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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Wabash Valley Community Foundation, Inc.
Terre Haute, Indiana

We have audited the accompanying statements of assets, liabilities and net assets - modified cash basis of
Wabash Valley Community Foundation, Inc. as of September 30, 2012 and 2011, and the related statements of
revenues, expenses and other changes in net assets and cash flows - modified cash basis for the years then
ended. These financial statements are the responsibility of the Foundation's management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in Note 2, these financial statements were prepared on the modified cash basis of accounting,
which is a comprehensive basis of accounting other than generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets,

liabilities, and net assets of Wabash Valley Community Foundation, Inc. as of September 30, 2012 and 2011
and its support, revenue, expenses, and change in its net assets for the years then ended, on the basis of

accounting described in Note 2.
W Z @M‘Wﬁ NS

Terre Haute, Indiana
January 22, 2013




WABASH VALLEY COMMUNITY FOUNDATION, INC,

Statements of Assets, Liabilities and Net Assets - Modified Cash Basis

September 30,
2012 2011
_ASSETS

Cash $ 197419 §$ 155,031

Investments 37,558,540 32,643,484

Office furniture and equipment 101,872 99,890
Less: Accumulated depreciation (96,503) (93,460)

5,369 6,430

Real Estate - 1,584

Total assets $ 37,761,328  § 32,806,529

LIABILITIES AND NET ASSETS

Agency endowments $ 2,785,202 $ 2,490,058

Scholarships and grants payable 627,271 633,585

HRA payable 20,814 38,532

Annuity liability 2,867 2,867

Total liabilities 3,445,154 3,165,042

Net assets

Unrestricted 31,679,270 27,016,218

Temporarily restricted 24,413 12,778

Permanently restricted 2,612,491 2,612,491

Total net assets 34,316,174 29,641,487

Total liabilities and net assets $ 37,761,328  $ 32,806,529

The accompanying notes arc an integral part of these statements.
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WABASH VALLEY COMMUNITY FOUNDATION, INC,

Statements of Revenues, Expenses and Other
Changes in Net Assets - Modified Cash Basis

For the Years Ended September 30,

Public Support:
Total amounts raised
Less: Amounts received as agency endowments
Total contributions

Seminar fees
Fundraising revenue
Other fees

Total public support

Revenues and Gains:

Investment income-net of custodial fees
Investment management fees
Gain (loss) on sale of investments
Unrealized gain (loss) on investments
Rental income
Excess management fees from agency endowments

Net assets released from restrictions:

Satisfaction of donor restrictions
Total revenues and gains

Total public support and revenue and gains

Expenses:
Community activities:
Total grants and distributions
Less: Grants made from agency endowments
Total grants and distributions

Fundraising expenses
Total community activities expenses
Supporting activities:
Personnel expenses
Administrative expenses
Occupancy expenses
Development expenses
Total supporting activities expenses

Total expenses
Change in net assets
Net assets at beginning of year

Net assets at end of year

2012

Unrestricted

Temporarily
Restricted

Permanently

Restricted

1,206,034 §

(2,618)

1,203,416

3,923
63,273
28.371

1,298,983

774,046
(44,500)
336,953
4,026,487
189
30,639

1,905

852
8,878

5,123,314

11,635

6,422,797

11,635

1,298,876
(116,451)

1,182,425
19,810

1,202,235

347,539
131,854
30,289
47,828

557,510

1,759,745

4,663,052
27,016,218

11,635
12,7778

2,612,491

31,679270 %

24413 $

2,612,491

The accompanying notes are an integral part of these statements.




