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J

ACOBSON JARVIS

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

October 28, 2020

Board of Directors
Community Foundation of Snohomish County
Everett, Washington

We have audited the accompanying financial statements of Community Foundation of Snohomish
County (a nonprofit corporation), which comprise the statement of financial position as of December
31, 2019, and the related statements of activities, functional expenses and cash flows for the year 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 accounting principles generally accepted in the United States of America; this
includes 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.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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.
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Opinion

In our opinion, the financial statements referred to in the first paragraph of this letter present fairly, in
all material respects, the financial position of Community Foundation of Snohomish County as of
December 31, 2019, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

The financial statements for Community Foundation of Snohomish County as of December 31, 2018
and for the year then ended before restatement were audited by other auditors. Those auditors expressed
an unmodified opinion on those financial statements in their report dated September 23, 2019. We have
audited the adjustment described in Note J that was applied to restate the 2018 financial statements. In
our opinion, such adjustment was appropriate and has been properly applied.
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Jacobson Jarvis & Co, PLLC

JACOBSON JARVI!

CERTIFIED PUBLIC ACCOUNTANT



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019 AND 2018

ASSETS As Restated
2019 2018
Current Assets
Cash and cash equivalents $ 4,788,435 $ 2,722,164
Investments 9,706,177 6,989,768
Investments held for others 3,255,795 2,775,088
Prepaids and deposits - 2,434
Total Current Assets 17,750,407 12,489,454
Loan Receivable 600,000 600,000
Assets Held in Trust 327,117 1,056,770
Life Insurance Cash Surrender Value 410,283 423,021
Endowment Investments 13,763,368 11,388,378
Property and Equipment, net 370,277 384,989
$ 33,221,452 $26,342,612
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable S 1,000 $ 2,437
Accrued payroll liabilities 17,142 17,142
Deferred revenue 14,500 285,000
Grants payable 76,851 -
Funds held for others 3,255,795 2,775,088
Total Current Liabilities 3,365,288 3,079,667
Net Assets
Without donor restriction
Undesignated 15,024,514 9,944,198
Board designated capital reserve 133,597 53,126
Board designated endowment 183,697 201,073
Total Without Donor Restriction 15,341,808 10,198,397
With donor restriction 14,514,356 13,064,548
Total Net Assets 29,856,164 23,262,945
$ 33,221,452 $26,342,612

See notes to financial statements. 4



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2019 AND 2018

Public Support
Contributions
Fundraising events

Revenue
Interest return
Rental income
Administrative fees

Net Assets Released from Restrictions

Satisfaction of purpose restriction

Total Public Support

Total Revenue

Total Public Support, Revenue, and Other Support

Expenses
Program services
Management and general
Fundraising

Net Assets - Beginning of Year

Net Asset - End of Year

See notes to financial statements.

Total Expenses

Total Change in Net Assets

2019 2018 - As Restated
Without Donor  With Donor Without Donor  With Donor
Restrictions Restrictions Total Restrictions Restrictions Total

$ 11,617,179 $ 1,029,441 12,646,620 614,038 $ 1,687,889 $ 2,301,927
33,745 - 33,745 34,837 - 34,837
11,650,924 1,029,441 12,680,365 648,875 1,687,889 2,336,764
1,661,366 2,094,329 3,755,695 (386,8006) (491,927) (878,733)
31,383 31,383 25,650 25,650
414,347 414,347 390,283 390,283
2,107,096 2,094,329 4,201,425 29,127 (491,927) (462,800)
1,673,962 (1,673,962) - 1,219,375 (1,219,375) -
15,431,982 1,449,808 16,881,790 1,897,377 (23,413) 1,873,964
10,001,374 10,001,374 2,696,762 2,696,762
202,061 202,061 95,718 95,718
85,136 - 85,136 46,577 - 46,577
10,288,571 10,288,571 2,839,057 2,839,057
5,143,411 1,449,808 6,593,219 (941,680) (23,413) (965,093)
10,198,397 13,064,548 23,262,945 11,140,077 13,087,961 24,228,038

