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INDEPENDENT AUDITOR’S REPORT  
 
 
To the Board of Trustees 
Community Foundation of Northeast Alabama 
 
Opinion 
 
We have audited the accompanying financial statements of Community Foundation of Northeast Alabama (a nonprofit 
organization), which comprise the statements of financial position as of September 30, 2022 and 2021, and the related 
statements of activities and changes in net assets, functional expenses and cash flows for the years 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 
Community Foundation of Northeast Alabama as of September 30, 2022 and 2021, 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. 
 
Basis for Opinion 
 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of Community Foundation of Northeast Alabama and to 
meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. 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 Community Foundation of Northeast Alabama’s ability to continue as a 
going concern within one year after the date that the financial statements are available to be issued. 
 
Auditor’s 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 auditor’s 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 an 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 judgement made by 
a reasonable user based on the financial statements. 
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In performing an audit in accordance with generally accepted auditing standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 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 
Community Foundation of Northeast Alabama's internal control. Accordingly, no such opinion is expressed. 

 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. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial 
doubt about Community Foundation of Northeast Alabama'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. 

 

Birmingham, Alabama 
February 9, 2023



Assets

Current assets

    Cash and cash equivalents $ 1,789,663 $ 1,914,997

    Investments 45,577,916 53,995,971

    Investment in private equity 2,499,997 2,499,997

    Receivables 6,859 -  

    Prepaid expenses 6,685 6,146

         Total current assets 49,881,120 58,417,111

    Property and equipment, net 2,352,653 2,438,864

    Life insurance - cash value 55,317 50,147

            Total assets $ 52,289,090 $ 60,906,122

Liabilities and Net Assets

Current liabilities 

    Accounts payable $ 77,592 $ 60,321

    Grants and scholarships payable 356,205 232,274

    Accrued payroll and compensated absences 231,761 204,305

    Due to other organizations 2,869,650 3,573,428

    Deferred revenue -  64,680

         Total current liabilities 3,535,208 4,135,008

Noncurrent liabilities 

    Grants and scholarships payable 59,426 100,000

    Charitable gift annuity liability 147,204 184,263

         Total noncurrent liabilities 206,630 284,263

            Total liabilities 3,741,838 4,419,271

Net assets

    Without donor restrictions

         Designated for donor advised grants 1,461,537 1,728,459

         Designated for field of interest grants 322,796 384,742

         Designated for scholarships 5,448,823 5,867,778

         Designated for special projects 795,130 762,610

         Designated for specific organizations or purpose 2,725,113 3,031,771

         Designated for operating reserve 869,200 753,495

         Board designated endowment 1,668,472 1,936,245

         Undesignated 808,355 945,899

    Total without donor restrictions 14,099,426 15,410,999

    With donor restrictions

         Restricted to the passage of time 96,984 153,485

         Restricted by donor 19,625,338 26,192,498

         Restricted in perpetuity 14,725,504 14,729,869

    Total with donor restrictions 34,447,826 41,075,852

           Total net assets 48,547,252 56,486,851

           Total liabilities and net assets $ 52,289,090 $ 60,906,122

See Notes to Financial Statements.

2021

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

STATEMENTS OF FINANCIAL POSITION
SEPTEMBER 30, 2022 AND 2021

2022
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STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED SEPTEMBER 30, 2022

Total

Revenue and Support

      Contributions $ 3,012,977 $ 114,426 $ 3,127,403

      Administrative and project fee revenue 978,439 -  978,439

      Lease income -  776,164 776,164

      Investment income, net of fees 493,948 1,288,462 1,782,410

      Realized and unrealized losses on investments (2,977,437) (7,073,346) (10,050,783)

      Change in cash surrender value of life insurance 1,414 3,755 5,169

      Unrealized gain on split-interest agreement 13,291 -  13,291

      In-kind contributions 4,572 -  4,572

            Total revenue and support 1,527,204 (4,890,539) (3,363,335)

Net Assets Released from Restrictions 1,737,487 (1,737,487) -  

3,264,691 (6,628,026) (3,363,335)

Expenses and Distributions

      Program: grants and scholarships 1,762,567 -  1,762,567

      Program: other 2,079,351 -  2,079,351

      Administrative 513,699 -  513,699

      Fundraising 220,647 -  220,647

            Total expenses and distributions 4,576,264 -  4,576,264

Change in Net Assets (1,311,573) (6,628,026) (7,939,599)

Net Assets

   Beginning of year 15,410,999 41,075,852 56,486,851

Net Assets

   End of year $ 14,099,426 $ 34,447,826 $ 48,547,252

See Notes to Financial Statements.