$

2011

Temporarily Permanently
Total Unrestricted Restricted Restricted Total
1,206,034 § 1,774,878 % - $ - $ 1,774,878
(2,618) (83,251) - - (83,251)
1,203,416 1,691,627 - - 1,691,627
3,923 4,936 - - 4,936
63,273 71,570 - - 71,570
28,371 36,555 - - 36,555
1,298,983 1,804,688 - - 1,804,688
775,951 1,223,399 - - 1,223,399
(44,500) (39,0600) - - (39,000)
337,805 _ (134,868) - - (134,868)
4,035,365 (914,567) - - (914,567)
189 3,430 - - 5,430
30,639 29,698 - - 29,698
- 2,178 (2,178) - -
5,135,449 172,270 (2,178) - 170,092
6,434,432 1,976,958 (2,178) - 1,974,780
1,298,876 1,096,198 - - 1,096,198
(116,451) (41,981) - - (41,981)
1,182,425 1,054,217 - - 1,054,217
19,810 38,498 - - 38,498
1,202,235 1,092,715 - - 1,002,715
347,539 331,733 - - 331,733
131,854 120,952 - - 120,952
30,289 32,194 - - 32,194
47,828 47077 - - 47.077
557,510 531,956 - - 531,956
1,759,745 1,624,671 - - 1,624,671
4,674,687 352,287 (2,178) - 350,109
29,641,487 26,663,931 14,956 2,612,491 29,291,378
34,316,174 $ 27016218 $ 12.778  $ 2,612,491 3 29,641,487




WABASH VALLEY COMMUNITY FOUNDATION, INC.

Statements of Cash Flows - Modified Cash Basis

For the Years Ended September 30,

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile increases in net

assets to net cash provided by operating activities:

Depreciation
Net unrealized appreciation on investments
(Gain) Loss on sale of investments
Contribution of investments
Change in assets and liabilities:

Scholarships and grants payable

Other liabilities

Agency endowments

Net cash from operating activities

Cash flows from investing activities:
Purchase of office equipment
Proceeds from sale of investments
Purchase of investments
Proceeds from sale of real estate
Contribution of real estate

Net cash from investing activities

Net increase (decrease) in cash
Cash at beginning of year

Cash at end of year

Supplemental data;
Noncash mvesting activities:
Gifts of common stock

2012 2011
4,674,687 $ 350,109
3,043 3,387
(4,035,365) 914,567
(337,805) 134,868
(11,305) (11,004)
(6,314) 74,229
(8,718) (286)
295,144 36,341
573,367 1,502,211

(1,982) -
24,547,514 18,105,098
(25,078,095) (19,559,028)
1,584 8,788
(530,979) (1,445,142)
42,388 57,069
155,031 97,962
197,419 § 155,031
11,305 $ 11,004

The accompanying notes are an integral part of these statements.
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NOTE 1 -

NOTE 2 -

WABASH VALLEY COMMUNITY FOUNDATION, INC,
Notes to Financial Statements

September 30, 2012 and 2011

PURPOSE OF ORGANIZATION

The Wabash Valley Community Foundation, Inc. (Foundation) was established December 20,
1991. The Foundation’s mission is to engage people, build resources and strengthen the
community. The Foundation’s vision is to strive to be the primary steward of endowed funds and a
leader that encourages broad-based charitable activities in the Wabash Valley. The Foundation's
purpose is to enrich and enhance the quality of life in the Wabash Valley area by:

(a) receiving and investing contributions to build a permanent endowment for the charitable needs
of the Wabash Valley community. It will use the income from these contributions to respond
to changing and emerging community needs and to sustain existing philanthropic
organizations through grants to be used for social setvices, civic affairs, education, arts and
culture, and recreation; and

(b) providing a flexible and convenient giving vehicle for donors having a variety of charitable
goals and needs. In doing so, the Foundation serves as a steward for individuals, families,
foundations, and organizations entrusting assets to its care; and

(c) assisting commumty leaders in identifying important needs and concerns, addressing serious
problems, and shaping effective response and solutions.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the Foundation's significant accounting policies applied in the preparation of the
accompanying financial statements follows:

Basis of Accounting

The Foundation uses the "modified cash basis" method of accounting. Certain revenues are
recognized when received rather than when earned and certain expenses and purchases of assets are
recognized when cash is disbursed rather than when the obligation is incurred.

