inputs for the asset or liability, which are
typically based on an cntity’s own assumptions, as there is little, if any, related market
activity.

In instances where the determination of the fair value messurement is based on inputs
Irom different levels of the fair value hicrarchy, the level in the fair value hierarchy within
which 1he entire fair value measurement falls is based on the lowest level input that is
significant 1o the far value measurement in s entirety,

Invesrments

The Foundation invests its assets in a manner intended to achieve a tolal rate of return
sufficient to replace Lhe assets spent for grants and expenses and recoup any value lost duc
to inflation. To munimire risk, the Foundation diversifics it investments among various
Nnancial instruments and asset calegories and uses multiple investment strategies and
manapers.  Significaml investmentl decisions are made by the Board of Trustees’
Investment Committee, which has oversight responsibility for the Foundation™s investment
program. The loundation’s portiolio is managed by outside investment manapers who
invest according to the investment gutdelines recommended by the Investment Committee
and approved by the Board of Trustees.

Investments in equity securities with readily determinable fair values and all investments
in debl securities are measured at fair value in the statlement of financial position and arc
included in level 1 of the fair value hierarchy. Fair value is bascd on market value in the
case of marketable sceurities. The market value of publicly traded sccuritics is based upon
quotes from the principal exchanpes on which the securities are traded. I[nvestment
income or Joss (including realized and unrealized gains and losses on investments, interest,
and dividends} is included in the currenmt year change in net assets. Realized and
unreatized gatns or losses are determined by comparison of the difference belween market
values and average cost, respectively. Dividend and intercst income is recognized when
eamed.

10



Essex County Community Foundation, Inc.
MNotes to Financial Statements
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES { Continued)

Tavestmenis (coutinned)

Alternative investments include non-markelable securities such as privale equity, hedge
funds, and real estate investiment trusts, which are valued using current estimates of fair
value obtained from investment managers or general partners in the absence of readily
determinable public market values. Such valuations as determined by fund manapers
generally consider variables such as operating results, comparable earnings multiples,
projected cash Nows, recent sales prices, and other perinent information, and may reflect
discounts for the illiquid nature of cerlain investments held.  Because of the inherent
uncertainty of valuation for these investments, the estimate of the investment manager or
general pariner may difler from the values that would have been used had a ready market
existed, and the differences could be significant. The agreements underlying panticipation
in non-marketable investment [undy may limit the Foundation's ability to liquidate its
interest in such investments for a peried of time. Foundation management is responsible
for the fair measurements of alternative investments reporied in the fair value hierarchy as
level 3. There were no allernative investments as of June 30, 2016 and 2015,

The Foundation has applied the accounting guidance in Accounting Standards Update No.
2009-12, mvestments in Certain Entities that Calcwlate Net Asser Value per Share (or s
Eguivalent), which permits the use of net asset value (NAV)Y or its equivalent reperted by
cach underlving alternative investmeni {und as a practical expedient to estimate the fair
value of the tnvestient. ‘These investments are generally redeemable or may be liguidated
at NAVY under the original tcrms of the subscriplion agreements or operations ol the
underlying assets. llowever, it is possible that these redemption rights may be restricted
by the funds in the future in accordance with the wnderlying fund agreements. as
applicable.  Chinges in market conditions. the economic environment, or the funds®
liquidity provisions may significantly impact the NAY of the funds, and consequently, the
fair valuc of the Foundation's interest in such funds, Although cerain investments may be
sold in a sccondary market, the secondary market is not active and individual transactions
arc not nceessarily obscrvable. it is therelore possible that if the Foundation wete o sell
its interest in a fund in the sccondary market, the sale could occur at an amount materially
different from the reporied value, These assets are inciuded in level 2 of the fair valuc
hierarchy.  ‘The Foundation has implemented policies and procedures to assess the
reasonableness of the fair values provided. The Foundation believes that reported fair
values of non-marketable securities at the smatement ol financial position dates are
reasonable,

-11-



Essex County Community Foundation, Inc.
Notes o Financial Statements
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES { Continucd}