Restrictions

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

With Donor 

Restrictions

Without Donor 
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Total

Revenue and Support

      Contributions $ 2,087,351 $ 99,660 $ 2,187,011

      Administrative and project fee revenue 945,695 -  945,695

      Lease income -  760,945 760,945

      Investment income, net of fees 270,536 759,777 1,030,313

      Realized and unrealized gains on investments 2,793,504 7,860,869 10,654,373

      Change in cash surrender value of life insurance 5,261 -  5,261

      Gain on sale of asset 1,643 3,096 4,739

      Unrealized gain on split-interest agreement 6,638 -  6,638

      PPP funding: Paycheck Protection Program 155,300 -  155,300

      In-kind contributions 101,904 -  101,904

            Total revenue and support 6,367,832 9,484,347 15,852,179

Net Assets Released from Restrictions 1,583,263 (1,583,263) -  

7,951,095 7,901,084 15,852,179

Expenses and Distributions

      Program: grants and scholarships 1,834,415 -  1,834,415

      Program: other 1,844,250 -  1,844,250

      Administrative 482,868 -  482,868

      Fundraising   185,671 -  185,671

            Total expenses and distributions 4,347,204 -  4,347,204

Change in Net Assets 3,603,891 7,901,084 11,504,975

Net Assets

   Beginning of year 11,807,108 33,174,768 44,981,876

Net Assets

   End of year $ 15,410,999 $ 41,075,852 $ 56,486,851

See Notes to Financial Statements.

With Donor 

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED SEPTEMBER 30, 2021

Restrictions Restrictions

Without Donor 
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STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED SEPTEMBER 30, 2022

Total

Administrative fees $ 593,305           $ 244,856       $ 103,593       $ 941,754

Advertising 15,347             1,235           1,058           17,640

Continuing education 7,257               2,995           1,267           11,519

Contract Labor 3,418               6,347           -               9,765

Depreciation 79,314             5,173           1,724           86,211

Dues and subscriptions 26,985             5,485           2,221           34,691

Employee benefits 181,979           41,110         15,236         238,325

Equipment and supplies 70,876             5,948           5,370           82,194

Grants and scholarships 1,762,567        -               -          1,762,567

In-kind 2,880               1,189           503              4,572

Insurance 5,507               4,921           679              11,107

Meetings and conferences 28,192             7,355           3,326           38,873

Mileage and travel 28,102             2,614           1,961           32,677

Miscellaneous 203                  84                35                322

Payroll taxes 45,389             11,192         5,596           62,177

Postage and shipping 1,937               675              323              2,935

Printing 9,950               4,107           1,737           15,794

Professional services 24,182             18,341         519              43,042

Program expenses 309,056           -               -               309,056

Rent and utilities 14,103             3,477           1,739           19,319

Repairs and maintenance 5,808               1,768           842              8,418

Salaries 603,807           138,529       69,948         812,284

Security monitoring 321                  132              56                509

Technology 16,133             3,978           1,989           22,100

Website 5,300               2,188           925              8,413

$ 3,841,918 $ 513,699 $ 220,647 $ 4,576,264

See Notes to Financial Statements.

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

Expenses Expenses Expenses

Program Administrative Fundraising
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STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED SEPTEMBER 30, 2021

Total

Administrative fees $ 586,846 $ 238,406 $ 91,695 $ 916,947

Advertising 23,081 8,877 3,551 35,509

Continuing education 3,240 1,316 506 5,062

Depreciation 80,512 5,251 1,750 87,513

Dues and subscriptions 25,568 5,416 2,062 33,046

Employee benefits 177,340 39,487 10,936 227,763

Equipment and supplies 45,017 7,709 3,652 56,378

Grants and scholarships 1,834,415 -  -  1,834,415

In-kind 1,257 476 171 1,904

Insurance 5,132 4,546 473 10,151

Meetings and conferences 7,827 2,981 1,137 11,945

Mileage and travel 11,606 913 522 13,041

Miscellaneous 2,179 646 257 3,082

Payroll taxes 43,239 9,672 3,983 56,894

Postage and shipping 1,474 567 227 2,268

Printing 12,512 4,812 1,925 19,249

Professional services 13,439 17,876 222 31,537

Program expenses 200,531 -  -  200,531

Rent and utilities 15,128 3,384 1,393 19,905

Repairs and maintenance 4,747 1,726 719 7,192

Salaries 565,318 122,991 58,362 746,671

Security monitoring 449 125 50 624

Technology 16,784 5,275 1,918 23,977

Website 1,024 416 160 1,600

$ 3,678,665 $ 482,868 $ 185,671 $ 4,347,204

See Notes to Financial Statements.

Expenses Expenses Expenses

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

Program Administrative Fundraising
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CASH FLOWS FROM OPERATING ACTIVITIES

    Change in net assets $ (7,939,599) $ 11,504,975

    Adjustments to reconcile change in net assets to net cash

       provided by operating activities:

         Realized and unrealized (gain) losses on investment 10,050,783 (10,654,373)

         Change in cash surrender value of life insurance 5,169 5,261

         Loss on sale of asset -  4,739

         Donated assets -  (100,000)

         Assets donated to other organizations -  28,243

         Depreciation 86,211 87,513

        (Increase) decrease in assets:

             Receivables (6,859) 21,836

             Prepaid expenses (539) (388)

         Increase (decrease) in liabilities:

             Accounts payable 17,271 43,270

             Grants and scholarships payable 123,931 (24,526)

             Accrued payroll and compensated absences 27,456 35,298

             Due to other organizations (703,778) 1,094,630

             Deferred revenue 64,680 1,268

             Charitable gift annuity liability (37,059) (33,794)

               Net cash provided by operating activities 1,687,667 2,013,952

CASH FLOWS FROM INVESTING ACTIVITIES

    Purchase of property and equipment -  (2,732)

    Change in investments (1,813,001) (1,636,905)

               Net cash used in investing activities (1,813,001) (1,639,637)

CASH FLOWS FROM FINANCING ACTIVITIES

    Forgiveness of PPP loan -  (155,300)

               Net cash used in financing activities -  (155,300)

Change in cash and cash investments (125,334) 219,015

Cash and cash investments at beginning of year 1,914,997 1,695,982

Cash and cash investments at end of year $ 1,789,663 $ 1,914,997

See Notes to Financial Statements.