Basis of Presentation

Net assets, support, investment return, revenues, gains and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Foundation
are classified and reported as follows:

Unrestricted Net Assets - Net assets that are not subject to donor-imposed restrictions. Also
included in unrestricted net assets are amounts designated by the Foundation’s board of
directors for operating purposes and the donor-designated funds due to the variance power
granted to the Foundation’s board of directors in the event the donor’s direct original intent
cannot be met and the Foundation must find a similar charitable purpose.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed restrictions relating
10 a stipulated purpose or a specified time. When a donor restriction expires, that is, when a
stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the Statement of
Revenues, Expenses and Other Changes in Net Assets as net asscts released from
restrictions.




WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Finanecial Statements - Continued

September 30, 2012 and 2011

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Permanently Restricted Net Assets - Net assets subject to donor-imposed restrictions that
neither expire by passage of time nor can be fulfilled or otherwise removed by actions of the
Foundation. Included in this classification are endowment funds that are subject to the
restrictions of gift instruments requiring that the principal be maintained in perpetuity and
invested for the purpose of producing present and future income.

Investments

Investments are stated at fair value determined by market quotes. The great majority are held for
long-term investment purposes. Investments include all assets held in agency accounts with trust
departments and brokerage firms. Investment income includes only interest and dividend income
received on these investments.

Agency Endowments

An agency endowment arises when funds are transferred fo the Community Foundation from a
donor who is a nonprofit organization and then specifies itself or its affiliates as the beneficiary
of the funds. The transferred funds are maintained in perpetuity by the Community Foundation
and the earnings of these funds less a management fee are transferred to the donor or its affiliate
once a year. Agency endowment balances are recorded as liabilities in the Statements of
Financial Position - modified cash basis. The Community Foundation currently has
approximately 55 agency endowment agreements with donors.

Depreciation

Property, plant and equipment is recorded at historical cost and is depreciated over the estimated
useful lives of the related assets using the straight-line method. Depreciation expense totaled
$3,043 and $3,387 for the years ended September 30, 2012 and 2011, respectively.

Land Held for Investment

Land held for investment consists of rental real estate donated to the Foundation. The property is
valued at the fair market value as of the date of the contribution and is listed for sale. The
Foundation received rental income of $189 and $5,430 during the years ended September 30, 2012
and 2011, respectively. During the year ended September 30, 2012, the final property was sold for
$1,584 for a realized loss of $13,416. The property had previously been written down to that
$1,584. During the year ended September 30, 2011, one of the properties was sold for $8,788, net
of settlement fees at a loss of $10,212.

Support

Contributions received are measured at their fair values and are reported as an increase in net
assets. Gifts of cash and other assets are reported as restricted support if they are received with
donor stipulations that limit the use of the donated assets, or if they are designated as support for
future periods. When a donor restriction expires, that is, when a stipulated time restriction ends or
purpose resiriction is accomplished, temporarily restricted net assets are reclassified to unrestricted
net assets and reported in the statement of activity as net assets released from restrictions.
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NOTE 2 -

WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Donated Materials and Services

Only those in-kind contributions for which a fair market value can be objectively determined are
recorded as revenue.

Income Tax Exemption

The Internal Revenue Service has determined the Foundation to be exempt from the payment of
federal income taxes under sections 509(a) and 501(c)(3) of the Internal Revenue Code. This
ruling was obtained March 10, 1992. The Department of Revenue, State of Indiana, has also
recognized the Foundation as a not-for-profit organization exempt from the payment of Indiana
income taxes.

The Foundation’s policy is to evaluate the likelihood that its uncertain tax provisions will prevail
upon examination based on the extent to which those positions have substantial support within the
Internal Revenue Code and Regulations, Revenue Rulings, court decisions and other evidence. It is
the opinion of the management that the Foundation has no uncertain tax positions.

The Foundation’s information returns are subject to examination by the appropriate taxing
jurisdictions. As of September 30, 2012, the Foundation’s federal and state tax returns for the last
three years are open for examination as each year’s returns remain open for examination for three
years.

