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RASMUSSEN + TELLER + CARON

CERTIFIED PUBLIC ACCOUNTANTS & TRUSTED ADVISORS

July 8, 2025
INDEPENDENT AUDITORS' REPORT

To the Board of Directors of

Petoskey-Harbor Springs Area Community Foundation:
Opinion

We have audited the accompanying financial statements of Petoskey-Harbor Springs Area
Community Foundation (a nonprofit corporation), which comprise the statement of financial position
as of March 31, 2025, and the related statements of activities, functional expenses and cash flows
for the year then ended, and the related notes to the financial statements.

In our opinion the financial statements referred to above present fairly, in all material respects, the
financial position of Petoskey-Harbor Springs Area Community Foundation as of March 31, 2025,
and the changes in its net assets, functional expenses and its cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the Auditors'
Responsibilities for the Audit of the Financial Statements section of our report. We are required to
be independent of Petoskey-Harbor Springs Area Community Foundation and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management 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, and
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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Petoskey-
Harbor Springs Area Community Foundation’s ability to continue as a going concern within one
year after the date that the financial statements are available to be issued.
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To the Board of Directors
July 8, 2025

Auditors’ Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 Petoskey-Harbor Springs Area Community Foundation's
internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about Petoskey-Harbor Springs Area Community
Foundation's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited the Petoskey-Harbor Springs Area Community Foundation's 2024
financial statements, and we expressed an unmodified audit opinion on those audited financial
statements in our report dated July 8, 2024. In our opinion, the summarized comparative information
presented herein as of and for the year ended March 31, 2024, is consistent, in all material respects,
with the audited financial statements from which it has been derived.

Rasmussen, Teller ¥ Carens, P.C.



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION

STATEMENT OF FINANCIAL POSITION
March 31, 2025
(with comparative totals for March 31, 2024)

ASSETS
2025 2024
Cash and cash equivalents 3 6,392,085 7,120,766
Certificates of deposit 609,792 578,681
Investments 54,095,120 52,301,972
Contributions receivable 253,779 863,654
Program related investment receivable, net of discount 427,729 121,919
Prepaid expenses 27,030 19,125
Right-of-use asset - operating lease 169,369 208,048
Furniture and equipment, net of accumulated depreciation
of $40,724 and $42,584 in 2025 and 2024, respectively 10,725 11,900
Total assets 3 61,985,629 61,226,065
LIABILITIES AND NET ASSETS
LIABILITIES:
Accounts payable 3 - 344
Grants payable 2,183,764 2,162,916
Unearned grant 86,735 -
Lease liability 170,497 208,612
Charitable gift annuities 129,732 88,201
Funds held as agency endowments 9,752,622 11,059,982
Total liabilities 12,323,350 13,520,055
NET ASSETS:
Without donor restrictions:
Undesignated 18,809,404 17,004,144
Board designated - other 2,696,363 3,040,424
Board designated - endowment 6,853,580 6,581,503
Total net assets without donor restrictions 28,359,347 26,626,071
With donor restrictions:
Restricted by time 253,264 863,448
Restricted in perpetuity - endowment 21,049,668 20,216,491
Total net assets with donor restrictions 21,302,932 21,079,939
Total net assets 49,662,279 47,706,010
Total liabilities and net assets 3 61,985,629 61,226,065

The accompanying notes are a part of the financial statements.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION

STATEMENT OF ACTIVITIES
for the year ended March 31, 2025
(with comparative totals for the year ended March 31, 2024)

REVENUE, GAINS, AND OTHER SUPPORT:
Contributions
Program related investment income
Investment return, net
Remeasurement of charitable gift annuities
Agency endowments administration fees
Loss on asset disposition
Net revenue, gains, and other support

associated with agency endowments

Net assets released from restriction

Total revenue, gains, and other support

EXPENSES:

Program services:
Grants
Operating expenses

Supporting services:
General and administrative
Fundraising

Grants related to agency endowments

Total expenses

Change in net assets

NET ASSETS, Beginning of year
NET ASSETS, End of year

2025 2024
Without Donor With Donor
Restrictions Restrictions Total Total

$ 5,199,173 833,177 % 6,032,350 $ 6,685,955
7,310 - 7,310 7,185
2,471,710 - 2,471,710 8,273,144
(11,277) - (11,277) (13,672)
61,094 - 61,094 49,679