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA

 STATEMENT OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2022 AND 2021

20212022

 8



 

9 

COMMUNITY FOUNDATION OF NORTHEAST ALABAMA 
NOTES TO FINANCIAL STATEMENTS 

 
 
NOTE 1. NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

 
Nature of Operations 
 

Community Foundation of Northeast Alabama (the “Foundation”) is one of more than 900 community 
foundations in the United States organized since 1913 to promote and build permanent endowments.  
The Foundation’s mission is to achieve positive change through the generosity of donors, now and for 
generations to come.  Community Foundation of Northeast Alabama was established on October 1, 
1999, and operates as a qualified 501(c)(3) not for profit charity recognized by the Alabama Attorney 
General and the Internal Revenue Service.  In 2005, the Foundation was recognized as one of the first 
community foundations in the nation to achieve compliance with the rigorous National Standards 
established by the Council on Foundations in Washington, D.C. 
 
The Foundation maintains approximately 253 funds, most of which are in support of charitable purposes 
in our region; however, grants or scholarships can be made to qualified institutions and organizations 
anywhere in the United States.  Each fund has a specific name either selected by the donor or named for 
a charitable purpose.  All funds are either designated or undesignated.  The Longleaf Fund, the Farley 
Moody Galbraith Fund and John and Regena Baker Charitable Fund are the Foundation’s undesignated 
funds.  These funds make grants in support of emerging community needs.  All other funds are 
designated funds and follow the desires established in conjunction with the applicable donor agreement.  
A donor is defined as an individual, a family, a business or corporation, a public charity, civic club, 
Government, or school. 
 

Basis of Presentation 
 
The Foundation presents its financial statements in accordance with the Financial Accounting Standards 
Board’s Accounting Standards Codification (ASC) 958, Financial Statements for Not-For-Profit 
Organizations.  Under ASC 958, the Organization is required to report information regarding its 
financial position and activities according to two categories of net assets: net assets without donor 
restrictions and net assets with donor restrictions.  Net assets with donor restrictions are subject to donor-
imposed restrictions for the passage of time and/or perpetual in nature.  Reclassifications of beginning 
restricted balances may change due to superseded pledge agreements signed subsequent to year end or 
clarification with donors.  These changes are reflected as transfers on the Statement of Activities.   
 
Net assets without donor restrictions are defined as that portion of net assets that has no use or time 
restrictions.  The bylaws of  the Foundation include a variance provision giving the Board of Trustees 
(the “Board”) the power to modify any restriction or condition on the distribution of funds for any 
specified charitable purpose or to specified organizations if, in the sole judgement of the Board (without 
the necessity of the approval of any trustee, custodian, or agent), such restriction or condition become 
unnecessary, incapable of fulfillment or inconsistent with the charitable needs of the community or 
mission of the Foundation.  The Foundation has classified net assets without donor restrictions in the 
fund group categories of donor advised, field of interest, scholarships, special projects, designated, 
operating reserve, board designated, and undesignated.  The Foundation honors donor’s wishes and 
desires (intent) but also retains variance power.  As a result of this variance power, all contributions not 
classified as donor restricted are classified as without donor restrictions for financial statement purposes. 
 
Net assets with donor restrictions consists of items such as endowments with historical dollar values that 
are restricted in perpetuity, endowment investment earnings subject to donor-imposed restrictions, 
charitable gift annuities that are restricted to the passage of time, and grants where restrictions exist for 
purpose, passage of time, and other conditions. 
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 1. NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
Basis of Accounting 

 

The financial statements of the Foundation have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America (“GAAP”) 
and, accordingly, reflect all significant receivables, payables, and other liabilities, if any. 

 
Revenue Recognition 

 
Gifts, grants, and other income are recorded as revenue and support when received by The Foundation.  
Such revenue and support is recorded at fair value. The Foundation reports gifts of cash and other assets 
as restricted support if the gifts are received with donor stipulations that limit the use of the donated 
assets.  The Foundation does not recognize any revenue upon receipt of pledges or contributions that are 
considered Agency Funds.  As such, agency funds contributions received or pledged are recorded as 
assets and corresponding custodial fund obligations. Investment income is recognized when earned.  

 
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 disclosure of contingent assets and liabilities at the reporting date, and revenues and 
expenses during the reporting period.  Actual results could differ from those estimates. 
 

Cash and Cash Equivalents 
 
The Foundation considers all highly liquid financial instruments with a maturity of three months or less 
to be cash equivalents.  The Foundation maintains its cash in Federal Deposit Insurance Corporation 
bank deposit accounts which, at times, may exceed federally insured limits.  The Foundation has not 
experienced any losses in such accounts. 
 

