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INDEPENDENT AUDITOR’S REPORT

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

We have audited the accompanying financial statements of the Wabash Valley Community Foundation, Inc. (a
nonprofit organization), which comprise the statements of assets, liabilities, and net assets - modified cash basis
as of September 30, 2016 and 2015, and the related statements of support, revenues, expenses, and other
changes in net assets and cash flows - modified cash basis for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with the modified cash basis of accounting as described in Note 2; this includes determining that the modified
cash basis of accounting is an acceptable basis for the preparation of the financial statements in the
circumstances. Management is also responsible for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 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 assets,
liabilities, and net assets of the Wabash Valley Community Foundation, Inc. as of September 30, 2016 and
2015, and its support, revenue, and expenses and its cash flows for the years then ended in accordance with the
modified cash basis of accounting as described in Note 2.

Basis of Accounting
We draw attention to Note 2 of the financial statements, which describes the basis of accounting. The financial
statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than

accounting principles generally accepted in the United States of America. Our opinion is not modified with
respect to this matter.

Sphed . lonppons, it

Terre Haute, Indiana
February 16, 2017



Cash

Investments

Other assets

WABASH VALLEY COMMUNITY FOUNDATION, INC.
Statements of Assets, Liabilities and Net Assets - Modified Cash Basis

September 30,

ASSETS

Cash surrender value of life insurance

Property and equipment

Building

Furniture and equipment

Less: Accumulated depreciation

Land

Total assets

LIABILITIES AND NET ASSETS

Agency endowments
Scholarships and grants payable
HRA and FSA payable

Property tax payable

Deferred revenue

Note payable

Annuity liability
Total liabilities

Net assets

Unrestricted

Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

The accompanying notes are an integral part of these statements.
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$

2016 2015
515§ 131,701
48,450,149 44,507,661
1,000 ’
91,864 -
905,319 251,101
172,490 120,469
1,077,809 371,570
(114,823) (107,642)
962,986 263,928
59,000 59,000
1,021,986 322,928
49,565,514  $ 44,962,290
3,053,628  § 2,888,198
976,202 1,103,984
442 6,840
3,067 3,067
. 668,413
555,423 290,000
48,345 51,265
4,637,107 5,011,767
42,105,675 37,196,534
210,241 141,498
2,612,491 2,612,491
44,928,407 39,950,523
49,565,514 $ 44,962,290




WABASH VALLEY COMMUNITY FOUNDATION, INC.

Statements of Support, 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 on sale of investments
Unrealized gain (loss) on investments
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

2016

Temporarily Permanently
Unrestricted Restricted Restricted
3,048,589 §$ 2,919 § -
(837) & -
3,047,752 2,919 -
3,226 - -
62,152 = =
35,384 - -
3,148,514 2,919 _
946,842 8,826 -
(50,000) - -
1,816,164 35,687 -
1,412,083 26,797 -
33,083 = -
5,486 (5,486) -
4,163,658 65,824 -
7,312,172 68,743 -
1,687,448 - -
(89,781) = -
1,597,667 - -
31,333 . R
1,629,000 - :
487,347 - .
170,384 - -
56,542 = -
59,758 - -
774,031 - -
2,403,031 - R
4,909,141 68,743 -

37,196,534 141,498 2,612,491

42,105,675 $ 210,241 % 2,612491

The accompanying notes are an integral part of these statements.



$

2015

Temporarily Permanently
Total Unrestricted Restricted Restricted Total
3,051,508 % 3,109,672 $ 5,441 $ - 3,115,113
(837) (5,489) - - (5,489)
3,050,671 3,104,183 5,441 - 3,109,624
3,226 2,940 - - 2,940
62,152 51,305 - - 51,305
35,384 30,099 = - 30,099
3,151,433 3,188,527 5,441 - 3,193,968
955,668 927,072 33,211 - 960,283
(50,000) (50,000) - - (50,000)
1,851,851 194,355 14,849 - 209,204
1,438,880 (3,509,596) (167,482) - (3,677,078)
33,083 34,360 - - 34,360
- 49,098 (49,098) - -
4,229,482 (2,354,711) (168,520) - (2,523,231)
7,380,915 833,816 (163,079) - 670,737
1,687,448 1,575,075 - - 1,575,075
(89,781) (69,173) - - (69,173)
1,597,667 1,505,902 - - 1,505,902
31,333 15,594 - - 15,594
1,629,000 1,521,496 - - 1,521,496
487,347 433,833 - - 433,833
170,384 169,706 - - 169,706
56,542 41,206 - - 41,206
59,758 72,341 - - 72,341
774,031 717,086 - - 717,086
2,403,031 2,238,582 - - 2,238,582
4,977,884 (1,404,766) (163,079) - (1,567,845)
39,950,523 38,601,300 304,577 2,612,491 41,518,368
44.928.407 $ 37,196,534 $ 141,498 $ 2,612,491 39.950,523




WABASH VALLEY COMMUNITY FOUNDATION, INC.