Cash

For purposes of the Statement of Cash Flows, the Foundation considers cash the same as cash as
shown in the Statement of Assets, Liabilities and Net Assets - modified cash basis, which includes
cash on hand and checking account balances.

Estimates

The preparation of financial statements in conformity with the modified cash basis of accounting
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Subsequent Events

Management has evaluated subsequent events through January 22, 2013, the date the financial
statements were available to be issued, and determined no events occurred which would require
adjustment to or disclosure in the financial statements.




WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 3 - INVESTMENTS

Investments are held in agency accounts administered by two local trust departments and are
carried at fair value. The fair values of investment securities are as follows:

9/30/2012 9/30/2011
Principal and income cash $ 352 $ 16,287
Certificates of deposit 200,000 753,344
Cash equivalents 764,465 1,221,989
United States Government and
government agency obligations 100,049 3,089,095
Municipal bonds-primarily taxable - 275,453
Corporate bonds 601,871 1,420,672
Common stocks 6,930,272 2,487,767
Common stock mutua) funds 15,231,251 11,479,858
Fixed income mutual funds 11,160,589 9,782,582
Investment in Speece Thorson Capital
Group Value Fund, LL.C - 2,569,691 2,116,437
$ 37,558,540 $ 32,643,484

These investments represent funds to be used to provide future income for grants, scholarships and
supporting activity expenses,

The following schedule summarizes the investment return and its classification in the Statement of
Activities for the year ended September 30, 2012:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Investment income $ 831,825 $ 1,905 $ - $ 833,730
Net realized losses 336,953 852 - 337,805
Net unrealized gains 4,026,487 8,878 - 4,035,365
Custodial fees (57,779) - (57,779)
Management fees (44.500) - - (44.,500)
Total investment return ~ $§ 5,092,986 $ 11,635 $ - % 5104621

The following schedule summarizes the investment return and its classification in the Statement
of Activities for the year ended September 30, 2011:

Temporanly Permanently

Unrestricted Restricted Restricted Total
Investment income $ 1,276,628 $ - $ - $ 1,276,628
Net realized losses (134,868) - - (134,868)
Net unrealized gains (914,567) - - (914,567)
Custodial fees (53,229) - - (53.229)
Management fees (39.000) - - (39,000)
Total investment return ~ $  _134.964 $ _ - $ - $ _134964
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WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continned

September 30, 2012 and 2011

NOTE 4 - FAIR VALUE MEASUREMENT

The Foundation adopted the Accounting Standards Cedification No. 820, (“ASC 820, Fair Value
Measurements, on October 1, 2008. ASC 820 requires the Foundation to classify its assets and
liabilities into three levels based on the method used to value the assets or liabilities. Level 1
values are based on quoted prices in active markets for identical securities. Level 2 values are
based on significant observable market inputs, such as quoted prices for similar securities and
quoted prices in inactive markets. Level 3 values are based on significant unobservable inputs that
reflect the foundation’s determination of assumptions that market participants might reasonably use
in valuing the securities. The valuation levels are not necessarily an indication of the risk or
liquidity associated with the underlying investment.

Assets measured at fair value on a recurring basis at September 30, 2012 are as follows:

Level 1-Quoted Level 2-Other Level 3-
Prices in Observable Unobservable
Active Markets Inputs Inputs
Cash and cash equivalents $ 764,817 $ - $ -
Certificates of deposit 200,000 - -
Corporate bonds - 601,871 -
United States Government obligations 100,049 - -
Mutual funds:
Small cap equity funds : 3,802,630 - -
Large cap equity funds 7,324,486 - -
International equity funds 2,510,827 - -
Emerging market funds 1,242,661 - -
Fixed income funds 11,160,589 - -
Other funds 350,647 - -
Common stocks:
Telecommunication services - 01,744 - -
Materials 255,371 - -
Consumer discretionary 874,460 - -
Industrials 836,600 - -
Energy 741,043 - -
Utilities 130,885 - -
Information technology 1,556,752 - -
Consumer staples 778,237 - -
Health care 802,061 - -
Financials 893,119 - -
Speece Thorson Capital Group
Value Fund, LLC - - 2.569.691
$ 34,386,978 $ 601,871 $ 2,569,691




WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 4- FAIR VALUE MEASUREMENT - continued

Assets measured at fair value on a recurring basis at September 30, 2011 are as follows:

Level 1-Quoted Level 2-Other Level 3-
Prices in Observable Unobservable
Active Markets Inputs Inputs
Cash and cash equivalents $ 1,238,277 $ - h -
Certificates of deposit 753,344 - -
Corporate bonds - 1,420,672 -
Municipal bonds — primarily taxable - 275,453 -
United States Government obligations 3,089,095 - -
Mutual funds:
Small cap equity funds 1,761,124 - -
Large cap equity funds 6,570,682 - -
International equity funds 2,251,407 - -
Emerging market funds 635,250 - -
Fixed income funds 9,782,582 - -
Other funds 261,396 - -
Common stocks:
Telecommunication services 36,334 - -
Materials 91,008 - -
Consumer discretionary 313,959 - -
Industrials 286,780 - -
Energy 293,775 - -
Utilities 36,334 - -
Information technology 510,749 - -
Consumer staples 288,065 - -
Health care 300,464 - -
Financials 330,297 - -
Speece Thorson Capital Group
Value Fund, LL.C : - - 2,116,437
$ 28.830.922 $ 1.696.125 $ 2116437

The following 1s a description of the valuation methodologies used for assets at fair value.

For all cash and cash equivalents, United States govermment obligations, common stocks and
mutual funds fair value is determined by reference to quoted market prices.

Corporate bonds are valued based on yields currently available on comparable securities or issuers
with similar credit ratings.
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NOTE 4 -

NOTES -

NOTE 6 -

WABASH VALLEY COMMUNITY FOUNDATION, INC.

Notes to Financial Statements - Continued

September 30,2012 and 2011

FAIR VALUE MEASUREMENT - continued

The Limited Liability Company (LLC), Speece Thorson Capital Group Value Fund, LLC, is a
private equity fund LLC that invests primarily in mid-cap value equities. The fair value of this
investment is determined based on the Foundation’s percentage owned of total units outstanding
multiplied by the total members equity of the LLC.

The following is a reconciliation of the beginning and ending balances for investments measured at
fair value using significant unobservable inputs (level 3) during the years ended September 30,
2011 and 2012.

Limited Liability
Company
Beginning balance, October 1, 2010 $ 2,124,684
Purchases -
Sales -
Transfers -
Realized pains/(losses) -
Unrealized gains (8.247)
Ending balance, September 30, 2011 2,116,437
Purchases -
Sales -
Transfers -
Realized gains/(losses) -
Unrealized gains 453,254
Ending balance, September 30, 2012 $ 2,569,691

CONTRIBUTIONS FROM LILLY ENDOWMENT, INC.

The Foundation received funds from Lilly Endowment as part of their GIFT (Giving Indiana Funds
for Tomorrow) initiative to help community foundations establish endowment funds and as part of
their CAPE (Community Alliances Promoting Education) initiative to help communities establish
alliances that address the communities educational needs. The total amount of funds from Lilly
Endowment received that were recorded as permanently restricted were $2,612,491.

MANAGEMENT FEES

Donor funds are charged a fee of 1% that is taken in quarterly installments of .25% of assets based
on the principal balance as of December 31, March 31, June 30 and September 30 each year. Non-
permanent and pass-through funds are charged a fee of 2% that is taken in quaiterly installments of
.5% of the principal balance as  of December 31, March 31, June 30, and September 30.
Effective October 1, 2008, scholarship endowment funds that use a selection committee other than
those established by the Wabash Valley Community Foundation are charged a quarterly fee of .5%
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NOTE 6 -

WABASH VALLEY COMMUNITY FOUNDATION, INC.

