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To the Board of Directors 
Cadillac Area Community Foundation 
Page (2) 

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. 

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 Cadillac Area Community Foundation as of September 30, 2018, and the 
changes in its net assets and its cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

\[OJ1tW!wd, 'SQlIMv" rt\ ~dsJ r.G 
Certified Public Accountants 
Manistee, Michigan 
February 13 , 2019 
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Investment 
Accounts 

$ 

67,100 

Security Deposit Receivable 500 

Current Portion of Student Loans Receivable 

Total Current ",,,,'-'.,, 12,403,314 

Net of Portion II 

TOTAL $ 1 

Accounts Payable $ 
Grants Payable 

Total Liabi I ities 

Permanently 

(4,980) 
for 
for 

Making 3,91 

Total 

TOT AL LIABILITIES NET $ 


statements.The accompanying notes are an integral part of 
4 
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Unrestricted 

Donations 
Interest and Dividends 
Net and 

Net Assets from 

Total Revenue and Support 

on 

$ 0 
74,998 

(16,623) 

Grants 
Administrative 
Investment 

376,279 
1 

21 

Total 197 

Net Increase in Net Assets 

of 

Temporarily Permanently 


Restricted Restricted 


$ 517,530 
376,833 

$ 294,071 
0 

609,553 0 
11, I 08 

179 


0 0 

0 0 

0 0 


0 	 0 


305,1 


End Year $ 	 182 $ 

8,100,003 


Total 

$ 	 811 I 

451,831 

0 

The accompanying notes are an integral part these financial statements. 
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Investments 

Gain on Investments 

Adjustments to in Net Assets to Net Cash 

$ 

by 

Operating Activities 

for Endowments 

Stock 

(285,640) 

Depreciation 
Cashin Assets and Liabilities Which 

Accounts 

Security Deposit 

(66,500) 

Grants Payable 43,219 
Accounts Payable 

Net Flows Used Operating 

Purchases Investments (1,761 
Proceeds from Sale of Investments 1,636,868 
Student Loan 

Net 

of 

$ 


51 


175,902 


these financial statements. The accompanying notes are an integral 
6 




NOTE - NATURE OF SIGNIFICANT ACCOCNTING POLICIES 

Reporting Entity 

Community Foundation (the "Foundation") was incorporated as a 

nonprofit corporation on June 1 to acquire manage a 'AC'~'''''' of 

n1"plcpct and endowment funds with income from 


welfare of people of and Cadillac, Michigan. 


Foundation also the assets the Area Community Foundation. assets 
of Geographic Component Fund, which is not a separate legal entity, are for the 
purpose of the quality of life for the of County. 

Basis ofPresentation 

financial statements have been on accrual basis of accounting in 
principles. assets and revenues, 

or of donor-imposed restrictions and 
restrictions specific agreements, Accordingly, net assets the Foundation and 

therein are classified reported as follows: 

Unrestricted Net Assets - assets that are not subject to donor-imposed stipulations. Donor 
rACTr,,,,»'''' funds with accumulated are as net assets 
investment and/or contributions restore deficits. 

Temporarily Restricted Net assets to donor-imposed that may 
or will either by Foundation and/or of When a r"C'Tr'F'T1 

temporarily restricted net assets are to unrestricted net assets and reported in 
the Statement o/Activities as net assets Donor restricted funds 

losses excess of net assets are classified as 
unrestricted net assets until contributions restore the 
deficits, 

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that 
be maintained permanently by the Foundation, 

Donors or established Advisory Committees may, with Foundation's Board of 
approval, at any all or a portion of fund's net assets maintained 
temporarily or permanently within at which the net assets are to temporarily 

restricted net assets as on statement net assets. This activity is 
on the Statements 0/Activities. 

Foundation's intent to honor donor instructions the use made 
to the Foundation authority to vary condition 
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NOTE A - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES - cont'd 

any otherwise to donor-imposed conditions if adherence to any such conditions or 
stipulations would, the be fulfillment or 
inconsistent the charitable needs of 

Contributions 

Contributions, as Conditional 
to are depend are substantially met. 

promises to next year are at their net realizable 
Unconditional promises to are reported at their net 

value, low-risk to the in which the are to 
received. 

Donated Services 

A portion the Foundation's conducted by volunteers without compensation and 
by professional and Support for and 

contributed only recognized to the extent (1) 
skills (and are provided by individuals skills) would typically be 

'-''-'J:1<.<11'-''-'purchased if not provided by donation or (2) create or non-financial assets 

Cash Equivalents 

Foundation temporary with a maturity or to be 

Investments 

Investments in at 
are 


whether or not realized by the sale of investments. Investments are recorded on the trade 

transaction. 


restricted funds v.rith accumulated investment losses temporarily restricted net 
assets of the respective fund to zero with unrestricted net 
assets. investment shall as unrestricted net assets 
the funds are restored. Subsequently, will recorded as 
temporarily once unrestricted net assets the respective funds are 
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~OTE A - NATURE OF A~D SIGNIFICANT ACCOUNTING POLICIES cont'd 

Student Loans Receivable 

Student receivable are unsecured to a interest rate and 
commencing repayment months graduation or otherwise ceases to be a student in good 
standing. is no allowance for uncollectible loans recorded because Foundation does not 
expect such amounts to be 

Foundation's practice is to charge off loan or portion of a loan when loan is detennined 
by to uncollectible to failure to meet the 
deteriorating or deteriorated financial conditions, or for any reasons. 
September 30, 2018, the Foundation did not consider any student loans to be uncollectible. 