$ 15,341,808 $ 14,514,356 $ 29,856,164 $ 10,198,397 $ 13,064,548 $ 23,262,945




COMMUNITY FOUNDATION OF SNOHOMISH COUNTY

STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED DECEMBER 31, 2019 AND 2018

Grants and scholarships
Salaries and wages
Administrative fees
Building expenses
Professional services
Payroll benefits and taxes
Training and development
Office expenses

CRUT payouts
Depreciation

Marketing

2019 2018
Program Program Management Management
Services Services Program and Program and
Operations  Casino Road Services General Fundraising Total Services General Fundraising Total
$ 8,990,336 $ - $ 8,990,336 $ -3 - $ 8,990,336 $ 1,673,991 $ - 8 - $ 1,673,991
172,557 114,919 287,476 136,176 76,768 500,420 360,183 39,533 39,533 439,249
410,918 - 410,918 - - 410,918 388,987 - - 388,987
23,845 60,878 84,723 28,242 - 112,965 21,016 7,005 - 28,021
35,963 25,500 61,463 20,486 - 81,949 99,340 33,113 - 132,453
39,180 12,629 51,809 5,687 5,686 63,182 45,868 5,034 5,034 55,936
36,883 14,950 51,833 2,702 - 54,535 42,264 2,224 - 44,488
18,292 6,465 24,757 2,682 2,682 30,121 18,315 2,010 2,010 22,335
19,800 - 19,800 - - 19,800 26,400 - - 26,400
13,351 - 13,351 4,450 - 17,801 12,160 4,053 - 16,213
4,908 - 4,908 1,636 - 6,544 8,238 2,746 - 10,984
$ 235,341 $10,001,374 $§ 202,061 $ 85,136 $10,288,571 $ 2,696,762 $ 95,718 $ 46,577 § 2,839,057

Total Expenses $ 9,766,033

See notes to financial statements.




COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2019 AND 2018

2019 2018
Cash Flows from Operating Activities
Cash received from:
Donors $ 13,159,935 $ 2,546,918
Investment 49,235 -
Other revenue 445,730 415,933
Cash paid for:
Personnel (563,602) (487,681)
Grants and scholarships (8,913,485) (1,673,991)
Services and supplies (782,597) (754,925)
Net Cash Provided by Operating Activities 3,395,216 46,254
Cash Flows from Investing Activities
Purchases of investments 12,367,271 340,529
Proceeds from sale of investments (13,693,127) -
Issuance of note receivable - (300,000)
Purchases of property and equipment (3,089) -
Net Cash (Used) Provided by Investing Activities (1,328,945) 40,529
Changes in Cash and Cash Equivalents 2,066,271 86,783
Cash and Cash Equivalents - beginning of year 2,722,164 2,635,381
Cash and Cash Equivalents - end of year $ 4,788,435 $ 2,722,164

See notes to financial statements. 7



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

The Community Foundation of Snohomish County (the Foundation) is organized as a nonprofit tax-
exempt corporation under the laws of the State of Washington. As a community foundation, it serves
donors across the full spectrum of philanthropy including arts and culture, health and welfare,
education, human services, environment, and community.

The mission of the Foundation is to strengthen communities in greater Everett and Snohomish County
by:

o Building permanent charitable funds,

e Connecting donors to charitable causes they care about,
e Making effective grants, and

e Providing leadership to address community issues.

Adoption of new accounting pronouncement

FASB Accounting Standards Codification Topic 606, Revenue from Contracts with Customers, as
amended, supersedes or replaces nearly all GAAP revenue recognition guidance. These standards
establish a new contract and control-based revenue recognition model, change the basis for deciding
when revenue is recognized over time or at a point in time, and expand disclosures about revenue.
The Foundation has implemented Topic 606 and has adjusted the presentation in these financial
statements accordingly. The amendments have been applied retrospectively to all periods presented.
Analysis of various provisions of this standard resulted in no significant changes in the way the
Foundation recognizes revenue from contracts with customers, and therefore no changes to the
previously issued audited financial statements were required on a retrospective basis.

In June 2018, FASB issued ASU 2018-08, Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made. This standard assists entities in evaluating whether
transactions should be accounted for as contributions or exchange transactions and determining
whether a contribution is conditional. The Foundation has implemented the provisions of ASU 2018-
08 applicable to both contributions received and to contributions made in the accompanying financial
statements under a modified prospective basis.