Lnconditional Promises to Give

Contributions arc rceogmzed when the donor makes a promise (pledee) te give to the
Foundation that is, in substance, unconditional. Promises o give (all temporarily
restricted) as of June 30, 2016 and 2015 were $4.020,000 and 329,057, respectively.
Promises to give due within the next twelve months are recorded at their net realizable
value. Promises to give due subsequent to June 30, 2017 are reporied at the present value
of their net realizable value, using a risk-free interest mte ol 5% applicable 1o the years in
which the promises are i be received. Of the outstanding pledges as of June 30, 2016,
99% are due ltom one donor. Management considers all pledpes to be Tully collectible,
therefore no allowanee lor doubtlul accounts has been recorded as of June 30, 2016 and
2015,

Fixed Assety

All lixed assets are recorded at cost if purchased or constructed, or at fair market value at
the date of the pifl, 1f donated. Maintenance, repairs, rearrangement expenscs, and renewal
and betierments that do not sipnilicantly enhance the value or increase the basic pmductive
capacity of the asscts are charged to expenses as incurred, ‘The Foundation depreciates
fixed asscts using the straight-ling method over useful lives of the assets as follows:

Yeury
Software 4
Furniture and equipment 4.7

Revenue Recognition

Program service fees. which consist of workshops and training classes, arc rocognized
when evidence of an armangement ¢xists, delivery ol services has occurred, the fee is fixed
or determinable, and collectability is probable. Program services fees billed or coltected in
advance are recorded as deferred revenue until the scrvices are perfommed.

In-Kind Contributions

No amounts have been mefleeted in the financial siatements for the donated services of
volunteets as the services were not provided by professionals in the regular course of their
business. lowever. a substantial number of volunieers have donated significant amounts
of their time in varicus organizational and fundraising activities.

Concentrations of Credit Risk

The Foundation places its cash investments with high quality hinancial institations. Such
deposits are covercd by Federal Deposit Insurance Commission (I'DIC) insurance and by
state lovel insurance for balances in excess of FDIC limits.  Management routinely
asscsses the financial strength of the institutions in order to minimize this risk.



Essex County Community Feundation, Inc,
Notes (o Financial Statements
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Lise of Estimates

The preparation of financial statements in conformily with generally accepted accounting
principles requires management t make estimates and assumptions that affeet the reporied
amount of assets and labilities and disclosure of contingent asscts and liabilities at the
dale of the finaneial statements and the reporied amounts of revenues and cxpenses during
the reporting period.  Actual resuits could dilTer from those estimates.

facome Faves and Uncerfain Tax Positions

The Foundation, incorporated under Chapter 130 of the Massachusetts General Laws as a
tax excmpt enity, has been pranted tax-exernpt status under Internal Revenue Code (IRC)Y
Scetion 301{c)}3) and is classilied as other than a private foundation as defined by section
509{a) of the [RC. Therefore, it is generally exempt from federal and state income Laxes.
Accordingly, no provision for income laxes has been provided for in the accompanying
Minancial statements.

The Foundatiom has elected, under IRC Sec. 50![{h), 10 make limited expenditures to
inlluence legislation.  The Foundation is subject to excise tax ol 25% on lobbying
expenditures in excess of allowable limits,  [xcise tax on cxcess lobbying expenditures
was 30 for the vears ending June 30, 2016 and 207 5.

T'he Foundation is required to evaluate and disclose tax positions that could have an effect
on the l'oundation's financial staternents. The Foundation reporis its activitics to the
Internal Revenue Service and to the Commonwealth of Massachuseds on an annual basis.
These informational returns are generally subject w audit and review by the governmental
agencies for a period of three years after filing. Substantially all of the lFoundation’s
income, expenditures and activities relate to its exempt purpose. Therefore, management
has determined that the Foundation is not subject to unrelated business income taxes and
will continue to qualify as a tax exempt not-for-profit catity,

Accounting apdates

In February 2016, the FASH issued Accounting Standards Updale (ARSI ASL 2016-02,
“feases,” amending Financial Accounting Standards Boarnl Accounting Standards
Codilication {ASC) by adding topic 842, The new ASU requires that lessees recognize on
the statement of financial position the assets and liabilitics for the rights and obligations
created by all leases with terms of mare than twelve months, repardless of their
classilication as either operating or capital leases. l'or non-profit organizations, this ASL
1akes cffect for fiscal years beginning afier December 15, 2019,

13-



Essex County Community Foundation, Inc.
Notes to Financial Statements
June 30, 2016