(46) - (46) -
(498,898) - (498,898) (1,864,458)
610,184 (610,184) - -
7,839,250 222,993 8,062,243 13,137,833
7,069,014 - 7,069,014 8,368,532
123,020 - 123,020 85,161
469,040 - 469,040 562,461
190,064 - 190,064 150,105
(1,745,164) - (1,745,164) (382,876)
6,105,974 - 6,105,974 8,783,383
1,733,276 222,993 1,956,269 4,354,450
26,626,071 21,079,939 47,706,010 43,351,560
$28,359,347 21,302,932  $49,662,279  $47,706,010

The accompanying notes are a part of the financial statements.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION

Grant expense
Salaries and wages
Payroll taxes
Employee benetits

Professional fees
Computer and website
Printing and publishing
Occupancy

Telephone

Certification of Fundraising
Management course fees

Office expenses

Bank service fees

YAC expenses

Architectural costs

Interest

Property tax

Insurance

Meetings and education
Travel

Public relations

Depreciation

Total

STATEMENT OF FUNCTIONAL EXPENSES

for the year ended March 31, 2025
(with comparative totals for the year ended March 31, 2024)

Program Services

Supporting Services

General and Totals
Grants Operating  Administrative Fundraising 2025 2024

$ 7,005,749 3 -3 - 9% - $ 7,005,749 $ 8,154,885
- 91,850 202,544 121,600 415,994 383,615

- 7,027 17,465 9,302 33,794 31,813

- 14,289 45,547 19,014 78,850 78,417

- - 13,103 - 13,103 14,993

- - 52,186 - 52,186 60,546

- - 165 12,424 12,589 10,929

- - 70,501 - 70,501 86,642

- - 3,877 - 3,877 3,812

63,265 - - - 63,265 -

- - 29,536 6,924 36,460 37,498

- - 2,726 - 2,726 5,225

- 5,695 - - 5,695 7,007

- - - - - 213,647

- - - - - 4,642

- - - - - 11,740

- - 5,843 - 5,843 5,868

- 3,016 22,295 11,505 36,816 40,599

- 1,143 2,123 3,606 6,872 6,115

- - - 5,689 5,689 6,386

- - 1,129 - 1,129 1,880

$ 7,069,014 $ 123,020 $ 469,040 $ 190,064 $ 7,851,138 $ 9,166,259

The accompanying notes are a part of the financial statements.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION

STATEMENT OF CASH FLOWS
for the year ended March 31, 2025

(with comparative totals for the year ended March 31, 2024)

2025 2024
CASHFLOWS FROM OPERATING ACTIVITIES:
Change in net assets 3 1,956,269 3 4,354,450
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Depreciation 1,129 1,880
Loss on asset disposition, including Grant in-kind 46 452,313
Net unrealized and realized (gain) loss on investments 754,076 (5,288,740)
Changes in assets and liabilities:
Contributions receivable 609,875 1,179,459
Prepaid expenses (7,905) 3,000
Program related investment receivable (305,810) (5,810)
Right-of-use asset - operating lease 38,679 (208,048)
Accounts payable (344) 344
Grants payable 20,848 (11,016)
Lease liability (38,119) 208,612
Charitable gift annuities 41,531 (3,853)
Unearned grant 86,735 -
Funds held as agency endowments (1,307,360) 1,431,903
Net cash provided by operating activities 1,849,654 2,119,494
CASHFLOWS FROM INVESTING ACTIVITIES:
Certificate of deposit maturities 676,784 468,216
Certificate of deposit purchases (707,895) (476,194)
Purchases of investments (8,047,224) (4,265,449)
Proceeds from sale of investments 500,000 4,546,735
Net cash provided by (used in) investing activities (2,578,339) 273,308
CASHFLOWS FROM FINANCING ACTIVITIES:
Program related investment loan - 250,000
Repayment of program related investment loan - (250,000)
Net cash provided by financing activities - -
CHANGE IN CASH AND CASH EQUIVALENTS (728,681) 2,392,802
BEGINNING CASH AND CASH EQUIVALENTS 7,120,766 4,727,964
ENDING CASH AND CASH EQUIVALENTS 3 6,392,085 3 7,120,766
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid 3 - 3 4,642
Grant in-kind $ - $ 452,313