Basis of presentation
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or
grantor imposed restrictions. Accordingly, net assets and changes therein are classified and reported
as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions.



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
The Board of Directors has designated otherwise unrestricted net assets to act as a capital reserve in
anticipation of future capital replacements and improvements. Capital reserves are intended for large
planned or emergency capital needs. A separate capital reserve fund was established in 2011 and is
increased periodically with board approval in anticipation of future capital replacements and
improvements. The board designated capital reserve balance as December 31, 2019 and 2018 was
$133,597 and $53,126, respectively.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be met
by the passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity. Net assets
with donor restrictions are as follows as of December 31 are as follows:

2019 2018
Subject to expenditure for specific purpose:
Non-endowed grant making funds $ 197,285 $ 397,452
Endowments:
Subject to Foundation endowment spending policy and
appropriation:
Donor-advised endowment funds 4,117,281 3,596,362
General endowment funds 7,227,459 5,509,180
Community impact endowment funds 1,118,772 1,097,271
Field of interest endowment funds 158,201 149,530
Scholarship endowment funds 957,958 834,962

13,579,671 11,187,305

Subject to Foundation endowment spending policy and

appropriation:
Life Insurance 410,283 423,021
Assets held in trust 327,117 1,056,770

$ 14,514,356 § 13,064,548

The Foundation’s grant distribution goal is to provide a consistent and stable flow of grants. The
annual grant expenditure allowed will be four percent of the fund balances, unless otherwise stated in
the fund agreement. The allocation is made in January based upon the average of the prior three year-
end fund balances. A minimum of $500 can be distributed in annual grants from funds that have
achieved a minimum balance of $25,000 and have achieved four quarters of earnings.



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
Administrative fees are charged quarterly to individual funds at rates established in the donor fund
agreements. These fees are reported as reclassifications between the applicable net asset classes at the
time they are charged to donor funds.

Contributions are reported as increases in net assets without donor restrictions unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net
assets without donor restrictions. Gains and losses on investments and other assets or liabilities are
reported as increases or decreases in net assets without donor restrictions unless their use is restricted
by explicit donor stipulation or by law. Expirations of net assets with donor restrictions (i.e., the
donor-stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported
as reclassifications between the applicable classes of net assets.

Income taxes
The Internal Revenue Service has recognized Community Foundation of Snohomish County as
exempt from federal income taxes under provision of Section 501(a) of the Internal Revenue Code as
an entity described in Section 501(c)(3) and not as a private foundation.

Use of estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosures 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.

Cash
For the purpose of reporting cash flows, the Foundation considers all cash accounts which are not
subject to withdrawal restrictions or penalties, and all highly liquid debt instruments purchased with
an original maturity of three months or less, to be cash equivalents. The Foundation maintains its
cash and cash equivalents in bank accounts that may exceed federally insured limits at times during
the year. The Foundation has not experienced any losses in these accounts, and management does not
believe it is exposed to any significant credit risk.

Fair value measurements
In accordance with financial accounting standards, a three-tiered hierarchy of input levels is used for
measuring fair value. Financial accounting standards defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Valuation techniques utilized to determine fair value are
consistently applied. Transfers between levels in the fair value hierarchy are recognized at the end of
the reporting period. The three tiers of inputs used for fair value measurements are as follows:

Level 1: Fair values are based on quoted prices in active markets for identical assets and liabilities.

10



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Level 2: Fair values are based on observable inputs that include: quoted market prices for similar
assets or liabilities; quoted market prices that are not in an active market; or other inputs that are
observable in the market and can be corroborated by observable market data for substantially the full
term of the assets.

Level 3: Fair values are calculated by the use of pricing models and/or discounted cash flow
methodologies, and may require significant management judgment or estimation. These
methodologies may result in a significant portion of the fair value being derived from unobservable
data.

Investments

Investments are reported at their fair values in the statement of financial position. Market risk could
occur and is dependent on the future changes in market prices of the various investments held.
Investment returns are allocated between funds in the investment pool, which include endowment
funds and funds with donor restrictions based upon allowed uses.