Statements of Cash Flows - Modified Cash Basis

For the Years Ended September 30,

2016 2015
Cash flows from operating activities:
Change in net assets 4977884 $ (1,567,845)
Adjustments to reconcile increases in net
assets to net cash provided by operating activities:
Depreciation 12,702 4,472
Net unrealized (appreciation) depreciation on investments (1,438,880) 3,677,078
Gain on sale of investments (1,851,851) (209,204)
Contribution of investments (53,912) (261,951)
Contributions of office furniture (10,210) -
Contribution of cash surrender value of life insurance (91,864) .
Change in assets and liabilities:
Scholarships and grants payable (127,782) 91,593
Other liabilities (9,318) (7,561)
Deferred revenue (668,413) 668,413
Agency endowments 165,430 (279,349)
Net cash from operating activities 903,786 2,115,646
Cash flows from investing activities:
Proceeds from sale of equipment 100 -
Purchases of property and equipment (701,643) (24,740)
Proceeds from sale of investments 8,108,268 6,353,840
Purchase of investments (8,707,120) (8,467,968)
Net cash from investing activities (1,300,395) (2,138,868)
Cash flows from financing activities:
Repayment of notes payable (297,077) -
Proceeds from notes payable 562,500 2,904
Net cash from financing activities 265,423 2,904
Net decrease in cash (131,186) (20,318)
Cash at beginning of year 131,701 152,019
Cash at end of year 515 $ 131,701
Supplemental data:
Noncash investing activities:
Gifts of common stock 53912 $ 261,951
Gifts of office furniture 10,210 -

Noncash financing activities:

During the year ended September 30, 2015, the Foundation financed the purchase of a building and
land through the issuance of a note payable from a local bank. The Foundation financed $290,000
on the purchase and paid cash of $23,003.

Cash paid for interest $ 10,175  $ 1,448

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, 2016 and 2015

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 services, 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

(¢) assisting community 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
to 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 assets released from
restrictions.




NOTE 2 -

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

September 30, 2016 and 2015

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 to 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 54 agency endowment agreements with donors.

Depreciation

Property and equipment is recorded at historical cost and is depreciated over the estimated useful
lives of the related assets using the straight-line method. The Community Foundation’s policy is to
capitalize assets costing $500 or more. Depreciation expense totaled $12,702 and $4,472 for the
years ended September 30, 2016 and 2015, respectively.

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 restriction 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.

Donated Materials and Services

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



NOTE 2 -

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

September 30, 2016 and 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

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 positions 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, 2016, 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 February 16, 2017, 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 30,2016 and 2015

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 at September 30 are as follows:

2016 2015

Certificates of deposit $ 200,000 $ 100,000
Cash equivalents 451,074 2,169,024
Corporate bonds - 99,831
Common stocks 2,546,878 4,490,682
Common stock mutual funds 31,566,013 24,701,071
Fixed income mutual funds 10,542,324 10,589,873
Investment in Speece Thorson Capital

Group Value Fund, LLC 3.143.860 2,357,180

§ 48,450,149 § 44507661

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, 2016:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Investment income $ 997,657 $ 17,161 $ - $ 1,014,818
Net realized gains 1,816,164 35,687 - 1,851,851
Net unrealized gains 1,412,083 26,797 - 1,438,880
Custodial fees (50,815) (8,335) - (59,150)
Management fees (50.000) - . (50,000)
Total investment return  $§ 4.125,089 $ 71310 $ _ - $ 4.196.399

The following schedule summarizes the investment return and its classification in the Statement
of Activities for the year ended September 30, 2015:

Temporarily Permanently

Unrestricted Restricted Restricted Total
Investment income $ 958,959 $ 61,429 $ - $ 1,020,388
Net realized gains 194,355 14,849 - 209,204
Net unrealized losses (3,509,596) (167,482) - (3,677,078)
Custodial fees (31,887) (28,218) - (60,105)
Management fees (50,000) - - _(50,000)
Total investment return  § (2.438.169)  $ (119,422) $ - % (2,557.591)



NOTE 4 -

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

September 30, 2016 and 2015

FAIR VALUE MEASUREMENT

The Foundation adopted the Accounting Standards Codification 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, 2016 are as follows:

Level 1-Quoted Level 2-Other Level 3-
Prices in Observable Unobservable
Active Markets Inputs Inputs
Cash and cash equivalents $ 451,074 $ - $ -
Certificates of deposit 200,000 - -
Mutual funds:
Government bond fund intermediate
term maturities 4,285,226 - -
Taxable bond funds intermediate
term maturities 3,715,386 - -
Treasury inflation protected securities 386,514 - -
International bond 2,155,198 - -
Large cap value 6,087,335 - -
Large cap growth 5,555,884 - -
International large cap value 5,860,851 - -
International large cap growth 266,153 - -
Domestic growth real estate 1,510,497 - -
Small cap value 1,265,015 - -
Small cap growth 1,590,246 - -
Small cap aggressive international 6,526,079 - -
Energy and natural resources 2,724,780 - -
Low volatility 60,694 - -
Emerging markets 118,479 - -
Common stocks:
Large cap value 688,136 E -
Large cap growth 1,680,526 - -
International large cap value 107,076 - -
International large cap growth 43,463 - -
Domestic growth real estate 24,379 - -
Small cap value 3,298 - -
Speece Thorson Capital Group
Value Fund, LLC - - 3.143.860
$ 45.306.289 $ _ - $ 3.143.860
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WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30,2016 and 2015

NOTE 4 - FAIR VALUE MEASUREMENT - continued

Assets measured at fair value on a recurring basis at September 30, 2015 are as follows:

Level 1-Quoted Level 2-Other Level 3-
Prices in Observable Unobservable
Active Markets Inputs Inputs
Cash and cash equivalents $ 2,169,024 $ - $ -
Certificates of deposit 100,000 - -
Corporate bonds - 99,831 -
Mutual funds:
Small cap equity funds 2,468,166 - -
Large/Mid cap equity funds 7,723,008 - -
International equity funds 6,561,235 - -
Emerging market funds 3,218,335 - -
Fixed income funds 10,589,873 - -
Natural resource funds 1,307,459 - -
Real estate funds 1,660,987 - -
Other funds 1,761,881 - -
Common stocks:
Telecommunication services 62,545 - -
Materials 98,753 - -
Consumer discretionary 553,646 - -
Industrials 510,432 - -
Energy 415,241 - -
Utilities 94,857 - -
Information technology 838,055 - -
Consumer staples 495,464 - -
Health care 582,460 - -
Financials 693,780 - -
Foreign stocks 145,449 - -
Speece Thorson Capital Group
Value Fund, LLC - - 2,357,180
$ 42.050.650 $ 99,831 $ 2,357,180

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

For all cash and cash equivalents, certificates of deposit, 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 -

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

September 30, 2016 and 2015

FAIR VALUE MEASUREMENT - continued

The Limited Liability Company (LLC), Speece Thorson Capital Group Value Fund, LLC, is a
public 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 LL.C.

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,
2016 and 2015.

Limited Liability
Company
Beginning balance, October 1, 2014 $ 2,328,115
Purchases -
Sales -
Transfers -
Realized gains/(losses) -
Unrealized gains/(losses) 29,065
Ending balance, September 30, 2015 2,357,180
Purchases 400,000
Sales -
Transfers -
Realized gains/(losses) -
Unrealized gains/(losses) 386,680
Ending balance, September 30, 2016 $ 3.143,860
NOTE PAYABLE

The Foundation obtained an unsecured note payable from a local bank for $290,000 for the
purchase of a building due November 30, 2015 with interest payable monthly at 2.9%. The loan
was modified in October 2015 to extend the due date until January 30, 2016. Interest expense for
the year ended September 30, 2016 and 2015 totaled $2,803 and $1,448. The loan was paid off in
January 2016.

The Foundation obtained a note payable from a local bank on January 29, 2016 for $562,500 for
renovations of a building. The note is payable in monthly payments of $2,722 including interest at
3.08% beginning in May 2016. The note matures in January 2041. The note is secured by real
estate. The loan balance at September 30, 2016 is $555,423.

Maturities of long-term obligations over the next five years are:

2017 § 15,496
2018 15,988
2019 16,495
2020 17,018
2021 17,558

12



NOTE 6 -

NOTE 7 -

NOTE 8 -

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

September 30, 2016 and 2015

LINE OF CREDIT

The Foundation obtained a line of credit from a local bank for up to $250,000. The line of credit
matures January, 2026. Interest is charged at 3.08% on the outstanding principal. Any borrowings
on the line of credit are subject to repayment of monthly interest payments only beginning February
2016 through January 2017, then monthly principal and interest payments of $2,658 starting in
February, 2017. The line of credit is secured by real estate and substantially all assets of the
Foundation. The Foundation has received no borrowings on this line of credit.