Notes to Financial Statements - Continued

September 30, 2012 and 2011

MANAGEMENT FEES - continued

of assets based on the principal balance as of December 31, March 31, June 30 and September 30

- each year. Scholarship endowment funds that are paid directly to an institution of higher education

NOTE 7 -

NOTE 8 -

that selects the recipient and funds that use one of the selection committees established by the
Wabash Valley Community Foundation are charged a quarterly fee of .25% of assets based on the
principal balance as of December 31, March 31, June 30, and September 30 each year.
Endowments funds accepted and deposited in the last two months of the fiscal year will not pay a
fee for that year. For Trust Funds for which the Foundation serves as the trustee, a fee of $1,000
per year is charged for selection of scholarship recipients; $300 per year for payment of previously
awarded scholarships and maintaining contact with prior recipients; a minimum fee of $300 will be
charged to the trust fund annually. In addition, the Foundation will pass on all expenses related to
trust investments and completion of the Form 1041 or other reporting required to be  filed  with
the Internal Revenue Service. The management fees are used in the unrestricted fund to offset
operaling expenses.

RENT EXPENSE

The Foundation leases office space under an operating lease that expires in May 2013. Rent
payments made during the years ended September 30, 2012 and 2011 totaled $18,072 and $18,072,
respectively.

Minimum future rental payments to be paid on operating leases as of September 30, 2012 for each
of the next 5 years and the aggregate are:

2013 $ 12,048
2014 -
2015 -
2016 -
2017 -

CATEGORIES OF INTERNAL FUNDS WITH VARIANCE POWER

The Foundation has variance power over most funds received, and as such, these are reported as
unrestricted net assets. However, the Foundation maintains various categories of internal funds
based on the wishes and purposes established with donors in fund agreements. Those categories
and balances at September 30, 2012 were as follows:

Donor Advised $ 2,329,191
Scholarship 7,722,340
Designated 4,160,502
Agency Endowment 2,244 336
Field of Interest 2,079,555
Special Project 76,641
Unrestricted 7,244 751
Operating Funds 1,132,031

$ 26989347

12




WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 9- TEMPORARILY RESTRICTED NET ASSETS

The Wabash Valley Community Foundation has established a charitable gift annuity agreement
with a donor. The donor has transferred assets to the Foundation, and in turn, the donor is to
receive quarterly annuity payments for life. Upon death of the donor, the remaining assets revert to
the Foundation. The assets held by the Foundation under this agreement are recorded as
temporarily restricted. The gift was valued using present value factors and the applicable Internal
Revenue Service 7520 rate which was 6.2%.

The Foundation participated in the Lilly Endowment Sustaining Resources Program. The grant
received for this program is temporarily restricted (see Note 5).

Indiana EASE Grants

In 2006, Vigo and Sullivan Counties were among five Indiana counties offered an opportunity to
apply for funding to develop a local program to address the barriers to education faced by youth
ages 14-24 who are court involved, in foster care or homeless. This grant provided in 2007 a
$5,000 planning grant per county with up to $20,000 per county being provided in 2008 and
2009 for implementation of the program. The implementation grant was a matching grant to the
local communities support.

Both counties developed a mentoring program. In Sullivan County, the EASE grant leads to the
creation of a new mentoring organization, Stairsteps to Success. In Vigo County, the grant
provided for a college mentor relationship between students at Ivy Tech State College, Indiana
State University and St. Mary-of-the-Woods College. It also provided for college visits by the
students. A second component of the Vigo County EASE grant was the development of Youth
Advocates at Ryves Hall Youth Center, a division of Catholic Charities. A final component was
education of the community on issues related to the target population and the Community
Foundation on community leadership issues.

Expenditures for the Indiana EASE grants for the periods ended September 30, 2012 and 2011
were $388 and $2,178, respectively.