Property and equipment

Property and equipment are stated at cost or, if donated, at fair value at date of donation. Property
and equipment with an original cost of $1,000 or greater are capitalized. Depreciation is provided
using the straight-line method over the estimated useful lives of the assets, principally two to seven
years. Property and equipment consist of the following:

2019 2018
Building and improvements $ 350,128 $ 350,128
Furniture and equipment 63,122 60,034
413,250 410,162
Less accumulated depreciation (194,173) (176,373)
219,077 233,789
Land 151,200 151,200

$ 370,277 $ 384,989

Support and revenue recognition

The Foundation recognizes contributions when cash, securities or other assets, an unconditional
promise to give, or notification of a beneficial interest is received. Conditional promises to give, that
is, those with a measurable performance or other barrier, and a right of return, are not recognized
until the conditions on which they depend have been met. As of December 31, 2019 conditional
contributions and grants for which no amounts had been received in advance totaling $210,000 have
not been recognized in the accompanying financial statements.

11



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE A - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
The Foundation recognizes revenue from space rentals in the period in which the space is occupied.
The Foundation records special events revenue equal to the cost of direct benefits to donors, and
contribution revenue for the difference.

Volunteer Services
The efforts of volunteer workers are not reflected in the accompanying financial statement; however,
many volunteers have donated significant amounts of their time to the Foundation. The in-kind value
of labor donated is not recognized as revenue because its value is not readily determinable.

Grants
Grants are approved by the Board of Directors of the Foundation in accordance with respective by-
laws and guidelines. Grants are recorded in the financial statements when approved.

Functional allocation of expenses
The costs of providing the various programs and other activities have been summarized on a
functional basis in the consolidated statements of activities and of functional expenses. Where
possible, specific expenses have been charged directly to the appropriate category. When functions
are shared or costs are intermingled, expenses are allocated based on employee counts (such as
facilities and portions of IT costs) or estimated percentage of effort.

Advertising
The Foundation’s policy is to expense advertising costs as they are incurred.

Reclassification
Certain accounts in the 2018 financial statements have been reclassified for comparative purposes to
conform with the presentation in the current year financial statements. These reclassifications had no
effect on the net assets or change in net assets as of or for the year ended December 31, 2018.

NOTE B - LIQUIDITY
The Foundation manages it’s cash to meet general expenditures and grants following three guiding
principles:

e Operating within a prudent range of financial soundness and stability;

¢ Maintaining adequate liquid assets; and

¢ Maintaining sufficient reserves to provide reasonable assurance that obligations under endowments
with donor restrictions and quasi-endowments that support mission fulfillment will continue to be
met, ensuring the sustainability of the Foundation.

General expenditures include management and general expenses, fundraising expenses and some
program expenses.

12



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE B - LIQUIDITY (Continued)

Administrative fees provide an ongoing source of income for general operations and programs. Fees are
assessed on funds quarterly, based on fund balance and/or activity. Administrative fees of $414,347
were charged to funds for the year ended December 31, 2019.

The Foundation manages its cash available for grant purposes by examining the purpose for which the
fund was established and whether the fund is endowed or not. Endowed funds are generally invested in
the Foundation’s Investment Pool. The amount available for granting is calculated annually according
to the Foundation’s spending policy. In order to protect the principal value of an endowment, no grant
distributions are made that will cause the spendable balance to fall below zero.

Financial assets available for general expenditure, that is, without donor or other restriction limiting
their use, within one year of the statement of financial position date comprise the following:

2019 2018

Total financial assets $32,851,175 $ 25,955,189
Less amounts not available to be used within one year:

Loan Receivable (600,000) (600,000)

Assets held in trust (327,117) (1,056,770)

Life Insurance Cash Surrender Value (410,283) (423,021)

Board designated capital reserve (133,597) (53,126)

Donor restricted funds (197,285) (397,452)

Endowment investments (13,763,368)  (11,388,378)

Financial assets available to meet cash needs
for general expenditures within one year $ 17,419,525 § 12,036,442