The accompanying notes are a part of the financial statements.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Activities

The Petoskey-Harbor Springs Area Community Foundation (the Foundation), a Michigan nonprofit
corporation, was incorporated December 20, 1991. The purpose of the Foundation is to operate a
collection of funds, including endowment funds, to support charitable organizations and activities
in the Petoskey-Harbor Springs and the Northwestern Michigan area.

Operations of the Foundation are conducted through a Board of Directors.

Basis of Presentation

The Foundation's financial statements have been prepared on the accrual basis of accounting,
which recognizes revenue and support when earned and expenses when incurred in accordance
with accounting principles generally accepted in the United States of America (U.S. GAAP).

Cash and Cash Equivalents

Cash and cash equivalents includes all cash and other highly liquid investments with initial
maturities of three months or less.

Investments

Investments are stated at fair value. Investments received as donations are recorded at fair value
on the date of the receipt. Net investment return or loss is included in the statement of activities and
consists of interest and dividend income, realized and unrealized gains and losses, less investment
expenses.

Furniture and Equipment

Furniture and equipment are carried at cost. They are being depreciated over their estimated
useful lives using the straight-line or an accelerated method defined in the Internal Revenue Code.
Depreciation expense was $1,129 for the year ended March 31, 2025.

Funds Held as Agency Endowments

Other nonprofit organizations establish endowment funds with the Foundation for the benefit of the
creating organization. The endowment portion of the fund plus any accumulated income is
accounted for as a liability in accordance with generally accepted accounting principles. The
fund’s income may be spent at the discretion of the creating organization. Any expenditure of the
endowment portion of the fund is subject to the variance powers vested in the Foundation's Board.

Revenue Recognition:

Charitable Gift Annuities

A charitable gift annuity is a contract between the Foundation and a donor in which the Foundation
agrees to pay the donor (or other person named by the donor) a lifetime annuity in return for the
gift. Contribution revenue is recorded upon execution of an annuity contract at an amount less the
present value of estimated future payments to the annuity’s beneficiary. The present value of these
future payments is recorded as a liability. Each year, the liability is re-measured, and changes in
the liability due to factors other than cash payments, such as changing life expectancies and
interest rates, are recorded as an increase or a decrease to revenue, gains, and other support.
The discount factor ranged from 2.5 to 8.7 at 5.4 percent interest rate as of March 31, 2025.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued):

Revenue Recognition (Continued):

Contributions

Contributions of cash and other assets received without donor stipulations are reported as revenue
and net assets without donor restriction. Contributions received with a donor stipulation that limits
their use are reported as revenue and net assets with donor restrictions. When a donor stipulated
time restriction ends or purpose restriction is accomplished, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statement of activities as
net assets released from restrictions.

Unconditional contributions expected to be collected within one year are reported at their net
realizable value. The fair value of contributions receivable in more than one year is initially

determined as the present value of expected future cash flows using a discount rate.

Net Asset Classification

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

Net Assets Without Donor Restrictions — Net assets that are not subject to donor-imposed restrictions
or the donor-imposed restrictions have expired or been fulfilled. From net assets without donor
restrictions, the governing board has designated an endowment as well as other amounts for grant
making, housing solutions, an operating reserve, and impact investing.

The Foundation is governed subject to the Articles of Incorporation and by-laws and contributions
received are subject to the terms of the governing documents. Under the terms of the governing
documents, the board of directors has the ability to distribute the amount of income from any trust
or separate gift, device, bequest, or fund as the board in its sole discretion shall determine. It also
has the ability to modify any restriction or condition on the distribution of funds for any specified
charitable purpose or purposes or to a specified charitable organization or organizations if, in the
sole judgment of the board, such restriction of condition becomes, in effect, unnecessary, incapable
of fulfillment or inconsistent with the charitable needs of the community or area served. Based on
these provisions, some contributions received by the Foundation are reported as assets without
donor restrictions.