Temporarily restricted net assets are restricted for the following purposes at September 30,

2012 2011

Time restrictions:

Charitable gift annuity $ 2,133 $ 2133
Portion of perpetual endowment fund

subject to a fime restriction under UPMIFA 11,601 -
Purpose restrictions:

Indiana EASE 30 30

Indiana EASE-Vigo 10,649 10,616

$ 24413 § 12,779

13




|

NOTE 10 -

NOTE 11 -

WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets include designated purpose restrictions related to the following
purposes at September 30,

2012 2011
Permanently restricted principal of non-variance
clause endowment funds under UPMIFA:

Lilly-CAPE Fund $ 646,658 $ 646,658
Lilly Endowment-Vigo 1,828,696 1,828,696
Lilly Endowment-Sullivan 119,552 119,552
Lilly Endowment-Clay 17,585 17,585

$ 2,612.491 $ 2,612,491

ENDOWMENT FUNDS

The Foundation’s endowment consisted of approximately 413 and 392 individual funds established
for various purposes at September 30, 2012 and 2011, respectively. Its endowment includes both
donor-restricted endowment funds and funds designated by the Board of Directors to function as
endowments. Net assets associated with endowment funds, including funds designated by the
Board of Directors to function as endowments, are classified and reported on based on the existence
or absence of donor-imposed restrictions.

Interpretation of the Relevant Law

The Board of Directors of the Foundation has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift
and all subsequent gifts absent explicit donor stipulations to the contrary. As a result of this
interpretation, the Foundation classifies as permanently restricted net assets, (a) the original value
of the gifts donated to the permanent endowment, {(b) the original value of subsequent gifts to the
permanent endowment, and (¢) 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 donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the organization in a manner consistent with the standard of
prudence prescribed by UPMIFA. In accordance with UPMIFA, the organization considers the
following factors when making a determination to appropriate or accumulate donor-restricted
endowment funds:

1) The duration and preservation of the fund

2) The purposes of the organization and the donor-restricted endowment fund
3) General economic conditions

4) The possible effect of inflation and deflation

5) The expected total return from income and the appreciation of investments
6) Other resources of the organization

7) The investment policies of the organization.
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WABASH VALLEY COMMUNITY FOUNDATION, INC.,
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 11 - ENDOWMENT FUNDS - continued

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to the grant and scholarship programs supported by its
endowment while secking to maintain the purchasing power of the endowment assets. Endowment
assets include those assets of the donor-restricted funds that the organization must hold in
perpetuity or for a donor-specified period(s) as well as board-designated funds. Under this policy,
as approved by the Board of Directors, the endowment fund assets are invested in a manner that is
intended to produce results that exceed the price and yield results of the S&P 500 index while
assuming a moderate level of investment risk. The Foundation expects its endowment funds, over
time, to provide an average rate of retwrn of approximately 5 percent annually net of inflation and
administrative costs. Actual returns in any given yeat may vary from this amount.

Stratepies Emploved for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in
which investment returns are achieved through both capital appreciation (realized and unrealized)
and current yield (interest and dividends). Because the Foundation is expected to endure
indefinitely, and because inflation is a key component in its Performance Objective, the long-term
risk of not investing in growth securities outweighs the short-term volatility risk. As a result, the
majority of assets will be invested in equity or equity-like securities. Fixed income securities are
used to lower the short-term volatility of the portfolio and to provide income stability, especially
during periods of weak or negative equity markets. Cash is not a strategic asset of the portfolio, but
is a residual to the investment process and used to meet short-term liquidity needs. Other asset
classes are included to provide diversification (e.g. international equities) and incremental return
(e.g. small cap equities).

Spending Policy and How the Investment Objectives Relate to the Spending Policy

The Foundation has a policy of appropriating for distribution each year up to 5% of its endowment
fund’s average fair value over the prior 12 quarters. In establishing this policy, the Foundation’s
Board of Directors considered the long-term expected return on its endowment. Accordingly, over
the long term, the Foundation expects the current spending policy to allow its endowment to grow
at an average of 5% annually, This is consistent with the Foundation’s objective to maintain the
purchasing power of the endowment assets held in perpetuity or for a specified term as well as to
provide additional real growth through new gifts and investment return.