Property and Equipment 

Property and equipment are stated at cost if purchased or at estimated value if donated. 
costs additions and are and expenditures and are 

when paid. When items of property or are sold or the costs and 
accumulated depreciation are from any is included in additions 
to or deductions net assets. 

Depreciation is recorded the method over the estimated lives of the V""Q~Cor'+, 
assets as follows: 

Office Furniture and Equipment 5 
15 

Grants Payable 

payable for distribution awarded not to non-profit 
organizations or individual scholarship recipients. All grants are current. 

Tax Status 

Foundation has received detennination from Internal as a 
under 501 ( c )(3) the 

as a community foundation by the State of Michigan and received 
detennination of Foundation as "other than a private foundation" under 170(b)(1 )(A)(vi) 

the Revenue 

Foundation income tax returns in U Federal jurisdiction. With 
Foundation is no longer subject to U income tax tax 

September 2016. 
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and disclosure of contingent assets and liabilities at date 
during reporting 

estimates. 

the financial statements 
Actual amounts 

NOTE B - INVESTMENTS AND DEPOSITS 

preparation of financial statements in 
to 

rpn{\rt''''ri amounts of revenues 

NOTE A - NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES - cont'd 

Advertising 

costs are the $1,980 in 2018. 

Use ofEstimates the Preparation ofFinancial Statements 

principles 
and assumptions affect the reported amounts of assets 

Foundation's cash and investments are held financial and consisted of the 
30,201 . 

Value Cost 

Deposits $ 256,537 $ 


17,887 1,284,640 

Bond Securities 3,618,900 3,709,269 
Mutual 5,939,533 4,685,015 
Mineral Interests 375 

Total Investments Marketable 

Total Cash Equivalents and $1 

Concentration of Credit Risk 

The Foundation maintains cash in deposit accounts at various financial institutions. 
at may exceed federally insured At September 30, 2018, Foundation's 

balances were fully 
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NOTE B - INVESTMENTS AND DEPOSITS - continued 

Brokerage accounts have insurance of $500,000 per broker, provided the Investor 
Protection Corporation. balance of investments insured limits by $11.027 million at 

30, 8. 


NOTE C - STUDENT LOANS RECEIVABLE 

loans are unsecured has a interest rate from year to based on 
outside student loan programs available. 

months graduates or otherwise ceases to be a student good 


of the loan state that the repayments 

amount of the than $5,000, the will a term for 
repayment not to exceed five years. total amount is $5,000 or more, the Foundation will 

term repayment not to At 30, 8, student loan 
were $14,429. are to be 

a 

2018-2019 $ 
2019-2020 2,131 
2020-2021 

1 1,508 
2022-2023 1,092 

$ 

NOTE D - PROPERTY AND EQUIPMENT 

consisted of following as of September 30, 2018: 

$ 

11,448 

Office and 

Accumulated Depreciation 

Total Property and $ 1 

Depreciation for year '-'HUHl':;;' September 2018 totaled $707. 
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NOTE E - ENDOWMENT 


Foundation's endowment 
of As 

50 donor-restricted 
net assets """Vv'{'H,,'U 

existence or of donor-imposed 

for a 

Endowment net assets are as following as September 30, 18: 

Unrestricted $ (4,980) 

3,258,863 

182 

$ 11 

The net changes in net assets are as follows September 30,2018: 

Endowment Net 
of $ 

Investment Return 
Investment Income 0 0 
Net Appreciation (realized and 

unrealized) 5 0 592,930 
Loss on 

154 0 1 174 

Total Return 0 

Contributions 0 0 294,071 294,071 
Grants 0 a 0 0 
Miscellaneous 0 0 0 0 
Appropriation Endowment 0 0 0 0 

for 0 11 108 (249,239) 

Total 0 79 

Net End of $ 
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NOTE E - ENDOWMENT - continued 

Return Objectives and Risk Parameters 

The has adopted policies for endowment assets that attempt to 
the power of a reasonable return for distribution to meet 

current community needs. Endowment assets include assets of funds that 
Foundation must hold in perpetuity or for a donor-specified period. 
endowments have been 

Strategies Employed for Achieving Objectives 

To meet its investment objectives endowment funds, the follows a 
that investment decisions are made with intent of maximizing the long-term total return 
entire portfolio both from market-value increases (realized and gains) and from current 

(interest and dividends). be invested bonds, cash and other financial 
instruments in a manner that will produce return without constraint a 
specified amount of income for 

Spending Policy and How the Investment Objectives Relate to Spending Policy 

Foundation a policy of appropriating for distribution each year, in general, up to 4.0% of 
fund's quarterly balance, the quarterly used to calculate 4.0% 
available to be distributed was September and 31 of the 31, and 
June 30 the current establishing policy, the Foundation considered the long-term 

return on endowment. Accordingly, over long-term, Foundation "'V'''''''''~<' 

policy to allow endowment to at an of 4.0% is 
with the Foundation's objective to maintain the purchasing power of the endowment assets 

held in perpetuity or a specified term as well as to provide additional real growth through new 
and investment return. 

