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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Program and Supporting Services

The Muskingum County Community Foundation, formerly The Zanesville Foundation, was formed in
August 1985 for the purpose of encouraging gifts from individuals, estates, corporations and other
entities and to provide the means for those gifts to be accumulated and distributed for the benefit of the
community of Muskingum County. The Muskingum County Community Foundation administers the
funds of MCCEF, Limited (a limited liability company), MCCF I, LLC (a limited liability company),
MCCF III, LLC (a limited liability company) and Wooden Building, LTD (a limited liability
company). The Muskingum County Community Foundation is the sole member of these four entities.
MCCF, Limited was formed in April 2002. MCCF 11, LLC and MCCF III, LLC were formed in
November 2004 and January 2010, respectively, and Wooden Building, LTD was formed in July 2013,
to support The Muskingum County Community Foundation and its charitable purposes.

Principles of Consolidation and Method of Accounting

The consolidated financial statements are prepared on the accrual basis to include The Muskingum
County Community Foundation, MCCF, Limited, MCCF II, LLC, MCCF III, LLC and Wooden
Building, LTD (collectively, the “Foundation™). All intercompany accounts and transactions have
been eliminated.

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

Unrestricted

Those resources that may be used by the Foundation for any purpose consistent with the mission
and objectives of the Foundation. Donor restricted contributions whose restrictions are met in the
same year as the contributions are recorded as unrestricted net assets.

Temporarily Restricted

Those resources subject to donor imposed restrictions which will be satisfied either by action of
the Foundation and/or passage of time. When a restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions. Temporary restricted net assets related to time restrictions at year
end were $282,644 and $238,431 as of December 31, 2017 and 2016, respectively.

Permanently Restricted

Those resources subject to donor imposed restrictions that they be maintained permanently by the
Foundation. The donors of these resources permitted the Foundation to use all or part of the
income earned, including capital appreciation, on related investments for unrestricted or
temporarily restricted purposes. The Foundation did not have any permanently restricted net
assets as of December 31, 2017 and 2016.

Contributions

Contributions, gifts and bequests received are recorded as unrestricted, temporarily restricted, or
permanently restricted support depending on the existence or nature of any donor restrictions. Support
that is restricted by the donor is reported as an increase in temporarily or permanently restricted net

assets. When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets.






THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Collectibles and Artwork

The Foundation capitalizes its collectibles and artwork, which include a stained glass work of art,
various framed paintings by local artists, various pottery artifacts and various other items. These pieces
are held for exhibition to the public and are protected and preserved by the Foundation. It is the intent
of the Foundation to hold these items indefinitely.

Net Assets

Accounting standards provide that if the governing body of an organization has the ability to remove a
donor restriction, the contributions should be classified as unrestricted net assets. Accordingly, the
financial statements classify all net assets that the Foundation has obtained variance power from the
donor as unrestricted.

Property and Equipment

Purchased equipment is recorded at cost. Assets acquired through capitalized leasing arrangements are
recorded at the lower of fair market value or present value of minimum required lease payments.
Donated equipment is recorded as support at its estimated fair value at the time of donation. Such
donations are reported as unrestricted support unless the donor has restricted the donated asset to a
specific purpose. As of December 31, 2017 and 2016, the Foundation did not have donated property
restricted for a specific purpose. It is the Foundation’s policy to capitalize expenditures for items in
excess of $400. Expenditures for replacements are capitalized and the replaced items are retired.
Maintenance and repairs are charged to operations. Gains and losses from the sale of property and
equipment are included in income. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets as follows:

Building and renovations 39 years
Leasehold improvements 15 years
Equipment 5 -7 years
Furniture and fixtures 5 years

Depreciation expense for the years ended December 31, 2017 and 2016 was $20,847 and $20,619
respectively.

Property and equipment includes a house donated to the Foundation in 1998. Subsequent renovations
have been made to the house by the Foundation, as it is intended to serve local charitable needs.

Provision for Federal Income Tax
The Foundation is exempt from federal income taxes under Internal Revenue Code Section 501(c)(3) and
had no unrelated business income subject to income tax for the years ended December 31, 2017 and 2016.

