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Agenda

= Best Practices for Foundation financial
reporting & internal controls

= Accurate budgeting

» Using financials to tell your Foundation
financial story
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Best Practices for Foundation Financial
Reporting & Internal Controls
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Does My Foundation Need an Audit?

= Considerations for having audited/reviewed financial statements
- Transparency
- State requirement

» Gross receipts thresholds
- Confidence in the numbers

FORV/S

PRIVATE CLIENT




How an Audit Can Work for You

= Year-round thought leadership
= Be collaborative!
= Control & process improvement opportunities

= Help move forward certain initiatives
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Process/Control Best Practices

= Entitywide
- What is your organization’s whistleblower policy? Do you have an
iIndependent hotline?
- How are you supporting ethical values & integrity?
- How are journal entries documented, supported, reviewed?

- How often is cash reconciled”? Monthly”? How soon after year-end?
Are reconciliations promptly reviewed & documented as such?
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Process/Control Best Practices

= (Cash inflows — contributions

- When was your contribution acceptance policy last reviewed?
What is your policy regarding
* Non-cash contributions, i.e., property; investment securities;
cryptocurrency
 Are you properly considering any donor-imposed restrictions?

* Do you have proper segregation of duties (gift receipting vs.
recording)
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Process/Control Best Practices

= Cash outflows & payroll
- How are cash outflows approved?

* Who reviews/approves purchase orders?

* Who are the authorized signors? Is there ever a point where
dual signatures are needed, &, if so, what is the threshold?

* What is the board’s involvement (if any?)

- Is there proper segregation of duties in the payroll department
(adding employees, changes to employee master file, review &
approval of payroll submission)?
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Process/Control Best Practices

* |nvesting

- How often is investment policy reviewed & approved? Are you
actively monitoring for compliance?

- For Foundations with endowments, are you properly reconciling
your unitization & allocating investment return appropriately?
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An Auditor’s Wish List

= You can’t overcommunicate!
- Establish clear deadlines/milestones
- No surprises (this should go both ways). Be proactive

= Consider maintaining key audit schedules during the year, not just
on an annual basis

* Hold your auditors to their commitments ... as well as your business
office
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Accurate Budgeting
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Budget Preparation

= Timing of approval — prior to year-end
= Consider allowance for budget recast

- Significant, extraordinary items
- Inflation anyone?!

= (Cash-basis vs GAAP-basis
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Budget Preparation

= Budget on a monthly basis
- Improve real-time accountability
- Better understanding of cyclical cash flow needs/pressures

= Consider creating a “dynamic” document based on unit/program
costs/inflows to allow a better forecasting tool

- Operational budget vs. aspirational budget
» |mpact of surplus/liquidity reserves

» Rolling forward the budget — culture of “unspent funds”
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Telling Your Foundation’s Financial
Story
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Overview FASB ASU 2016-14

= [Effective FY19

= FASB'’s objectives
- Reduce confusion about time & purpose restrictions on face of financials

- Reduce confusion about the name of the net asset classes

- Improve transparency about liquidity especially related to restrictions
- Address NFP sector inconsistencies in expense reporting

- Clear a path for direct cash flow reporting (if desired)

= Flexibility granted to meet requirements
* Encourage NFPs to better tell their financial story
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Overview FASB ASU 2016-14

= Net asset classes — simplified from three to two & renamed
= Indirect cash flow reconciliation no longer required when doing the direct method cash flows

= Enhanced disclosures

- Governing board designations
Restrictions on net assets & impact on financial resources available
Qualitative information about liquidity
Quantitative information about financial resource availability
Expenses by both natural & functional classification
Underwater endowment information

= Net investment return rather than gross components
= Placed in service rather than over time for expiration of capital restrictions
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Management’s Discussion & Analysis

= Typically seen most often with (& required for) governmental
entities

= Will generally be unaudited

= (Can allow an opportunity to “tell your story”
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Statements of Financial Position