NOTE C - FAIR VALUE MEASUREMENTS
Fair value of assets measured on a recurring basis (at least annually) is as follows as of December 31,
2019:

Level 1 Level 2 Level 3 Total
Money market funds $ 4,470,077 $ - $ - $ 4,470,077
Stocks and mutual funds 18,600,859 - - 18,600,859
Fixed income funds 3,654,404 - - 3,654,404
$26,725,340 $ -9 - $26,725,340

13



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE C - FAIR VALUE MEASUREMENTS (Continued)
Fair value of assets measured on a recurring basis (at least annually) is as follows as of December 31,
2018:

Level 1 Level 2 Level 3 Total
Money market funds $ 505,720 $ -3 - $ 505,720
Stocks and mutual funds 14,951,329 - - 14,951,329
Fixed income funds 5,696,185 - - 5,696,185
$21,153,234 $ -3 - $21,153,234

Assets and liabilities carried at fair value on a nonrecurring basis using level 2 inputs generally include
donated goods, facilities and services. Long-term promises to give are valued on a nonrecurring basis
using the net present value of future cash flows discounted at a risk-free rate of return which is a level 3
input. The Foundation also uses fair value concepts to test various long-lived assets for impairment.

NOTE D - ASSETS HELD IN TRUST

In 2002, a donor established a trust with a local bank naming the Foundation as beneficiary in a
charitable remainder trust. The receivable for the split-interest agreement was carried at fair value,
which the Foundation estimated based on the present value of its expected future cash flows. Based on
the donor’s life expectancy and a 4% discount rate the fair value of the Foundation’s interest in the trust
was estimated to be $750,070 at December 31, 2018. The pledge was realized in 2019 in the amount of
$949,479.

In 2010, the Foundation became the beneficiary of an additional charitable remainder trust. Under the
terms of this split-interest agreement, the Foundation is to receive the full balance of the trust upon the
death of the donor. The receivable for the split-interest agreement is carried at fair value based on
quoted prices in the active market, which was $327,117 and $306,700, respectively, as of December 31,
2019 and 2018.

NOTE E - IMPACT INVESTING NOTES RECEIVABLE

During 2016, the Foundation loaned HopeWorks Social Enterprises (the Company) $300,000 and in
2018, an additional $300,000 for Phase II. The Company purchased property and an adjacent lot to be
used to house at least three of the social enterprises developed and owned by the Company. This loan
will help to payback the loans that are owed to the bank, another organization, and do repairs on the
property. Interest is paid annually at 2% for the first 3 years, 3% afterwards. The loan is due in five
years. The loan is secured by the property.

14



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE F - LIFE INSURANCE CASH SURRENDER VALUE
In 2002, the Foundation became beneficiary of a $2,000,000 life insurance policy. The premiums are
paid by the donor by making a contribution to the Foundation in the same amount as the premium. For
2018, the life insurance policy was changed to a non-bill status.

NOTE G - FUNDS HELD FOR OTHERS

The Foundation holds assets under agency fund agreements for the benefit of fifteen unrelated nonprofit
organizations. These funds may be distributed to the respective beneficiaries upon their request, and as
such, are included in current liabilities in the Foundation’s statements of financial position.

NOTE H - ENDOWMENT

The Foundation’s endowment consists of 151 individual funds established for a variety of purposes. The
Foundation’s Board has designated net assets with donor restrictions for various purposes to aid in the
management of the Foundation’s resources and to satisfy certain board objectives. The endowment
includes both donor-restricted endowment funds and funds designated by the Board of Directors to
function as endowments.

As required by generally accepted accounting principles (GAAP), net assets associated with endowment
funds are classified and reported based on the existence or absence of donor imposed restrictions.

Interpretation of Relevant Law

The State of Washington enacted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) in 2009. The Board of directors and management of the Foundation have determined
that requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment absent explicit donor stipulations to the contrary is appropriate. The
Foundation classifies net assets with donor restrictions as (a) the original value of gifts donated to the
endowment with donor restrictions, and (b) the original value of subsequent gifts to the endowment
with donor restrictions. The Foundation maintains an ongoing relationship with its donors and, with
donor permission, allows appropriation of endowment funds in accordance with the Foundation’s
grant policy.