Investments 
 
Investments are carried at fair value determined as of the last business day of the year as reported by the 
financial institution holding the security at quoted market price.  The cost of investments represents the 
amounts paid for purchased securities or average market values as of the date the security was donated to 
the Foundation for contributed securities. 
 
Realized gains and losses from the sales of securities are primarily determined by the specific 
identification method.  Net unrealized appreciation (depreciation) of investments represents the change 
in the difference between the Foundation’s cost and current market value of securities as determined at 
the end of each year and includes the effect of amortization expense on securities. 
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 1. NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 
 
Fair Value Measurements 

 
The Foundation defines fair value for financial reporting purposes as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly market transaction between market participants at 
the measurement date (reporting date).  Fair value is based on the most advantageous market in which 
the reporting entity could execute a transaction.   
 
For each asset and liability required to be reported at fair value, management has identified the unit of 
account and valuation premise to be applied for purposes of measuring fair value.  The unit of account is 
the level at which an asset or liability is aggregated or disaggregated.  The valuation premise is a concept 
that determined whether an asset is measured on a standalone basis or in combinate ion with other assets.   
 
The Foundation measures its assets and liabilities on a standalone basis, then aggregates assets and 
liabilities with similar characteristics for disclosure purposes. 
 
The Foundation established a hierarchy for inputs used in measuring fair value that maximizes the use of 
observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs 
be used when available.  Observable inputs are inputs that market participants would use in pricing the 
asset or liability developed based on market data obtained from the sources independent of the 
Foundation.  Unobservable inputs that reflect the Foundation’s assumptions about the assumptions 
market participants would use in pricing the asset or liability developed based on the best information 
available in the circumstances.  The hierarchy is broken down into three levels based on the reliability of 
inputs as follows:  

Level 1 – Valuations for assets and liabilities traded in active markets for identical assets or liabilities 
that the Foundation has the ability to access.  Since valuations are based on quoted prices that are 
readily and regularly available in an active market, valuation of these products does not entail a 
significant degree of judgment.   

Level 2 – Valuations based on observable inputs, including quoted prices (other than Level 1) in 
active markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities 
in markets that are not active, inputs other than quoted prices that are observable for the asset or 
liability, such as interest rates, yield curves, volatilities, and default rates, and inputs that are derived 
principally from or corroborated by observable market data.  

Level 3 – Valuations based on inputs that are observable and significant to the overall fair value 
measurement. 
 

If the determination of fair value measurement for a particular asset or liability is based on inputs from 
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the entire 
fair value measurement falls is based on the lowest level input that is significant to the fair value 
measurement in its entirety.  Management’s assessment of the significance of a particular input to the 
fair value measurement requires judgment and considers factors specific to the asset or liability 
measured. 
 
Valuation techniques: The techniques used in the valuation of the Foundation’s assets and liabilities are 
noted below: 

The fair value of investments is based on quoted market prices in an active market for identical assets 
and liabilities or other observable inputs as of the reporting date.  The fair value of equity securities, 
mutual funds, and certificates of deposit are categorized within Level 1 of the fair value hierarchy.  
The fair value of other marketable investments is categorized within Level 2 of the fair value 
hierarchy.  The fair value of the beneficial interest in perpetual trust is based on quoted market prices 
in an active market for identical assets and liabilities, other observable inputs, or management’s 
estimate as to the value of other marketable investments.   
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 1. NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 

 
Investments in Private Equity 

 
Subtopic ASC 958-325 (Recognition and Measurement of Financial Assets and Financial Liabilities) 
provides guidance on accounting requirements for equity securities for which the entity does not own 
20% or more of the company, is not able to exercise influence, and the company does not have a readily 
determinable fair value to be recorded using the cost method.  On August 1, 2019, the Foundation 
purchased 261,742 shares of par value $0.0001 Class B common stock of Foundant Technologies 
Holdings, Inc. in the amount of $999,998.  The Foundation purchased 272,727 additional shares of par 
value $0.0001 Class B common stock on October 30, 2020, in the amount of $1,499,999.  Foundant 
Technologies provides various cloud-based software to grantmakers, community foundations, 
grantseekers and scholarship providers.  The investment is recorded at cost and separately stated on the 
statement of financial position. 
 

Property and Equipment 
 
Property and equipment is carried at cost less accumulated depreciation and includes expenditures which 
substantially increase the useful lives of existing property and equipment.  Donated property and 
equipment is recorded at fair value as of the date of gift.  Maintenance, repairs, and minor renovations 
are charged to expense as incurred.  When property and equipment is retired or otherwise disposed, the 
related costs and accumulated depreciation are removed from the respective accounts, and the gain or 
loss on the disposition is credited or charged to the change in net assets.   
 
The Foundation provides for depreciation using the straight-line method designed to amortize cost over 
the estimated useful lives as follows: 
 

  Estimated 
Useful Life 

     Buildings 35-39 years 
 Machinery and equipment  3-5 years 
 Furniture and fixtures  7 years 
 
 
 
 
 

Software  3-5 years 
 

Deferred Revenue 
 
The Foundation received October rental income prior to year-end in the amount of $0 and $64,680 for 
the years ending September 30, 2022 and 2021, respectively. 