2022 2021 1
Acsots 2z 202 = §$ presented in thousands helps
Cash and cash equivalents § 70,819 5 25,494
Investments 15,974,288 23623175 reader focus on key numbers
Property and equipment. net 1.413.674 1476182
Total assets § 17458781  § 25.124851 C Footnote cross-references he|p the
Net Assets Without Donor Restrictions I
Non-designated net assets § 16045107 § 23,648,669 rea d er I Ocate th ea p p ro p Il ate
Board-desisnated net assets 1.413.674 14746182 f '
j ootnote!
Total net assets without donor restmictions % 17458781 % 25124 851
20 2021
Assets
Cash and cash equivalents £ 3.1733848 $ 404D 445
Investments_ at cost 209 969 863 196,246 807
Mote recervable, net 3.250.000 3,300,000
Property and equipment, net 693,792 676,004
Total assets $ 217.087.503 $ 205365256
Liabilities
Payroll tax withholdings 3 2,102 3 4.404
Met Assets Without Donor Restrictions 217.085.401 205,360,852
Total liabilities and net assets $ 217.087.503 % 203.365.256
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Reporting of Expenses

ASU 2016-14 requires expense reporting by nature & function

Functions include program & support, & support includes
management & general, & development

Total expenses by nature & function
- Must be presented in a single location

- Several options for presentation, i.e., in SOA; as its own
statement; in footnotes

Only expenses should be functionalized, not losses
Can have this separated between operating & nonoperating
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Reporting of Expenses

2022 2021
Percent Percent
Total of Total Total of Total 2022
Receipts
Contributions $ 304120 150% § 319903 259 % Program Management
Interest and dividend income, Services and General Total
net of mvestment fees of
§1.173,587 and 51,263,231 for Grants § 12663200 % - § 12663209
2022 and 2021, respectively 3,026,007 11.51 2,759,986 22.33 A droinistrative 457 065 425824 278 780
Met reahized pains on investments 22 864,090 8698 9,163 456 7413 - . 10, - A
Oter 3390 0.01 118576 0.95 Library 2% 4533 2 é{i 51 Sui
Total receipts 26.287.616 100.00 12.361.931 100.00 Depreciation il:ﬁiﬂ 10- 5 31':_1[:'0
Utilities it .7 22
Disbursements and Expenses 1> 663,208 4656 13552134 4526 Office supplies 1.631 1,506 3,137
Grants 2.663,2 . 2,551, 2 . 7 4 A7
A dministrative $78.790 6.03 883.924 622 E":lumEnt ) 2,480 2289 4.769
Library 373 0.01 447 0.01 Fepair and maintenance 44 044 41 486 86,430
Depreciation 51,904 0.36 19,234 0.21 Eent 33.047 30,505 63,552
Utilities 22400 0.15 20,708 0.15 membershi 14475 1377 28 701
Office supplies 3137 0.02 6,372 0.05 Dues and P 7o .

: } e e Trammng 27210 3458 30,668
Equipment 4,769 0.03 26,105 0.18 = 7 7
Rent £3.552 04 26,480 019 Travel 28.684 13.164 41,343
Repair and maintenance 86,430 0.59 63.504 0.45 Postace 044 770 1.714
Dues and membership 28701 0.20 26,845 0.19 me 16.038 15.635 3257
Traming 30,668 0.21 4823 0.03 Profecsi foe 44":58" 21'915 445*_31:;[)"
Travel 41,847 0.29 22,547 0.16 rofessional fees A8l : e
Postage 1,714 0.01 1.697 0.01 Federal excise tax and unrelated
%’u;n?e . 42;-?;; 2-%3 Séi-gig ‘15 business income tax - 78,319 78,319

rofessional fees 5 22 N 2. £ TAT 17
Fee] o d varalated Other 32,347 52 832 105,179
busmess meome tax 78,31% 054 103475 073 o _ _ -
Other 105,179 072 55236 0.39 § 13825743 § 737324 § 14563067
Total disbursements and
expenses 14,563,067 100.00 % 14,216,994 100.00 %
Change in Net Assets Without
Donor Restrictions 11,724 549 {1,855.063)
Net Assets Without Donor
Restrictions, Beginning of Year 205,360,852 207,215915
Net Assets Without Donor
Restrictions, End of Year $ 217.085.401 § 205360852
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Liquidity & Availability of Resources