Net Assets With Donor Restrictions — Net assets that are subject to donor-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. Donor-
imposed restrictions are released when a restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted had been fulfilled, or
both.



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued):

Net Asset Classification (Continued)

The Foundation classifies as net assets with donor restrictions (a) the original gift value of gifts
donated to the permanent endowment and (b) the original value of subsequent gifts donated to the
permanent endowment.

The Foundation maintains separate accounting records for each of the individual established
funds. These funds have been combined for presentation purposes. These net assets are classified
as net assets with donor restrictions and without donor restrictions and the Board of Directors
makes every effort to comply with the donors’ instructions. The funds are of various types reflecting
the wishes of the donors who have established or contributed to them and consist of the following:

Discretionary Funds — These funds have no suggested distribution restrictions. The board allocates
these funds in making distributions for charitable purposes to meet community needs.

Field-of-Interest Funds — These funds establish support in a particular area of interest including
short-term special project funds.

Advised Funds — These funds provide the donor with the ability to recommend grants for distribution
and are approved by the board.

Scholarship Funds — These funds provide scholarship awards to benefit a certain type of student, a
specific institution, or a particular field of study.

Agency Endowments and Designated Funds — These funds provide support to specific nonprofit
organizations or programs based on the donors’ wishes and subject to the board's discretion and

approval.

Gift Annuity Funds — The Foundation operates a charitable gift annuity program whereby donors
receive a life income in exchange for assets conveyed to the Foundation under an annuity contract.

Operating Funds — Operating Funds are used to support the operational expenses of the
Foundation.

Functional Expenses

The costs of providing the various program and supporting services have been summarized on a
functional basis in the statement of activities and the statement of functional expenses. Accordingly,
certain costs have been allocated among the programs and supporting services benefited.

The financial statements report expenses that are attributed to more than one program or
supporting function. The expenses that are allocated include salaries and wages, payroll taxes,
employee benefits, printing and publishing, office expenses, meetings and education, travel, and
public relations, all of which are allocated on the basis of estimates of time and effort.



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE A - NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued):

Estimates

Financial statements prepared in conformity with generally accepted accounting principles require
that management make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses reflected in the financial statements. Actual results could differ
from the estimates embodied in the statements.

Prior Year Comparative Totals

The financial statements include certain prior-year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles.

NOTE B - CONCENTRATION OF CREDIT RISK:

The Foundation maintained cash and certificate of deposit balances at financial institutions and a
brokerage company totaling $7,221,653 at March 31, 2025, of which $984,254 was insured by the
Federal Deposit Insurance Corporation (FDIC) and the Securities Investors Protection Company
(SIPC) and $6,237,399 was not insured. Total cash balance of $2,949,569 was invested in a
Government Cash Reserves Fund at March 31, 2025 and the Fund is comprised of various U.S.
Treasury instruments.

NOTE C - INVESTMENTS:

Investments are comprised of bond, equity, and alternative mutual funds. The mutual funds are all
traded in active markets.

The cost and market value of these investments is as follows as of March 31, 2025:

Cost Market Value

Bond mutual funds $ 10,286,223 $ 9,311,806
Equity mutual funds 32,851,170 41,787,789
Alternatives (Commodities, REITS, etc.) 3,206,679 2,995,525
Total $ 46,344,072 $ 54,095,120

NOTE D - FAIR VALUE MEASUREMENTS:

The Foundation utilizes the provisions of FASB ASC 820, Fair Value Measurements and Disclosures,
in the preparation of its financial statements and related disclosures. This guidance establishes a
framework for measuring fair value and provides a fair value hierarchy that prioritizes the inputs
used in valuation techniques into the following three levels:

Level 1 - Valuation is based on quoted prices for identical investments traded in an active
market.

Level 2 - Valuation is based on quoted prices of similar investments in an active market, quoted
prices for identical or similar investments in an inactive market, or model-based
valuation techniques for which all-significant assumptions are observable in the
market.

Level 3 - Valuation is based on a price that embodies significant assumptions that are not
observable in the market.