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

[n August 2016, the FASB issued Accounting Standards Update {(ASTY ASL 2016-14,
“Presemtation of Financtal Statements for Not-for-Profit Entities, " teplacing Financial
Accounting Standards Boanl Accounting Standards Codification {ASC) 958-205. The
new ASU will change the way all not-for-profit entities classify nel assets and prepare
linancial statements. Under the new standard, the three cxisting classes of net assets
{unrestricted, temporarily restricied, and permanently restricted) will now become two
classes: Net assets without donor restrictions, and Net Assets with donor restrictions. The
new ASTT requires enhanced reporting of liquidity information, perfommance measures,
investment expenses, functional expenses, and cash Ilow information.  This ASU is
effective for annual financial statements issucd for fiscal ycars beginming afler December
15, 2017, and for interim periods within fiscal yvears bepinning after Decernber 15, 2018,
The adoption of this ASLT s not expected to have a material impact on 2016%s financial
statements,

There were no other accounting standards recently Issued that had or are expected to have
a material impact on 2016°s financial statcments and associated disclosures,

Subsequent Eventy
Subsequent cvenis have been evaluated through August 29, 2016, which is the date the

financial statements were available (o be issued. There were no events that met the eriteria
fior recognition or disclosure in the financial statements.

NOTE 3 - UNCONDITIONAL PROMISES TO GIVE

Lncondntional promises to give consisted of the following as of June 30:

2016 2015
Duc within one year $ 4020000 § 30,000
Dug in two to five years - -
Tola! pledges receivable 4,020,000 30,000
Less: unamortized discount - 945
Net pledges receivable § 4020000 § 29057

-14-



Essex County Communrity Foundation, Inc.
Motes to Financisl Statements
June 30, 2016

NOTE 4 - FAIR VALUE OF FINANCILAL INSTRUMENTS

The Foundation uses fair valuc measurements to record fair value adjustmenis to certain
assets and ltabilities and to determine fair value disclosures (see Note 2). The following
table presents the lFoundation’s fair wvalue hierarchy for those assets and iabilities
measured at fair value on a recureing basis as of June 30, 2016 and 201 5;

2016
Quoeted prices Significant
in active other Segnilicant
markets for observablhe unchservable
identical assels nputs inputs
Toual Level 1 Level 2 _lewel3

Cash equivalents $ 3.438.302 £ 3436302 b - S
Cquiry sceurites - - . -
Equity Funds

Large Cap 19,945 /25 19,943 625 - .

Mid Cap 2 593006 2,893,004 - -

Small Cap 213162 2,113,182 - -

Emerging Markets 261t 417 261,417 - .

International 4,160 147 4,160,747 - -
Fixed income

SECUrihics

[nvesiment Grade 6,045,654 6.045%,6054 - -

High Yield 1,142 563 - [, 142,592 -

Comporats 307,239 - in7,239 -

Ciovernmenl 26,357 - 26,157 -

Municipal 8.630 - 08.63() -

HBond Funds 3635227 3,635,227 - -

Inlermational 1.032,517 - 1,032 517 -
Exchange traded funds

Commadities RGO, 233 300,233 - -

Other 15,440 L 5,440 - -

REITs 1734648 1734048 - -
Total $ 50,086, 79a 47479461 $ 2,607,335 3 -

-15.



Essex County Community Foundation, Inc.

Naotes ta Finaneial Statements

June 30, 2016

NOTE 4 ~FAIR YALUE OF FINANCIAL INSTRUMENTS {continued)

o _ 2015
{Juoted prices Sipnificant
in active uther Stgnificant
markets for ohservatie unobservable
identical assets inputs inpuls
Total Levei | Level 2 Level 3

Cash equivalents $ 12670672 § 12670672 % - $ -
Equity securitivs 1,051,119 1051119 . -
Equity Funds

Large Cap 9915241 0,915,241 - .