* Financial assets

= Available for general expenditure

= Within one year of the balance sheet date
= No definition of general expenditure

= No required format

= Qualitative information required to supplement quantitative if
necessary

= Liquidity describes how organization ensures it has liquidity to meet
daily needs
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Liquidity & Availability of Resources

Note 6:  Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions
Limiting their vse, within one year of Auvgust 31, 2022 and 2021, comprise the following:

2022 2021
Cash $ 3173848 § 4942445

Investments 201,575,132 189 110,667

Financial assets available to meet cash needs for
general expenditures within one year § 204.748.080

3 194053.112

While the Foundation does not anticipate liquidity concerns, the Foundation does have a highly
involved Board of Directors who monitors liquidity thronghout the year. The Foundation's
primary expenses are grant disbursements that are decided vpon by the Board of Divectors. If
liguidity concerns were to appeat, the Board of Directors would be able to limit disbursements on
an as needed basis and maintain sufficient levels of liuadity.

Cash is monitored daily and a monthly review is performed at the management level.
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Note 7:  Liquidity and Availability

Financial assets available for general expenditure. that 1. without doner or other restrictions
limiting their vuse, within one year of December 31, 2022 and 2021, comgprize the following:

2022 2021
Cash $ 70819 % 25404
Investments 15974 288 23.623.175
Financial assets available to meet cash needs for
general expenditures within one year § 16045107 % 23642 660

While the Orzanization does not anticipate lienidity concerns. the Organization does have a highly
involved Board of Directors who monitors liquidity throughout the vear. The entity’s primary
expenses are grant disbursements that are decided upon by the Board of Directors. If liquidity
concerns were to appear, the Board of Directors would be able to limit disbursements on an as
needed basis and maintain sufficient levels of Liguidity.

Cash is monitored daily and a monthly review is performed at the management level.

Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.



Liquidity — Summary

= Liquidity
- Short discussions — qualitative information sometimes addresses
» Balanced budget
 Available lines of credit
* Relationships with more than one financial institution

« Some organizations indicate that FFE/board-designated
endowments can be made available

* |s there a cash or liquid investment target
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Statement of Activities

= NFPs have a ton of flexibility in how their income statement
(statement of activities) is presented

= Presentation of an operating indicator is not required, but may be
helpful

= Consider any potential debt covenant requirements or regulatory
items

» What is most beneficial to the user of the financials? What tells your
story?
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Expendable Net Assets

2022 2021

A e+ e = (Calculated as net assets, less

Student accounts mcervable - net of allowance of $325,000

and $300.834 at Fune 30, 2022 and 2021, respectively TT7,013
Govemment grants recemvable 1,00, 829
Pledzes recervable - nat (Mot 2) 2 834 607 -
S eensbic = - Fermanently restricted net asSsels
Prepaid expenses and other assets 44 007
Cash vahe of ife msurance (Mote 3) 17,042
Beneficial mterest m trasts (Motes 4 and 8) 11,765 703

Investments held for lbng-ferm parposes (Mote 4) 49 005 507
Land buildmgs and equipment - net (Mote &) 68 412 471 T1 500,756 y u