CONTRIBUTIONS FROM LILLY ENDOWMENT, INC.

The Foundation received funds from Lilly Endowment, Inc. 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.

The Foundation is participating in the latest Lilly Endowment Gift Initiative, Phase VI. The GIFT
Initiative Phase VI provides the Foundation the opportunity to gain $2,000,000 in matching funds
from Lilly Endowment, Inc. allocated among its three county service area as follows: $1,000,000
for Vigo County, $500,000 for Sullivan County, and $500,000 for Clay County. From August 1,
2014 through March 31, 2016, Lilly Endowment, Inc. will match $1 for every $1 raised of
unrestricted endowment funds, $2 for every $1 donated to an unrestricted endowment fund by the
Foundation’s board members or affiliated county services committee members, and $.50 for every
$1 raised of restricted funds up to a cap of 50% of that county’s maximum grant. Lilly
Endowment, Inc. is prefunding this GIFT Initiative. The Foundation received its award of
$2,000,000 from Lilly Endowment, Inc. in October 2014. The award is treated as deferred revenue
until matching funds have been received. At September 30, 2015 matching funds of $1,331,587
had been received. A deferred revenue remained of $668,413 at September 30, 2015. The
remaining matching funds were received during the year ended September 30, 2016 and all
requirements of the Lilly Endowment Gift Initiative Phase VI were completed.

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 quarterly installments of
.5% of the principal balance as of December 31, March 31, June 30, and September 30.

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% 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 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.

13



NOTE 8 -

NOTE 9 -

NOTE 10 -

NOTE 11 -

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

September 30, 2016 and 2015

MANAGEMENT FEES - continued
Endowments funds created in the last quarter of the fiscal year will not pay a fee for that year.

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 to offset operating expenses.

RENT EXPENSE

The Foundation leased office space under an operating lease that expired in May 2016. Rent
payments made during the years ended September 30, 2016 and 2015 totaled $13,965 and $23,331,
respectively. The lease expired and was not renewed.

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 were as follows:

2016 2015
Donor Advised $ 3,237,372 $ 2,992,996
Scholarship 14,208,302 12,942,047
Designated 6,123,895 5,726,847
Agency Endowment 3,416,755 3,299,019
Field of Interest 2,748,305 2,544,118
Special Project 54,777 119,405
Unrestricted 11,700,235 9,194,283
Operating Funds 616,034 377.819

$ 42,105,675 $ 37.196.534

TEMPORARILY RESTRICTED NET ASSETS

The Wabash Valley Community Foundation has established two charitable gift annuity agreements
with donors. The donors have transferred assets to the Foundation, and in turn, the donors are to
receive annuity payments for life, one donor quarterly and one donor annually. Upon death of the
donors, the remaining assets revert to the Foundation. The assets held by the Foundation under this
agreement are recorded as temporarily restricted. The gifts were valued using present value factors
and the applicable Internal Revenue Service 7520 rate which was 6.0% and 1.4%, respectively, at
the time of the gifts.
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NOTE 11 -

NOTE 12 -

NOTE 13 -

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

September 30, 2016 and 2015

TEMPORARILY RESTRICTED NET ASSETS - continued

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

2016 2015
Time restrictions:
Charitable gift annuity $ 60,875 $ 57,956
Portion of perpetual endowment fund
subject to a time restriction under UPMIFA 149,361 79,328

Purpose restrictions:
Indiana EASE - Sullivan - 30

Indiana EASE-Vigo 5 4,184
$ 210,241 $ 141.498

PERMANENTLY RESTRICTED NET ASSETS

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

016 015
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 $ 2612491
ENDOWMENT FUNDS

The Foundation’s endowment consisted of approximately 572 and 566 individual funds established
for various purposes at September 30, 2016 and 2015, 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 (c) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to
the fund. The remaining portion of the donor-restricted endowment fund that is not classified in
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WABASH VYALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2016 and 2015

NOTE 13 - ENDOWMENT FUNDS - continued

Interpretation of the Relevant Law - continued

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 exf)ected total return from income and the appreciation of investments
6) Other resources of the organization

7) The investment policies of the organization.

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 seeking 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 return of approximately 5 percent annually net of inflation and
administrative costs. Actual returns in any given year may vary from this amount.

Strategies Employed 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. Other asset classes are included to provide
diversification (e.g. international equities) and incremental return (e.g. small cap equities).
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WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30, 2016 and 2015

NOTE 13 - ENDOWMENT FUNDS - continued

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. Actual appropriation for distribution for 2016
and 2015 were less than 5% primarily due to the number of funds having a current balance that is
less than historic gift value. Poor investment returns in fiscal years 2008, 2009, 2011, and 2015
caused the decline in fund balances. 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 the
general inflation rate of 2.5%. 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.