Mid Cap 1,600,536 1,600,534 -

Small Cap 1,833,840 1,833 840 -

Convenlibles 218621 21621 - -

International 3.239.604 3,239,604 - -
Fixet incormg

securities

Investment Girade 3240385 3,240,385 - -

High ¥ield CEQ.595 - 010 900% -

Corporate 356,274 - 356,274 -

CGovernment N2 863 - 302863 -

Municipal 97 854 - 97,854 -

Bond Funds 31,631 31.631 - -

CHher 333,928 - 333,928 -
Exchange traded [unds

Comemoditics 391,789 391,789 - -

Brivate equity 23,463 21 483 - -

REITs 1215.569 1,215,569 - .
Total £ 37237384 335,235,470 32,001,914 3 -
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Essex County Community Foundation, Inc.
Notes to Finaneial Statements
June M), X016

NOTE 4 - FAIR YALUE OF FINANCIAL INSTRUMENTS (continucd)

Investments <lassified in Level 2 consist of bonds which may be thinly traded. Their
classilication in Level 2 is based on quoled prices in secondary markets for these
investments. The classification of investments in the fair value hierarchy is not necessanly
an indication of the risk, liquidity, or degree of difliculty in estimating the fair value of
gach investment’s underlving assets and liabilitics.

NOTE 5 - INVESTMENT RETURN

Investment return on cash equivalents and investments consisted of the following for the
vears ended June 30

2016 2015
Intercst and dividends F 614475 § 0 528,263
Realized gains and losscs 281 583 1,293,718
Linrealized gains and losscs {815, 88%0) (1,344 578)
Investment fees {175,701} (147,155)
$ (95,531) 5 330,248

[nvestment retum is shown net of investment management and custody fecs paid directly
to the investment managers in the amount of $136,041 and $144,730 for the years ended
June 30, 2016 and 2013, respectively, There were additional investment fees that were net
paid directly to the managers, but rather ane netted from the return on cerain investments.

NOTE 6 - FIXED ASSETS

Fixed Assets are composed of the following as of Junc 30

2016 L2015
[Furniture and cquipment § 61,217 3 52,236
Sofware 42,792 392797
Total fixed aysets 104,009 91,513
Less: accumulated depreciation £9,024 873
Fixed assets - net S 14083 ¥ 4480

Depreciation expense was $1,599 and $1,029 for the years ending June 30, 2016 and 20135,
respectively.
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NOTE 7 - TEMPORARILY RESTRICTED NET ASSETS

As of June 30, 2016 and 2015, emporarily restricted net assets consisted of temporarily
restricted contributions and camings on permanently restricted endowment funds subject
to time restrictions under the Uniform Prudent Management of Institutional Funds Act
{UPMIFA) as adopted by the Commonwealth of Massachusetts as follows:

2016 2015

Cumaulalive carnings - pemmanent endowment funds

Without purpose restrictions § 195,689 $ 212,830

With purposc restrictions 547,348 621,253

Subtoial 743,037 834,092
Other funds temporarily restricted for purpose 74475 60,000
Other funds temporarily restricted for time 4,000,000 29057
Tatal temporanly restricted nel assets $4.817.512 $ 923,149

Earmings on permancatly resincted endowment funds with purpose restrictions consist ol
{unds restricted for a varicty of uses within and outside LEssex County, Massachusetis
which meet the charitable needs ol the community.

NOTE B - ENDOWMENT FUNDS

The Foundation’s endowtnent consists of approximately 44 individual funds established
{or a variety ol purposes. and includes both donor-restricted cndowment funds and funds
eslablished by the Board of Trustees to function as endowments,

Under UPMIFA, the Board of Trustees has discretion to determinc appropriate
expenditure of a donor-restricted endowment fund in accordance with specific puidelines
abeut what constitules prudent spending. UUPMIFA permits the Foundation to appropriate
for expenditure or accumulate so much of an endowment fund as the Poundation
determines to be prudent for the uses, benefits, purposes, and duration for which the
endowtmnent is established. Although UPMIFA olfers shori-term spending fexibility. the
explicit consideration of the preservation ol the lunds supgests that a donor-restricted
endowmnent fund is perpetual in naturc. Although the Foundation is permitted to continue
a prudent payout even if the markel valuc of the fund is below historic principal value,
there is an expeclation that over time, the permancntly restricted amourt will remain
intact.
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NOTE 8 - ENDOWMENT FUNDS (continued)

The Foundation's Board of Trustees’ interpretation of UPMIFA as requiring the
preservation of the fair value of the oripinal gilt as of the gifi date has resulted in the
classification of permanently restricted net asscts as (a) the original value of gifis donated
to the permanent endowment, (b) the original value ol the subsequent gifts donated to the
permanent endowment, and {¢) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor pilt instrument al the time the
accumulation is added lo the lund. The remaining ponien of the donor-restricted
cndowment fund that is not classified in permanently restricted net assets is classified as
tempararily restricted net assets until appropriated for expenditure by the Foundation in a
manner consistent with the standard of prudence prescribed by UPMIFA. In accordance
with LPMIFA, the Foundation considers the following factors in making a determination
tor appropriate or accumulate donor-restricted endowment Tunds:

(1) General economic conditions

{27 The possible cilect of infAation and deflation

(33 The cxpected tax consequences, if any, of investment decisions

(4}  The cffect of cach investment or course of action on the overall investment
ponfolio

(3) T'he expected total return from income and appreciation of invesiments

{6} Other resources of the organization

(7)  The needs ol the Foundation and the fund to make distnobutions and to
preserve capital

{8)  An assels spocial relationship or value, if any, to the Foundatuon®s charitable
pUrpose.

{47 The dumtion and preservation of the fund

(107 The investment policy of ithe Foundation

At times, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Foundation to retain
in 2 fund of perpetual duration. ‘These defliciencics can result from unfaverable market
{luctuations ihat occur in newer endowment funds, shortly alter the investment of new
permumently restricled contributions, or when there was continued appropriation for
coertain programs that were deemed prudent by the Board of Trustees. There were no
deliciencics of this nature that are reported in unrestricted net asscts in accordance with
GAAPR, ag of June 30, 2016 and 2015
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NOTE 8 — ENDOWMIENT FUNDS {continued)

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding 0 programs supported by its
cndowrnent while seeking (o maintain the purchasing power of the endowment assets.
Endowment assets melude the assets of donor-restricted funds that the Foundation must
hold in perpetuity for a donor-specified period(s) as well as board-designated funds.

Under this policy, as approved by the Boanl ol Trustees, the endowment asscts are
invested in 2 manner that s intended to produce resulfls that exceed the price and yield
results of the Consumer Price Index while assuming a moderate level of investment risk.
The Foundation expects its endowment funds, over time, to provide a minimum rate ol
retum equal (o the return obtainable by investing in onc-yvear U.S. Treasury Bills over three
years. Actual returns in any given year may vary from this amourtt.

To satisfy its long-term ratc-of~retum ohjeclives, the Foundation relies on a towal return
strategy in which investment retums are achieved through both capital appreciation
(realized and unrealized) and curment yield (interest and dividends). The Foundation
targets a diversified asset allocation that places a greater emphasis on cquity-bascd
investments to achieve its long-term return objectives within prudent risk constraints.

T'he Foundation®s spending pohicy is determined each year and allows for appropriating up
te 5 percent of its endewments fair market value. In establishing this policy, the
Foundation considered the long-term expected return on its endowment.  Accordingly,
aver the long term, the Foundation expects the current spending policy to allow its
endowments 1o grow, This s consistent with the Foundation's objective to maintain the
purchasing power of the endowinent assets held in perpeluity or for a specified term as
well as o provide additional real growth through new pifts and mvestment return.

The Articles of Crganization ol the Foundation include a variance powcr provision which
pives the Board of Trusices the power to modify any restriction or condition placed on
pifis, if in its sole judgment, the Board determines that the restriction becomes, in elTect,
incapable of fuilillment or is inconsistent with the charitable needs of the cotnmuniiy.

Endowment net asset composition by fund tvpe as of June 30, 2016 and 2015;

o 2016 _
Temporarily Permanently
Unrestricted Restricted ~ Restricted Total
Donor created funds $4,539,593 $ 743,037 51,981,781 $7.264.411
Board designated funds 9%1,036 L - - 981,016
$5.520,629 ¥ 743037 £1.981,781 £E,245 447
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NOTE 8 - ENDOWMENT FUNDS {continued)

2015
Tempaorari] y' o Fermancntly
Unrestricted .. Restricted Restricted Total
Danor created funds $4.890,38] 3 R34082 $1,979,441 57,703 014
Board designated funds 1036556 - - __L03K,556
£5.926.917 $ 834,092 $1,979.441 58,740,470

Changes it endowrment net assets for the yvear ended June 30, 201 6:

Temporari]ly

Permanent]y

Unresiricted Restricted Restricled Tolal

Endowment net assets, T

beginning of year $5.926.937 1 834,092 £1,979.444 $8.740.470)
lnsestment return:

Investrment ingome 138,691 47,036 - 206,327

Appreciation/depreciation (2330483 (34,103} - (267,151
Tolal investment retum {94,357) 33,533 (60.824)
Contributions 361,264 - 2,340 363,A04
Appropriation of assets for

cxpenditure (682,963} (124,588) (B07,553)
Other changes 9,750 e - 9.730)
Endowment netassets,

end of year $3,520.620 $ 743,037 $1,981,781 $8,245 447

Changes in endowment net assels for the year ended fune 30, 2013:
Temporarily Permancntly
Unrestricted . Restricted Restricted Total

Endowment net aseets,

beginning of ycar 56.213.904 § 845,949 $1.,954,331 $3.014,154
Invesiment relurm:;

Investment income 147,747 60037 - 207,784

Appreciation/depreciation _ {79,934) (8,239 - . iR8.193)
Total investment return _ . 67793 51,798 - 119.59]
Comributions 583,390 - 25110 6O, 500
Appropriation of asselts (or

expenditure {938.814) (63,653) - {1,002 450}
Other chanpes ... 664 - - _._ bhd
Cadowment net assets,

cod of year $5,926,937 $ 834,002 51,979 441 38,740,470
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NOTE 9 - FISCAL AGENCY LIABILITY

The Foundation acts as a fiscal agent for other organizalions in the service area. The
organizations place funds with the Foundation and direct the Foundation to disburse funds
from time te time on the organizations’ behalf.  Fiscal agency funds reporied in the
slaternent of Minancial position represent undisbursed funds held by the Foundation on
hehalf of Community lealth Network Areas (CHNA) 13 {Beverly/Gloucester) and 14
(North Shore) of $196.549 and $182.068 as of Tune 30, 2016 and 2015, respeetively.

NOTE 10 - AGENCY ENDOWMENT FUNDS

Agency endowment arises when a transier is received Irom a not-for-profit organization
that specifies ilself as the bencliciary. GAAP requires thut the transfers received by a
community foundation be accounted for as a liability as the transaction is deemed to be
reciprocal. The agency endowments held by the Foundation as of June 30, 2016 ang 2013
were $11,427.221 and $11,285,362, respectively.,

NOTE 11 — SPLIT-INTEREST OBLIGATIONS

Split-interest agreements of $642,182 and $739,810 as of June 30, 2016 and 2015,
respectively, consist of charlable gifi annuities in which doners have contributed assets to
the Foundation and have desipnated themselves as heneficiaries of an annuity payment
over a specilied periad of time. The Foundation recorded revenue representing its share of
the split-interest agreements and purchascd anmuly certificates covering 100% of the split-
interest obligations due to the heneliciarics. The annuzty obligations and related expected
proceeds from the annuity cerlilicales are estimates that may dilfer from amounts actually
paid and received. The decrease in split-interest obligations and annuitized split-interest
agreements over time Is the resull of annuity pavments made and received.

NOTE 12 - RELATED PARTY ACTIVITY

Scveral of the Foundation™s board members also serve on the boards of, or otherwise have
a business relationship with, other area non-profit organizations, During the vears ended
Tupe 30, 2016 and 2015, the Foundation made grants of $732.580 and $170 480 to thosc
organizations, respectively.
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NUOTE 13 - EMPLOYEE BENEFIT PLANS

The Foundation sponsors a delined contribution 4053(b) salary deferral plan covering
substantially all employees. Under the Plan, participants may defer a portion of their
compensation on a pre-tax basis subjeet (0 slatulory limitations. The Foundation is not

reqguited W make any contributions to the plan. No emplover contributions were made for
the years ending June 30, 2016 and 2015,

NOTE 14 - OPERATING LEASE

The i"oundation occupies office space in Danvers, MA under an operating lease, which
expires in August 31, 2016, The leasc provides for monthly rental payments of $6,087 fur
2016, subject to annual increases. Rent expense for the vears ending June 30, 2016 and
2015 was $78.440 and 74,7049, respectively.  The Foundation received the first two
monti’s rent ree of charpe, the cost of which was amortized over the life of the lease.
Lffeetive October 1, 2016 a seven year lease was signed for the same space, expiring in
Oetober 1, 2023 The minimum reguired lease payments are as follows for fiscal years
ending June 30:

2017 5 44,723
2018 65,689
209 70,508
2020 72537
2021 74,560
Thereafier 168,914
Total S 496,937
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