Total assets 5 130,557,146 $ 1400865964
Liabilities D O
s B - Net investment in
Accrued payroll expenszes 1,932373 22 5
Accrued interest 6 B51 72
Students’ and other deposits 374 596
Deferred revenune I3 B840
Lines of credit and termnotes (Mote T) 5354514 . M n
Funds held in trast for others 10,813 .
bt s ple mterzt stz Ot cos0 IquIdlity measure at balance snee
Capitabized lease obhgations A0 58
Bonds payable (Maote 5) 28 498 562
Dertvatnre Bability (Motes 4 and 100 - , = = O
L e ate (don't forget liquidity footnote
Acermed post-retmenment baneafits (Mote 11) 419 352
Total habidities 38,172 805
MNet Assets
Without doneor restrictons 30,664 548 42 540 205
With donor restoctions 2 S1_2Z8 050
Totalnet assets 103, 768235
Total Eabilities and net assets § 130,597,146 $ 140,086,964 92’424’34 1 - net assets
Note 14: Net Assets With Donor Restrictions (34,858,324) - permanently restricted net assets
Net assets with donor restrictions are available for the followng purposes:
2022 2021
Subject to expenditure for specifiad purpose (68141 2147 1) - P P&E
Capital projects £ 65,106 £ 65,056
Student and operational support 2454413 24679841 28,498,562 = related debt
Scholarships and other acadenue support 8921 885 10,358,243
REDELS EREERER 400,268 - capital leases
Endowments
Subject to endowment speadmg pobey or appropnaticn _ 1 1
Scholarships and other acadentc support 8460 065 12395 436 (39’513’641) net InveStment In PP&E
Donor-restricted permanent endowment finds 34 858324 35689 459
Total endowments 41318389 43,084,905
18,052,376 - Expendable Net Assets
7 7
Total net assets with donor estnetions $ 52759793 $ 61278050

Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment advis lor accounting, tax. related solutions provided by FORVIS, LLP.



Expendable Net Assets to Operations

92,424,341 - net assets
(34,858,324) - permanently restricted net assets . CaICUIated as expendable net
assets (calculated on previous
(68,412,471) - PP&E . .
28498562 - related debt slide), divided by total expenses
400,268 - capital leases (IeSS depreCIatlon)

(39,513,641) - net investment in PP&E

= Tells you how many months of
operations you could fund from

18,052,376 - Expendable Net Assets

38,514,715 - Total Expenses

(3,614,406) - Depreciation expense I|qU|d|ty at measurement date, |f
34,900,309 - Denominator revenue were tO cease
0.52 - expendable net assets to operations .
6.21 - expendable NA to ops - in months " Common benChmark IS O4OX
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Questions?

FORVIS Private Client services may include investment advisory services provided by FORVIS Wealth
Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided
by FORVIS, LLP. The information in this presentation should not be considered investment advice to you, nor
an offer to buy or sell any securities or financial instruments. The services, or investment strategies mentioned
in this presentation may not be available to, or suitable, for you. Consult a financial advisor or tax professional
before implementing any investment, tax or other strategy mentioned herein. The information herein is
believed to be accurate as of the time it is presented and it may become inaccurate or outdated with the
passage of time. Past performance does not guarantee future performance. All investments may lose money.

forvisprivateclient.com




CONTINUING PROFESSIONAL EDUCATION (CPE) CREDIT

FORVIS, LLP is registered with the National Association of State
Boards of Accountancy (NASBA) as a sponsor of continuing

professional education on the National Registry of CPE Sponsors. State

CPE boards of accountancy have final authority on the acceptance of
individual courses for CPE credit. Complaints regarding registered

JECAN BV sponsors may be submitted to the National Registry of CPE Sponsors
through its website: www.nasbareqistry.org
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https://www.nasbaregistry.org/

CPE CREDIT

= CPE credit may be awarded upon verification of participant
attendance

= For questions, concerns, or comments regarding CPE credit, please
email FORVIS at cpecompliance@forvis.com
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Thank You!

FORVIS Private Client services may include investment advisory services provided by FORVIS Wealth
Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided
by FORVIS, LLP. The information in this presentation should not be considered investment advice to you, nor
an offer to buy or sell any securities or financial instruments. The services, or investment strategies mentioned
in this presentation may not be available to, or suitable, for you. Consult a financial advisor or tax professional
before implementing any investment, tax or other strategy mentioned herein. The information herein is
believed to be accurate as of the time it is presented and it may become inaccurate or outdated with the
passage of time. Past performance does not guarantee future performance. All investments may lose money.

forvisprivateclient.com
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