In September 2016, the Foundation revised its spending policy. The revised policy states that the
Foundation shall support the Foundation’s charitable pursuits by annually distributing an amount
equal to 4% of the endowment fund’s average market value over the prior 20 quarters. This 20
quarter average smooths out the payouts based on a more volatile, growth-oriented portfolio. This
policy may be revised from time to time by the board of directors.

The composition of and changes in endowment net assets as of and for the year ended September
30, 2016 are as follows:

Donor-Restricted

Board Designated Endowment Funds
Endowment Funds Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
Endowment net assets,
October 1, 2015 $ 36,511,930 $ 79,328 $ 2,612,491 $ 39,203,749
Investment returns:
Investment income 393,160 8,870 - 402,030
Net appreciation (realized
and unrealized) 3,228,168 62,484 - 3,290,652
Total investment returns 3,621,328 71,354 - 3,692,682
Contributions 2,581,868 - - 2,581,868
Appropriation of endowment
assets for expenditure (1.502,135) (1,322) - (1,503.457)
Endowment net assets,
September 30, 2016 $ 41,212,991 $ 149360 $ 2.61249]1 § 43.974.842
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WABASH VALLEY COMMUNITY FOUNDATION, INC.
Notes to Financial Statements - Continued

September 30,2016 and 2015

NOTE 13 - ENDOWMENT FUNDS - continued

The composition of and changes in endowment net assets as of and for the year ended September
30, 2015 are as follows:

Donor-Restricted

Board Designated Endowment Funds

Endowment Funds Temporarily ~ Permanently
Unrestricted Restricted Restricted Total
Endowment net assets,
October 1, 2014 $ 38,013,282 $ 247,800 $ 2,612,491 § 40,873,573
Investment returns:
Investment income 376,298 33,269 - 409,567
Net appreciation (realized
and unrealized) (3.316,727) (152,643) = (3.469.370)
Total investment returns (2,940,429) (119,374) - (3.059,803)
Contributions 2,786,088 < = 2,786,088
Appropriation of endowment
assets for expenditure (1.347.011) (49.098) - (1.396.109)
Endowment net assets,
September 30, 2015 $ 36,511.930 $ 79328 $ 2612491 $ 39,203,749

Funds with Deficiencies

From time to time, the fair value of assets associated with permanently restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Foundation to retain as a
fund of perpetual duration. A deficiency exists when the fund balance of a permanently
restricted fund falls below the historic principal value of the fund. These deficiencies may result
from unfavorable market fluctuations and continued appropriation for programs as deemed
prudent by the Board of Directors. Deficiencies and recoveries of permanently restricted funds
are as follows:

Permanently restricted fund (deficiencies) at 9/30/14 $ -
(Deficiencies) and recoveries during the year (76.965
Permanently restricted fund (deficiencies) at 9/30/15 (76,965)
(Deficiencies) and recoveries during the year 63,128
Permanently restricted fund (deficiencies) at 9/30/16 $ (13.837)

18



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

September 30, 2016 and 2015

NOTE 14 - BENEFICIAL INTEREST TRUSTS

The Foundation has a remainder interest in eight charitable remainder trusts. A charitable
remainder trust provides distributions to various designated beneficiaries over the term of the trust
(usually the designated beneficiary’s lifetime). At the end of the trusts’ 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 thirty-one wills. The potential
bequests are not included in the financial statements since the bequests are revocable at the
discretion of the grantors.

NOTE 15 - TRUSTEESHIPS

During the years ended September 30, 2016 and 2015, the Foundation acted as trustee for three
trusts. The total fair market value of these trusts at September 30, 2016 and 2015 was $451,137
and $319,185, respectively.

NOTE 16 - CONCENTRATIONS

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

During the year ended September 30, 2016, the Foundation received a contribution of $668,413
from one donor. The donors’ total contribution represented 22% of the total contributions received.

During the year ended September 30, 2015, the Foundation received contributions of $1,331,587
from one donor. The donors’ total contributions represented 43% of the total contributions the
Foundation received during the year.

NOTE 17 - 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.

NOTE 18 - LIMITED LIABILITY COMPANY

The Foundation is the single member of an Indiana limited liability company called Wabash Valley
Holdings, LLC. The purpose of the LLC is to hold real estate that may be donated to the
Foundation until it may be sold. There was no activity in the LLC for the years ended September
30,2016 and 2015.
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