NOTE F - CHARITABLE REMAINDER 

Foundation as the benefieiary of trusts at the the 
various donors. the trusts' assets are governed by the provisions 
of the related legal documents. The amount assets ultimately to be and when 

trusts' assets will be to the Foundation is not the 
fiscal year ending 30,2018, one $67,000 was 
reC.Ogru2:ea as a receivable and revenue. 
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u"",,,,,,< priority to unadjusted quoted 

NOTE -OFFICE 

Foundation $500 per month for office was $6,000 for ending 
September 2018. Foundation for utilities and H<vlUMl"''' while the landlord 
for property 

NOTE H - FAIR VALUE OF FINANCIAL INSTRUMENTS 

Financial Accounting Standards Board Accounting Standards Codification 820-10 (FASB 820­
10), formerly Accounting Standards Statement I Fair ~Measurements, 

for fair value. That a value 
to valuation techniques used to measure fair value. The gives the 

in markets identical assets or liabilities 
the lowest priority to unobservable inputs (Level 3 measurements). three 
hierarchy ASC 820-10 are below: 

1 - Inputs to valuation methodology are unadjusted quoted prices for identical assets or 
In markets the has the ability to access. 

2 - Inputs to the valuation methodology include: 

• 	 Quoted for similar assets or liabilities in active markets; 

assets or liabilities in • 	 Quoted prices identical or 

• 	 Inputs other than quoted prices for asset or liability; 

• 	 Inputs are derived principally or corroborated by 

correlation or means. 


If asset or liability has a >JLl'-''''"H (contractual) term, the 2 input must be for 
substantially the term the asset or liability. 

3 Inputs to the valuation methodology are unobservable significant to the value 
measurement. 

data by 
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NOTE H - FAIR VALUE OF FINANCIAL INSTRUMENTS - continued 

or liability's value measurement within value is based on the 

to 
level of any input that is significant to the fair value measurement. Valuation 

use observable to minimize the use unobservable inputs. 

Following is a valuation methodologies used asset measured at fair value. 

have no in the methodologies used at September 2018. 


and bond securities: Valued at value on 

A1utualfunds: Valued at the net asset value ("NAV") shares held by Foundation at 

or 
may produce a fair value calculation that not be indicative of net 

future fair values. Furthermore, while the Foundation 
valuation methods are appropriate and with other participants, use 
methodologies or assumptions to detennine the value of certain instruments could result 
in a different value measurement at the reporting date. 

table sets forth by level, within the value hierarchy, the Foundation's assets at 
value as of September 30, 20] 8: 

at Fair Value as of 2018 

Levell Level 2 3 Total 
Mutual Funds 

Blended Funds $ 1,835,049 $ 0 $ 0 $ 
Bond Funds 3,618,900 0 0 

0 0 
1,830,632 0 0 1,830,632 

6,946 0 0 6,946 
338,039 0 0 338,039 

International Funds 816,512 0 0 816,512 
Midcap 0 0 
Other 0 0 375 

0 0 64,1 
0 0 202,417Cap Funds 

Total Mutual Funds 9,592,042 0 0 9,592,042 
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NOTE H- VALUE OF FINANCIAL INSTRUMENTS - continued 

3 Total 
Equity Securities 

Discretionary 294,860 0 0 
201 0 0 201 
145,872 0 0 1 

0 0 555,583 
0 0 1 
0 0 227,797 

Infonnation Technology 529,638 0 0 529,638 
Materials 72,122 0 0 72,1 
Telecommunications 113,455 0 0 11 
Utilities 0 0 

Equity 0 0 

Total $ 1 $ 0 $ 0 $1 

Value as of 18 

I UPCOMING ACCOUNTING PRONOUNCEMENTS 


issued Accounting Update CASU) No. 
No. 1 14 significant to 

financial reporting of not -for-profit rules, including 
changing Net assets with donor net 
assets without donor restrictions. also require changes in way certain information is 

Not-for-Profit Entities, 

and reported by the Foundation, including disclosures about the liquidity and 
availability resources. The new is for fiscal years after 15, 

17 and should be applied on a retrospective basis. 

foundation is currently this will on the the ,,,,-u'''''.u statements 
when adopted. 

NOTE J - SUBSEQUENT EVENTS 

The Foundation evaluated events and transactions to September 30, 18 for potential recognition 
and disclosure through 13, 19 the statements were available to issued. 
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