Generally accepted accounting principles require management to evaluate the level of uncertainty
related to whether tax positions taken will be sustained upon examination. Any positions taken that
do not meet the more-likely-than-not threshold must be quantified and recorded as a liability for
unrecognized tax benefits in the accompanying consolidated statement of financial position along
with any associated interest and penalties that would be payable to the taxing authorities upon
examination. Management believes that none of the tax positions taken would materially impact the
financial statements and no such liabilities have been recorded.
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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1:

NOTE 2:

NOTE 3:

NOTE 4:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recently Issued Accounting Pronouncements (Continued)

In February 2016, the FASB issued ASU No. 2016-02 entitled “Leases (Topic 842),” which may
change the Foundation’s statement of financial position by requiring lessees to recognize most leases
on the balance sheet as a lease liability and corresponding right-of-use asset. This may affect
compliance with any contractual agreements and loan covenants. This new standard is effective for the
Foundation for fiscal years beginning after December 15, 2019, with early adoption permitted. The
provisions of this standard will be applied retrospectively. Management has not yet determined
whether this new standard will have a material effect on its financial statements.

In August 2016, the FASB issued ASU No. 2016-14 entitled “Presentation of Financial Statements of
Not-for-Profit Entities (Topic 958)” which will, among other changes, change the presentation of the
Foundation’s classifications of net assets from three classes to two (with donor restrictions and without
donor restrictions) and require a schedule of expenses by both natural and functional classification.
This new standard is effective for The Foundation’s annual reporting periods beginning after
December 15, 2017. Early implementation is permitted. Management has not yet determined whether
this new standard will have a material effect on its financial statements.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consisted of the following as of December 31:

2017 2016
Cash on hand, checking and savings accounts $ 468,463 $ 423,639
Cash management funds 668,698 1,225,260
Total cash and cash equivalents $ 1,137,161 $ 1,648,899
PLEDGES RECEIVABLE
Pledges receivable consisted of the following as of December 31:
2017 2016
Receivable in less than one year $ 206,604 $ 202,631
Receivable in one to five years at face value 98,040 57,800
Pledges receivable, at face value 304,644 260,431
Less: allowances for uncollectible pledges receivable (22,000) (22,000)
Pledges receivable, net $ 282,644 $ 238,431
2017 2016
Pledges receivable, current portion, net $ 184,604 $ 180,631
Pledges receivable, long-term portion, net 98,040 57,800
Pledges receivable, net $ 282,644 $ 238,431

INVESTMENTS

Investments are recorded at fair value. The value assigned to investments received by the gift is the
market value at the date of the donation. Marketable equity securities are valued at fair value
determined by quoted prices as of December 31, 2017 and 2016.
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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4:

NOTE §:

NOTE 6:

INVESTMENTS (Continued)

Investments consisted of the following as of December 31:

2017 2016

Equity funds $ 8,023,862 $ 6,550,567
Common stock domestic 6,866,081 5,856,652
Common stock international 178,083 231,518
Commodity funds 449,127 236.755
Bond funds 4,004,383 3,548,460
Corporate obligations domestic 1,160,809 922,626
Governmental obligations 191,066 164,248
Other equity interests 100,738 0
Interest in limited partnerships 24,217 127,112
Investments, at fair value 20,998,366 17,637,938

Excess fair value over cost (4,213,510) (2,465,304)
Investments, at cost $ 16,784,856 $ 15,172,634

CONTRIBUTIONS RECEIVABLE — CHARITABLE REMAINDER TRUSTS

For the years ended December 31, 2017 and 2016, the Foundation had contributions receivable from a
unitrust of $328,258 and $296,327 respectively. These contributions receivable were discounted to
$90,537 for 2017 and $77,158 for 2016 using fair market value of assets donated and a market
discount rate. The unitrust is irrevocable and transfers assets upon the death of the life beneficiary.
The agreement specified that a certain percentage of the net fair market value of the trust assets be paid
in quarterly installments to the donor(s) from income and, to the extent income is insufficient, from
principal. Any income in excess of the unitrust amount shall be added to the principal.

" ANNUITY LIABILITY

The Foundation is the beneficiary of a charitable remainder trust, which specified that an annual
annuity payment of $14,100 is to be made to the donors during their lifetime. Upon the death of the
donors, the balance remaining in the trust will pass to the Foundation. The liability for this charitable
remainder trust has been recorded at the present value of the expected future payments to be made to
the donors. The present value as of December 31, 2017 and 2016, is as follows:

2017 2016
Total net present value $ 47,953 $ 62,186
Less: current portion (14,100) (14,100)
Long-term portion $ 33,853 $ 48,086
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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 7:

NOTE 8:

NOTE 9:

NOTE 10:

PROPERTY AND EQUIPMENT

Property and equipment consists of the following as of December 31:

2017 2016
Building and renovations $ 494,259 $ 494,259
Land 1,020,443 1,061,394
Leasehold improvements 121,390 113,875
Equipment 71,110 70,439
Furniture and fixtures 49,268 49,268
Property and equipment, at cost 1,756,470 1,789,235
Less: accumulated depreciation (350,571) (329,724)
Property and equipment, net $ 1,405,899 $ 1,459,511

ADMINISTRATION FEES

The Foundation assesses administration fees to the various funds at a rate of 0.25% of the market value
of invested assets at each quarter end. Scholarship funds were assessed fees at a rate of 0.50% per
quarter. Project type funds were assessed fees at a rate of 2% of income coming into the fund.