-10-



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE D - FAIR VALUE MEASUREMENTS (Continued):

The following table summarizes the valuation of the Foundation's financial assets and liabilities
measured at fair value on a recurring basis as of March 31, 2025:

Total fair
Level 1 Level 2 Level 3 value

Investments:
Bond mutual funds $ 9,311,806 % - % - % 9,311,806
Equity mutual funds 41,787,789 - - 41,787,789
Alternatives (Commodities, REITS, etc.) 2,995,525 - - 2,995,525
Total Investments $54,095,120 $ -3 - $ 54,095,120
Charitable gift annuities 3 - % - $129,732 3 129,732

For a liability measured at fair value on a recurring basis using significant unobservable inputs as
described in Note A, the following table provides a reconciliation of beginning and ending balances
for the year ended March 31, 2025:

Charitable gift annuities:

Beginning balance $ 88,201
Payments to beneficiaries (19,955)
Actuarial adjustments 11,277
Completed annuity (3,893)
New annuity 54,102
$ 129,732

NOTE E - PROGRAM RELATED INVESTMENT RECEIVABLE:

The Foundation made a program related investment loan of $150,000 at an annual interest rate of
1% to a nonprofit organization during December, 2019.

The following summarizes the changes in program related investment receivable for the year ended

March 31, 2025:

Beginning balance $ 121,919
Annual amortization of discount at 4.75% on a loan released

during the year ended March 31, 2020 5,810
New loan, subject to a 0.5% administrative fee only 300,000

Ending balance, all collectible by December, 2029 $ 427,729

-11-



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE F - PLEDGES AND GRANTS:

Grants, including scholarships, are recorded as an obligation of the Foundation when authorized
by the Board of Directors. Any grants remaining unpaid at year end are recorded as grants

payable.

The Foundation entered into a grant agreement during the year ended March 31, 2024 for a housing
project with a total commitment of $3,550,000. This commitment is to be fulfilled by the year ending
March 31, 2026. As of March 31, 2025, the remaining amount to be granted for the project is
$2,013,460. The Foundation had collected approximately $1,970,000 from donor pledges for this
project by March 31, 2025. The remaining pledge balance to be collected by March 31, 2026 is
$253,264.

The following summarizes the changes in grants payable for the year ended March 31, 2025:

Beginning of year $ 2,162,916
Grants approved 6,927,499
Payments made (6,906,651)
End of year $ 2,183,764

NOTE G - FUNDS HELD AS AGENCY ENDOWMENTS:

Changes in the accounts held as agency endowments during the year ended March 31, 2025 are

as follows:
Beginning of year $ 11,059,982
Contributions 38,233
Investment return 460,665
Grants (1,745,164)
Administrative expenses and fees (61,094)
Net decrease for the year (1,307,360)
End of year $ 9,752,622

NOTE H - ENDOWMENT NET ASSETS:

As required by generally accepted accounting principles, net assets associated with endowment
funds, including funds designated by the Board of Directors to function as endowments, are
classified and reported based on the existence or absence of donor-imposed restrictions.

The Foundation has adopted a spending policy applicable to all endowment funds, including those
designated by the Board of Directors to function as endowment funds. Under this policy, up to 5
percent of an endowment fund'’s trailing twelve quarter rolling average balance as of December 31
of the preceding year may be distributed, provided it does not cause the endowment fund's
principal amount to be eroded. In establishing this policy, the Foundation considered the long-term
expected investment return on its endowments. It is the Foundation's objective to maintain the
purchasing power of the endowment assets as well as to provide additional real growth through
investment return.

-12-



PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTE H - ENDOWMENT NET ASSETS (Continued):

To achieve that objective, the Foundation has adopted an investment policy that attempts to
maximize total return, without an undue exposure to risk. Endowments are invested in a well-
diversified asset mix, which includes equity, fixed income, real estate, alternative investments and
cash assets. The Foundation expects its endowment assets, over time, to produce an average rate
of return that exceeds the Consumer Price Index by at least 6 percentage points. Actual return in
any given year may vary from this amount. Investment risk is measured in terms of the total
endowment fund: investment assets and allocation between asset classes and strategies are
managed to not expose the fund to unacceptable levels of risk.