 
Charitable Gift Annuities 

 
Charitable Gift Annuities (CGA) are assets that are transferred directly to the Foundation in exchange 
for distributions of a fixed amount for a specified period of time to the donor or beneficiaries.  These 
assets are held as general assets of the Foundation, and the related annuity liability is recorded as a 
general obligation to the Foundation.  The asset is recorded at the fair value on the date of the agreement, 
and an annuity liability is recorded for an amount equal to the present value of the future distributions to 
the beneficiary.  The difference between the fair value of the assets received and the present value of the 
liability is recognized as temporarily restricted contribution revenue.  The rates that are currently being 
used to discount the annuity payment liability range from 6.2% to 11.8% based on the life expectancy of 
the beneficiaries.  The assets related to the charitable gift annuities that are held in the general assets of 
the Foundation are approximately $244,187 and $337,747 on September 30, 2022 and 2021, 
respectively.  The Foundation follows the current CGA rate guidelines as recommended and published 
by the American Council on Gift Annuities.  
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 1. NATURE OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 

 
Income Taxes 

 
The Foundation is a not-for-profit public charity exempt from Federal and State income taxes under 
Section 501(c)(3) of the Internal Revenue Code.  Therefore, no provision for income taxes has been 
made in the accompanying financial statements.  The Foundation was formally recognized by the 
Internal Revenue Service (IRS) on October 1, 1999, and subsequently embarked on the required public 
support test, which was concluded on September 30, 2004.  On August 12, 2005, the IRS issued the 
Foundation a final letter of determination recognizing its status as a qualified public charity.    

 
Uncertain Tax Positions 

 
The Foundation applies the provisions of the Accounting Standards Codification relating to uncertainty 
in income taxes.  The guidance required entities to assess their uncertain tax positions for the likelihood 
that they would be overturned upon IRS examination.  In accordance with this guidance, the Foundation 
had determined that it does not have any positions at September 30, 2022 and 2021, that it would be 
unable to substantiate. 
 

Functional Expense  
 
The cost of providing the various program and support services have been summarized on a functional 
basis in the statements of activities.  Accordingly, certain costs have been allocated between programs 
and support services benefitted.  The Foundation determines allocations of functional expense by 
evaluating the detail of the expense and considering the percentage of time spent by function. 

 
 

NOTE 2. LIQUIDITY AND AVAILABILITY 
 

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their 
use, within one year of the balance sheet date, comprise the following: 

 
  September 30, 
  2022  2021 
        Cash and cash equivalents $ 1,789,663  $ 1,914,997 
 Receivables  6,859   - 
 Investments, at fair value  45,577,916   53,995,971 
 Less: restricted for passage of time  (96,984)   (153,485) 
 Less: restricted by donor  (19,625,338)   (26,192,498) 
 Less: investments held in perpetuity  (14,725,504)   (14,729,869) 
 Less: investments with board designations  (13,291,071)   (14,465,100) 
 
 
 
 
 

 $ (364,459)  $ 370,016 
 

As part of the Foundation’s liquidity management, it has a policy to structure its financial assets to be 
available as its general expenditures, liabilities, and other obligations become due.  The Foundation invests 
cash in excess of daily requirements in short-term investments and money market funds.  The Foundation 
considers designated net assets without donor restrictions to be available for use in the next year. 
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 3. INVESTMENTS 
 
The carrying value of investments is summarized below. 
 

  September 30, 
  2022  2021 
        Fixed income $ 10,546,136  $ 9,052,698 
 Equity securities  35,031,780   44,943,273 
 
 
 
 
 

 $ 45,577,916  $ 53,995,971 
 

The Foundation maintains its investments with various broker-dealers.  These investments are insured by 
Securities Investor Protection Corporation for up to $500,000 against losses due to the financial failure of 
the broker-dealer.  Investments are subject to inherent market risk.   Investment fees for the years ended 
September 30, 2022 and 2021 were $144,665 and $139,293, respectively. 

 
Investment income for the year ended September 30, 2022 consists of the following: 
 

 Interest and dividends    $ 1,927,075 
 Unrealized and realized gains     (10,050,783) 
 Investment fees     (144,665) 
     $ (8,268,373) 

 
 

NOTE 4. PROPERTY AND EQUIPMENT 
 
Property and equipment consists of the following: 
 

  September 30, 
  2022  2021 
        Land $ 486,716  $ 486,716 
 Stringfellow Hospital building  2,314,664   2,314,664 
 Office building  630,879   630,879 
 Gurnee building   57,700   57,700 
 Machinery and equipment  31,200   31,201 
 Furniture and fixtures  52,876   52,875 
 Software  1,102   1,102 
 
 
 
 
 

  3,575,137   3,575,137 
 Less accumulated depreciation  1,222,484   1,136,273 
  $ 2,352,653  $ 2,438,864 

 
Depreciation expense for the years ended September 30, 2022 and 2021 was $86,211 and $87,513, 
respectively. 
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NOTE 5. CONTRIBUTED SERVICES AND DONATED ASSETS 
 
The Foundation records contributed services if the services received create or enhance long-lived assets or 
require specialized skills, are provided by individuals possessing those skills, and would typically be 
purchased if not provided by donation.  A large number of unpaid volunteers, who serve in the capacity of 
trustees, grant advisors, and scholarship reviewers, have made significant contributions of their time in the 
furtherance of the Foundation’s programs.  The value of this contributed time is not reflected in these 
financial statements since it does not meet the above recognition criteria.   
 