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 programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the Foundation must hold in perpetuity or for a donor-specified period.

15



COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE H - ENDOWMENT (continued)
Under this policy, as approved by the Board of Directors, the endowment assets are invested in a
manner that is intended to produce results that approximate the price and yield results of the S&P
500 and other relative indexes while assuming an overall moderate level of investment risk. The
Foundation expects its endowment funds, over time, to provide an average rate of return of
approximately five to seven percent annually. Actual returns in any given year may vary from this
amount.

Strategies for Achieving Objectives
To satisfy its long-tem rate-of-return objective, 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). The Foundation targets a diversified asset allocation to achieve
its long-term return objectives within prudent risk constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy
The primary investment objective of the Foundation is to earn through a combination of appreciation
and income annual return net of fees of 6-8%. This return should cover the spending rate of the
Foundation plus administrative fees plus the inflation rate as measured by the consumer price index.

Change in Endowment Net Assets for the Year Ended December 31, 2019:

Without
Donor With Donor
Restriction Restriction Total
Endowment Funds, beginning of year $ 201,073 $ 11,187,305 $ 11,388,378
Contributions 48,422 1,678,226 1,726,648
Investment return 64,370 2,019,012 2,083,382
Appropriation of endowment assets
for expenditure (130,168) (1,304,872)  (1,435,040)
Endowment Funds, end of year $ 183,697 $ 13,579,671 $ 13,763,368
Change in Endowment Net Assets for the Year Ended December 31, 2018:
Without
Donor With Donor
Restriction Restriction Total
Endowment Funds, beginning of year $ 237,772 $ 10,997,437 $ 11,235,209
Contributions 30,950 1,372,282 1,403,232
Investment return (239) (387,744) (387,983)
Appropriation of endowment assets
for expenditure (67,410) (794,670) (862,080)
Endowment Funds, end of year $ 201,073 $ 11,187,305 $ 11,388,378
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COMMUNITY FOUNDATION OF SNOHOMISH COUNTY
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2019 and 2018

NOTE I - RETIREMENT PLAN

The Foundation sponsors a 403(b) retirement plan covering all employees and provides a 5% matching
provision. During the years ended December 31, 2019 and 2018, the Foundation contributed $22,833
and $21,415, respectively, to the retirement plan for eligible employees.

NOTE J - PRIOR PERIOD RESTATEMENT

The Foundation has determined that, in 2016, an error was made in that a donor advised fund was
improperly reported as an endowed fund. The prior year financial statements have been restated to
correct this error as follows:

As Originally

Presented Restatement ~ As Restated

Without Donor Restrictions

Investment returns $ 61,243 $  (448,049) $ (386,806)

Net assets released from restrictions $ 1,822,471 $ (603,096) $ 1,219,375

Net assets, Beginning of year $ 794,443 $ 10,345,634 $ 11,140,077

Net assets, End of year $ 803,648 $ 9,394,749 $ 10,198,397
With Donor Restrictions

Investment returns $ (839,716) $ 347,789 $  (491,927)

Net assets released from restrictions $ (1,822,471) $ 603,096 $ (1,219,375)

Net assets, Beginning of year $23,433,595 $(10,345,634) $ 13,087,961

Net assets, End of year $22,459,297 $ (9,394,749) $ 13,064,548

NOTE K - SUBSEQUENT EVENTS

Management has evaluated events occurring subsequent to December 31, 2019 through October 28,
2020, which is the date the financial statements were available to be issued and has recognized in the
financial statements the effects of all subsequent events that provide additional evidence about conditions
that existed at December 31, 2019, including the estimates inherent in the processing of financial
statements.

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-
19) as a pandemic which continues to spread throughout the United States. The United States and global
markets experienced significant declines in value resulting from uncertainty caused by the pandemic.

The Foundation is closely monitoring the investment portfolio and liquidity and is actively working to
minimize the impact of these declines. The financial statements do not include adjustments to fair value
that have resulted from these declines. The Foundation has obtained a Paycheck Protection Program
loan in the amount of $98,132 as part of its response plan. The financial statements presented herein do
not include any adjustments that might result from the outcome of this uncertainty.
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