The Board of Directors of the Foundation follows the Uniform Prudent Management of Institutional
Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift
date of the board-designated or donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation of the law and variance power, the
Foundation classified as net assets without donor restrictions or net assets with donor restrictions
(a) the original value of the donated endowment, (b) the original value of subsequent gifts to the
endowment, and (c¢) accumulations to the endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund.

The summary of changes in endowment net assets for the year ended March 31, 2025 is as follows:

Without Donor  With Donor

Restrictions Restrictions Total
Endowment net assets, beginning of
year $ 14,257,548  $20,216,491 3 34,474,039
Investment return 1,540,008 - 1,540,008
Contributions 307,878 833,177 1,141,055
Amounts appropriated for expenditure (2,043,051) - (2,043,051)
Endowment net assets, end of year $ 14,062,383 $21,049,668 $35,112,051

Net assets without donor restrictions at March 31, 2025 consist of the following endowed and non-
endowed net assets:

Board designated endowment $ 6,853,580
Spendable portion of endowment 7,208,803
Endowment net assets without donor restrictions 14,062,383
Board designated, non-endowed 2,696,363
Undesignated, non-endowed 11,600,601
Total net assets without donor restrictions $28,359,347
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTETI - LIQUIDITY AND AVAILABILITY:
Financial assets available for grants and other expenses, that is, without donor or other restrictions

limiting their use, within one year of the statement of financial position date, comprise the following
at March 31, 2025:

Cash and cash equivalents $ 6,392,085
Certificates of deposit 609,792
Contribution receivable 253,779
Investments available for current use 27,535,061

Financial assets available to meet cash needs for
general expenditures within one year $ 34,790,717

As part of the Foundation's liquidity management, financial assets are structured to be available
for general expenditures, liabilities, and other obligations as they become due. The Foundation
invests cash in excess of short-term requirements in certificates of deposit and mutual funds that
can be withdrawn with a short notice.

As described in Note H, the Foundation's board-designated endowments are subject to an annual
spending rate up to 5 percent and the spendable amounts are available for grant making and
administrative expenses within the next 12 months. The Foundation will receive approximately
$701,471 in Foundation fees for operations in 2026.

NOTE] - LEASES:

The Foundation determines if an arrangement is or contains a lease at inception. Leases are
included in right-of-use (ROU) assets and lease liabilities in the statement of financial position. ROU
assets and lease liabilities reflect the present value of the future minimum lease payments over the
lease term, and ROU assets also include prepaid or accrued rent. Operating lease expense is
recognized on a straight-line basis over the lease term.

Lease Commitment:

The Foundation entered into a three-year lease that commenced in April, 2023 and the lease
includes one, three-year renewal option which will likely be elected. Under this lease the
Foundation's right of use asset is $169,369 and the lease liability is $170,497 at year ended March
31, 2025. The lease asset and liability were calculated utilizing a risk free rate of 3.6%, which the
Foundation has made an accounting policy to elect to use in lieu of the incremental borrowing rate
for all operating leases. Expected annual lease expense during the six-year lease term is $45,564.
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PETOSKEY-HARBOR SPRINGS AREA COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS
for the year ended March 31, 2025

NOTET - LEASES (Continued):

The following maturity table summarizes lease payments for the years ended:

2026 $ 45,000
2027 46,128
2028 46,128
2029 46,128

Total lease payments 183,384
Less: Present Value Discount (12,887)
Present value of lease liability $ 170,497

NOTEK - INCOME TAX STATUS:

The Foundation is a not-for-profit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service as other than
a private foundation.

The Foundation's Form 990, Return of Organization Exempt from Income Tax, for the years ending
March 31, 2022, 2023 and 2024 are subject to examination by the IRS, generdally for three years after
they were filed.

NOTE L - RETIREMENT PLAN:

The Foundation provides retirement benefits to its full-time staff through a tax sheltered plan at an
amount established by the Board of Directors annually. Expenses incurred for this benetfit totaled
$29,938 for the year ended March 31, 2025.

NOTE M - SUBSEQUENT EVENTS:

In preparing these financial statements, the Foundation has evaluated events and transactions
occurring during the period from March 31, 2025 through July 8, 2025, the date the financial
statements were available for issue.
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