During the year ending September 30, 2021, the Foundation received donated assets totaling $101,904, 
which included the donation of land and building appraised at $100,000.  

 
 

NOTE 6. LEASE AGREEMENT 
 

The Foundation entered into a 30-year management agreement with Health Management Associates that 
was subsequently renegotiated on October 1, 2008 as a lease agreement for the term of 40 years.  The 
payments have an annual 2% escalation.  Tennessee-based Community Health Systems purchased Health 
Management Associates on July 31, 2013.  On March 3, 2017 the Health Care Authority of the City of 
Anniston entered into an agreement to purchase the lease agreement from CHS.  During the summer of 
2017 arbitration proceedings were held and on September 12, 2017 arbitrators ruled that CHS would 
remain the guarantor for the remaining payments of the 40-year lease.  Depreciation expense for assets 
subject to the agreement is provided primarily on the straight-line method over the term of the agreement.  
Depreciation expense relating to this facility was $66,133 for years ended September 30, 2022 and 2021. 
 
Property carried at cost is as follows: 
 

  September 30, 
  2022  2021 
        Stringfellow Hospital building $ 2,314,664  $ 2,314,664 
 Less accumulated depreciation  925,862   859,729 
 
 
 
 
 

Net investment in management agreement $ 1,388,802  $ 1,454,935 
 

Future minimum payments to be received under this lease agreement are summarized below: 
 

 2023    $ 791,687 
 2024     807,521 
 2025     823,671 
 2026     840,145 
 2027     856,948 
 Thereafter     22,536,856 
 
 
 
 
 

    $ 26,656,828 
 
Based on the guidance in Accounting Standards Codification (ASC) 840-20 and ASC 840-30, this 
agreement is to be accounted for as an operating lease.   
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NOTES TO FINANCIAL STATEMENTS 

NOTE 7. DUE TO OTHER ORGANIZATIONS 

The Accounting Standards Codification establishes standards for transactions in which a foundation accepts 
a contribution from a donor and agrees to transfer those assets, the return on investment of those assets, or 
both to another entity that is specified by the donor.  The Accounting Standards Codification specifically 
requires that if a not-for-profit organization establishes a fund at a foundation with its own funds and 
specifies itself as the beneficiary of that fund, the foundation must account for the transfer of such assets as 
a liability. 

The Foundation maintains legal ownership of Agency Endowment Funds and, as such, continues to report 
the funds as assets of the Foundation.  However, in accordance with the Accounting Standards 
Codification, a liability has been established for the fair value of the funds of $2,869,650 and $3,573,428 at 
September 30, 2022 and 2021, respectively. 

The Foundation holds assets for the following organizations: 
4-H Club of Calhoun County Interfaith Ministries  
Alabama Giving Jacksonville Meals on Wheels 
Alabama Sports Officials Foundation Junior League of Anniston-Calhoun County 
Anniston Museum Endowment Knox Concert Series 
Auburn City Board of Education Opelika City School Board of Education 
Big Brothers Big Sisters of Northeast Alabama Oxford City Schools Education Foundation 
Boys and Girls Club of ECA Piedmont Education Trust 
Cherokee County Historical Museum Public Library of Anniston and Calhoun County 
Cherokee Humane Society Rainbow Omega 
East Central Alabama United Cerebral Palsy St. Francis Xavier Catholic School 
Faith Christian School The Arc of Calhoun and Cleburne Counties 
First Christian Church The Legacy Project 
First Presbyterian Church Town of Hobson City 
Golden Springs Baptist Church  The Legacy Project 
Highland Health Systems YMCA of Calhoun County 

NOTE 8. RETIREMENT PLAN 

The Foundation sponsors an employee pension retirement plan (the “Plan”) for its employees.  Employees 
are eligible to join the 401k plan after completing an introductory period and must be 21 years of age or 
older.  Employees may establish and contribute to the investments of their choice beginning the first day of 
the next quarter following the satisfactory completion of their introductory period.  All employees are 
100% vested after one year of service.  The contribution ranges from 5% to 10% of gross salaries 
depending on years of service.  Employer contributions to the Plan for the years ended September 30, 2022 
and 2021 were $54,499 and $42,009, respectively.   

NOTE 9. RESTRICTIONS ON NET ASSETS  

Net assets with donor restrictions consist of the following: 
  September 30, 
  2022  2021 
 Time restrictions:      
 Charitable gift annuities $ 96,984  $ 153,485 
 Restricted by donor  19,625,338   26,192,498 
 In perpetuity   14,725,504   14,729,869 
  $ 34,447,826  $ 41,075,852 

The Foundation holds all funds with donor restrictions in investments at September 30, 2022 and 2021. 