CASH SURRENDER VALUE - LIFE INSURANCE

The Foundation is the owner and beneficiary of various insurance policies given as contributions. The
Foundation, in most cases, pays the premium and the donor reimburses the Foundation. Cash
surrender values are determined at the end of the statement year and revenue is adjusted accordingly.
For the years ended December 2017 and 2016, cash surrender values increased by $20,347 and
$21,326, respectively. The aggregate face values of the policies assigned to the Foundation are
$2,098,929 as of December 31, 2017 and 2016.

CONCENTRATION OF ECONOMIC RISK

The Foundation invests its funds with local financial institutions or investment advisors. Other than
funds needed for current operations, all funds are deposited with financial institution trust departments
under various trust agreements and cash management arrangements. Monies are invested by the trust
departments, subject to agreements and general guidelines, in cash management accounts, mutual
funds, U.S. Treasury securities, agency issues of the United States government, corporate bonds, and
corporate capital stock (foreign and domestic). Deposits in interest-bearing and non-interest bearing
accounts are collectively insured by the Federal Deposit Insurance Corporation (FDIC) up to a
coverage limit of $250,000 at each FDIC-insured depository institution. As a result, the Foundation
may have balances that exceed the insured limit.
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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 16: ASSETS AND LIABILITIES — FAIR VALUE INFORMATION (Continued)

Valuation techniques used need to maximize the use of observable inputs and minimize the

use of unobservable inputs.

The following is a description of the valuation methodologies used for assets measured at

fair value. An investment transferred from a level 1 investment to a level 3 investment at

December 31, 2017. There were no other changes in methodologies used during the year

ended December 31, 2017. There were no changes in the methodologies used during the

year ended December 31, 2016.

Common stocks: Valued at the closing price reported on the active market on which the

individual securities are traded.

Corporate and government bonds: Valued using pricing models maximizing the use of

observable inputs for similar securities. This includes basing value on yields currently

available on comparable securities of issuers with similar credit ratings.

Mutual funds and other equity interests: Valued at the net asset value (NAV) of shares held

by the plan at year end. NAV is based on the value of underlying assets owned by the fund,

minus its liabilities and then divided by the number of shares outstanding. NAV is a quoted

price in an active market.

Limited partnership: There is no quoted market price and a reasonable estimate of fair

value could not be made without incurring excessive costs. As such, this investment is

accounted for using the equity method.

Assets measured at fair value on a recurring basis were as follows:
December 31, 2017
Description Total Level 1 Level 2 Level 3

Equity funds $ 8,023,862 $ 8,023,862 $ 0 $ 0
Common stock domestic 6,866,082 6,866,082 0 0
Common stock international 178,083 178,083 0 0
Commodity funds 449,127 449,127 0 0
Bond funds 4,004,382 4,004,382 0 0
Corporate obligations domestic 1,160,809 1,160,809 0 0
Government obligations 191,066 191,066 0 0
Other equity interest 100,738 100,738 0 0
Interest in limited partnership 24,217 0 0 24,217

Total $ 20,998,366 $20,974,149 $ 0 $ 24217
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THE MUSKINGUM COUNTY COMMUNITY FOUNDATION AND AFFILIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 18:

NOTE 19:

NOTE 20:

LONG-TERM DEBT (Continued)

Annual maturities of long-term debt are as follows:

Years Ended December 31, Amount
2018 $ 0
2019 0
2020 2,531,613
Total $ 2,531,613

The Foundation and two other third parties signed pledge agreements with PNC Bank regarding the
two notes payable. Each party grants $1.5 million security interest in the notes and pledges to PNC
Bank to provide collateral for the notes payable.

LONG-TERM NOTE RECEIVABLE

Long-term note receivable consisted of the following as of December 31:

2017 2016
Note receivable from Muskingum Investment Fund, LLC,
interest at 2.519% paid quarterly. Beginning January 2020
quarterly interest and principal payments due. This loan
matures January 2042, $ 7,182,500 $ 7,182,500
FUNCTIONAL EXPENSE
The Foundation’s functional expenses are as follows:
2017 2016
Program § 1,333,312 $ 1,270,621
Management and general 751,225 683,438
Fundraising 143,758 88,951
Total expense $ 2,228,295 $ 2,043,010

The Foundation estimates the percentage of each major category of expense that is related to its exempt
function activities to determine the amount allocated to program expense.

19


