The composition of and changes in endowment net assets as of and for the year ended September
30, 2012 are as follows:

15




WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 11 - ENDOWMENT FUNDS - continued

Donor-Restricted

Board Designated Endowment Funds
Endowment Funds Temporarily  Permanently
Unrestricted Restricted Restricted Total

Endowment net assets,

October 1, 2011 $ 25,602,599 § - $ 2,612,491 § 28,305,090
Investment returns:
Investment income 329,538 982 - 330,520
Net appreciation (realized
and unrealized) 4,327,857 10.619 - 4,338,476
Total investment returns 4,657,395 11,601 - 4,668,996
Rental income 189 - - 189
Contributions 937,255 - ' - 037,255
Appropriation of endowment
assets for expenditure (1.002.516) - - (1.002.516)
Endowment net assets,
September 30, 2012 $ 30,284,922 $ 11,601 $ 2612491 $ 32,909,014

The composition of and changes in endowment net assets as of and for the year ended September
30, 2011 are as follows:

Donor-Restricted

Board Designated Endowment Funds
Endowment Funds Temporarily  Permanently
Unrestricted Restricted Restricted Total
Endowment net assets,
October 1, 2010 $ 25,214,899 3 - $ 2,612,491 % 27,827,390

Investment returns:

Investment income 806,021 - - 806,021
Net depreciation (realized
and wnrealized) {1.030.748) - - (1.030,748)
Total investment returns (224,727) - - (224,721
Rental income 5,430 - - 5,430
Contributions 1,491,221 - - 1,491,221
Appropriation of endowment
assets for expenditure (794,224) - - (794.224)
Endowment net assets,
September 30, 2011 $ 25,692,599 _ -} 2612491 $ 28,305,090




WABASH VALLEY COMMUNITY FOUNDATION, INC.

Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 11 - ENDOWMENT FUNDS - continued

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Foundation to retain as a
fund of perpetual duration. In accordance with UPMIFA, (deficiencies) and subsequent
recoveries of those (deficiencies) of this nature that are reported in unrestricted net assets were
$306,777 and $(42,190) for the years ended September 30, 2012 and 2011, respectively. These
deficiencies resulted from unfavorable market fluctuations that occurred during the prior years
and continued appropriation for certain programs that were deemed prudent by the Board of
Directors,

NOTE 12 - BENEFICIAL INTEREST TRUSTS

'The Foundation has a remainder interest in ten charitable remainder trusts. A charitable remainder
trust provides distributions to vartous designated beneficiaries over the term of the trust (usually the
designated beneficiary’s lifetime). At the end of the frusts’ term, the remaining assets are to
become part of the Foundation’s permanent endowment funds. The income is to be used for
designated purposes. These remainder interests are not recorded in the accompanying financial
statements as the remainder beneficiary can generally be changed by the donor.

The Foundation has been informed that it is a beneficiary in fifteen wills. The potential bequests
are not included in the financial statements since the bequests are revocable at the discretion of the
grantors.

NOTE 13 - TRUSTEESHIPS

During the years ended September 30, 2012 and 2011, the Foundation acted as trustee for three
trusts. The total fair market value of these trusts at September 30, 2012 and 2011 was $400,062
and $391,998, respectively.

NOTE 14 - CONCENTRATIONS _ - -

-

The Foundation maintains cash balances at a local bank that is periodically in excess of the amount
covered by the Federal Deposit Insurance Corporation.

During the year ended September 30, 2012, the Foundation received a contribution of $300,000
from one donor. The donors’ total contribution represented 25% of the total contributions received.

During the year ended September 30, 2011, the Foundation received contributions of $999,320

from two donors. These contributions were 59% of the total contributions the Foundation received
during the year.
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WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2012 and 2011

NOTE 15 - RISKS AND UNCERTAINTIES

The Foundation invests in various investment securities. Investment securities are exposed to
various risks as interest rate, market, and credit risks. Due to the level of risk associated with
certain investment securities, it is at least reasonable possible that changes in the values of
investment securities will occur in the near term and that such changes could materially affect the
amounts reported in the statement of net assets available for benefits.
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