Net assets released from restriction during the fiscal years ended September 30, 2022 and 2021, were 
$1,737,487 and $1,583,263, respectively. These funds were expended on health and human related 
services, education, youth development and other various charitable projects. 
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NOTES TO FINANCIAL STATEMENTS 

 
 

NOTE 10. FAIR VALUE MEASUREMENTS  
 
The Foundation’s investment assets and liabilities recorded at fair value have been categorized based upon 
a fair value hierarchy.  See Note 1 for discussion of the Foundation’s policy regarding this hierarchy. 
 
The following fair value hierarchy table presents information about the Foundation’s investment assets and 
liabilities measured or disclosed at fair value on a recurring basis.   
 

    Fair Value Measurements at September 30, 2022 Using 
    Quoted Prices  Significant   
    In Active  Other  Significant 
  Assets  Markets for  Observable  Unobservable 
  Measured at  Identical Assets  Inputs  Inputs 
  Fair Value  (Level 1)  (Level 2)  (Level 3) 
 Investments:            
 Fixed income:            
 Mutual funds $ 10,546,136  $ 10,546,136  $ -  $ - 
             
 Equity securities:            
 Real estate  2,542,705   2,542,705   -   - 
 Energy/natural resource  3,435,714   3,435,714   -   - 
 Emerging markets  327,720   327,720   -   - 
 Mutual funds:  8,037,196   8,037,196   -   - 
 Large cap  7,332,476   7,332,476   -   - 
 Mid cap  17,973   17,973   -   - 
 Small cap  4,017,893   4,017,898   -   - 
 Large growth  4,314,261   4,314,261   -   - 
 Large value  278,196   278,196   -   - 
 Small growth  41,482   41,482   -   - 
 Small value  4,686,164   4,686,164   -   - 
  $ 45,577,916  $ 45,577,925  $ -  $ - 

 
    Fair Value Measurements at September 30, 2021 Using 
    Quoted Prices  Significant   
    In Active  Other  Significant 
  Assets  Markets for  Observable  Unobservable 
  Measured at  Identical Assets  Inputs  Inputs 
  Fair Value  (Level 1)  (Level 2)  (Level 3) 
 Investments:            
 Fixed income:            
 Mutual funds $ 9,052,698  $ 9,052,698  $ -  $ - 
             
 Equity securities:            
 Real estate  3,044,374   3,044,374   -   - 
 Energy/natural resource  3,745,758   3,745,758   -   - 
 Emerging markets  439,411   439,411   -   - 
 Mutual funds:  10,415,388   10,415,388   -   - 
 Large cap  10,692,404   10,692,404   -   - 
 Mid cap  29,381   29,381   -   - 
 Small cap  5,379,887   5,379,887   -   - 
 Large growth  5,165,675   5,165,675   -   - 
 Large value  404,241   404,241   -   - 
 Small growth  47,798   47,798   -   - 
 Small value  5,578,956   5,578,956   -   - 
  $ 53,995,971  $ 53,995,971  $ -  $ - 
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NOTE 11. ENDOWMENTS  
 

The Foundation’s endowments consist of individual funds established for a variety of charitable purposes.  
Its endowments include both donor-restricted endowment funds and funds designated by the Board of 
Trustees to function as endowments.  Net assets associated with endowment funds, including funds 
designated by the Board of Trustees to function as endowments, are classified and reported based on the 
existence or absence of donor-imposed restrictions.  The Foundation chooses to use a more conservative 
accounting approach in order to respect the wishes of the donor as written in the fund agreement, however 
the Foundation recognizes that the Board of Trustees holds variance power.   
 
Interpretation of Relevant Law 

 
The State of Alabama adopted the Uniform Prudent Management of Institutional Funds Act of 2006 
(UPMIFA) effective January 1, 2009.  UPMIFA was implemented in 2009, which required the 
purchasing power of the donor-restricted endowment funds to be preserved, absent donor stipulations to 
the contrary.  In the absence of explicit donor stipulations, the trustees have the ability to distribute as 
much of the corpus of any trust or separate gift, device, bequest, or fund as the Board of Trustees, in its 
sole discretion, shall determine while keeping in mind the intent of the agreement. 
 
The remaining portion of the donor-restricted endowment fund that is not classified as permanent in 
nature is classified as temporary until those amounts are appropriated for expenditure by the Foundation 
in a manner consistent with the donor’s stipulations or the standard of prudence prescribed by UPMIFA.  
In accordance with UPMIFA, the organization considers the following factors in making a determination 
to appropriate or accumulate donor-restricted endowment funds: 

(1) The duration and preservation of the fund 
(2) The purpose of the organization and donor-restricted endowment fund 
(3) General economic conditions 
(4) The possible effect of inflation and deflation 
(5) The expected total return from income and the appreciation of investments 
(6) Other resources of the Foundation 
(7) The investment policies of the Foundation 
(8) The distribution policies of the Foundation 
(9) The donor agreement as executed, revised, or amended by policy or federal tax law 

 
The following depicts the endowment funds held in investments, as well as the activity of the 
endowment funds for the years ended September 30, 2022 and 2021: 

 
  September 30, 2022 

  
Board Designated 

Endowment  
With Donor 
Restrictions  Total 

          
 Endowment net assets, beginning of year $ 1,936,245  $ 40,922,367  $ 42,858,612 
          
 Interest and dividends  73,035   1,382,191   1,455,226 
 Net appreciation  (365,812)   (7,021,536)   (7,387,348) 
 Contributions  108,025   114,426   222,451 
 Management agreement income  -   776,164   776,164 
 Investment fees  (5,168)   (104,052)   (109,220) 
 Amounts appropriated for expenditure  (77,853)   (1,718,718)   (1,796,571) 
 Transfer and reclassifications  -   -   - 
          
 Change in endowment net assets  (267,773)   (6,571,525)   (6,839,298) 
          
 Endowment net assets, end of year $ 1,668,472  $ 34,350,842  $ 36,019,314 
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NOTE 11. ENDOWMENTS (Continued) 
 

Interpretation of Relevant Law (Continued) 
 

  September 30, 2021 

  
Board Designated 

Endowment  
With Donor 
Restrictions  Total 

          
 Endowment net assets, beginning of year $ 1,442,456  $ 33,090,691  $ 34,533,147 
          
 Interest and dividends  46,745   853,531   900,276 
 Net appreciation  413,932   7,808,484   8,222,416 
 Contributions  78,277   99,660   177,937 
 Management agreement income  -   760,945   760,945 
 Investment fees  (4,972)   (101,242)   (106,214) 
 Amounts appropriated for expenditure  (34,193)   (1,589,702)   (1,623,895) 
 Transfer and reclassifications  (6,000)   -   (6,000) 
          
 Change in endowment net assets  493,789   7,831,676   8,325,465 
          
 Endowment net assets, end of year $ 1,936,245  $ 40,922,367  $ 42,858,612 

 
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 the endowments while seeking to 
maintain the purchasing power of the endowment assets.  The Foundation’s spending and investment 
policies work together to achieve this objective.  The Board-designated investment policy establishes an 
achievable return objective through diversification of asset classes.  Endowment assets include those 
assets of donor-restricted funds that the Foundation must hold in perpetuity or for a donor-restricted 
period(s), as well as Board-designated funds. 

 
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).  The Foundation targets a diversified asset allocation to achieve its long-
term objectives within prudent risk parameters. 
 
The spending policy of the Foundation combines a minimum payout standard with an average fair 
market value to arrive at the annual distribution calculation.  All endowed funds of the Foundation shall 
conform to this policy unless otherwise stated in the fund agreement.  The annual distribution of 
Foundation assets is based on the total weighted return calculated on the rolling average of the fund’s 
market value in the previous 20 quarters.  This preserves capital and protects the assets from the impact 
of inflation.   
 
Non-endowed fund distributions shall be governed by the unbinding recommendations of the donor or 
the fund agreement.  In the event that an endowment fund falls below the stated minimum required 
investment per the fund agreement, including any provision to preserve all principal contributions, the 
Board of Trustees may not make distributions until the fund can support the guidelines of this policy.  As 
of September 30, 2022 and 2021, there are four permanently endowed funds, respectively, that do not 
meet the required minimum balance per the donor agreement.   
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NOTE 11. ENDOWMENTS (Continued) 
 

Board-Designated Endowments 
 
The Board of Trustees has established three designated endowment funds: The Foundation’s Operating 
Endowment Fund, The Longleaf Fund and The Education Impact Fund. 
 
The Foundation’s Operating Endowment Fund will support the administrative needs of the Foundation 
by providing distributions for board and staff training, facility maintenance, and reduction of annual 
operating costs.  The Board of Trustees has set the goal of $500,000 before distributions are made.  
Overall, the fund will help supplement the administrative fees collected to support the Foundation’s 
management.  As of September 30, 2022 the fund total was $324,868. 
 
The Longleaf Fund was established to promote a pool of financial assets to address unmet community 
needs or to support targeted areas that lack meaningful resources.  Since most of the Foundation’s assets 
are designated for a specific charitable purpose, such as health care or education, the Board of Trustees 
inaugurated the fund as a vehicle to communicate and invite donors to help address the changing needs 
of the future.  As of September 30, 2022, the fund total was $1,164,820. 
 
The Community Foundation of Northeast Alabama Board of Trustees created the Northeast Alabama 
Education Impact Fund in 2017.  The Board of Trustees has seeded the fund with $100,000.  The 
purpose of the fund is to meet and enhance the educational needs of students.   The fund provides a 
charitable vehicle for individuals and corporations to join the Community Foundation in supporting 
schools.  As of September 30, 2022, the fund total was $128,784. 
 
In addition to the three designated funds, any additional contributions to endowed funds above the 
agreed upon corpus value are included with board-designated contributions. 

 
 

NOTE 12. SUBSEQUENT EVENTS 
 

ASC 855-10, Subsequent Events, require disclosure of events that occur after fiscal year-ended but before 
financial statement issuance.  Management has evaluated events occurring through February 9, 2023, the 
date the financial statements were available to be issued.   
 
In the first quarter of 2023, the Foundation will record a large realized gain relating to the private 
investment in Foundant. 
 
 




