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Independent Auditors’ Report

To the Board of Directors of ,
Chautauqua Region Community Foundation, Inc.
Jamestown, New York

We have audited the accompanying financial -statements of the Chautaugua Region
Community Foundation, Inc. (a nonprofit organization), which comprise the statements of
financial position as of December 31, 2020 and 2019, and the related statements of
activities and cash flows for the years then ended, and the related notes to the financial
statements. :

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
-relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error. :

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from
material misstatement. '

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected -depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to deSIgn audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. And audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management as well as evaluating the overall
~ presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Chautaugqua Region Community Foundation, Inc., as of
December 31, 2020 and 2019, and the changes in its net assets and its cash flow for the
years ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matter - Disclaimer of Opinion on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements
as a whole. The accompanying schedule of changes in net assets by fund for the year
ended December 31, 2020, on pages 21 - 46, which is the responsibility of management, is
presented for purposes of additional analysis and is not a required part of the financial
statements. Such information has not been subjected to the auditing procedures applied in
the audit of the financial statements, and accordingly, we not express an opinion or provide
any assurance on it.
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CHAUTAUQUA REGION COMMUNITY FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2020 AND 2019

ASSETS
2020 2019

Cash and restricted cash $ 3,098,600 $ 3,252,222
Investments, at fair value 118,852,633 106,935,356
Unconditional promises to give 270,806 384,561
Prepaid expenses 22,663 33,263
Cash surrender value of life insurance 32,412 27,749
Property and equipment, net 342,144 343,300

TOTAL ASSETS $ 122,619,258 $ 110,976,451

LIABILITIES AND NET ASSETS

Accounts payable $ 18,253  § 4,867
Refundable advance 123,322 -
Grants payable 1,361,251 1,478,402
Funds held for agencies 12,635,408 11,083,125
Gift annuities payable 207,361 191,087

Total liabilities 14,345,595 12,757,481
Net assets without donor restrictions:
Endowed 106,827,244 96,215,152
Non-Endowed 109,784 742,465
Charitable Gift Annuities 376,917 318,658
Operations and Administration 959,718 942,695

Total net assets without donor restrictions 108,273,663 98,218,970

TOTAL LIABILITIES AND NET ASSETS $ 122,619,258 $ 110,976,451

The accompanying notes are an integral part of these financial statements.
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CHAUTAUQUA REGION COMMUNITY FOUNDATION, INC.

STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

REVENUES, GAINS, (LOSSES), AND OTHER
SUPPORT WITHOUT DONOR RESTRICTIONS
Contributions
Investment return (loss)
Net revaluation of gift annuities
Administrative fee income - agency-held funds

Returned grants and other income

Total revenues, gains, (losses), and other support

EXPENSES

Distributions to beneficiaries

Program services, administrative, and fundraising expenses

Total expenses

CHANGE IN NET ASSETS WITHOUT DONOR RESTRICTIONS

NET ASSETS WITHOUT DONOR RESTRICTIONS, beginning

TRANSFERS FROM (TO) AGENCY FUNDS

NET ASSETS WITHOUT DONOR RESTRICTIONS, ending

2020 2019
$ 1,926,509 $ 2,116,219
12,780,234 18,050,276
(18,287) 17,687
91,148 86,607
76,639 57,882
14,856,243 20,328,671
3,849,322 3,217,132
952,203 976,999
4,801,525 4,194,131
10,054,718 16,134,540
98,218,970 81,868,115
(25) 216,315

$ 108273663 $ 98218970

The accompanying notes are an integral part of these financial statements.
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CHAUTAUQUA REGION COMMUNITY FOUNDATION, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets $ 10,054,718 $ 16,134,540
Adjustments to reconcile change in net assets to
net cash provided (used) by operating activities:
Depreciation 26,741 25,476
Amortization of multi-year promises to give discounts (24,687) (26,756)
Net realized and unrealized (gains) losses (12,531,153) (16,089,212)
Transfers (to) from agency funds (25) 216,315
(Increase) decrease in:
Unconditional promises to give 138,442 89,644
Prepaid expenses 10,600 2,269
Increase (decrease) in:
Accounts payable 13,386 1,112
Refundable advance 123,322 -
Grants payable (117,151) 231,756
Funds held for agencies 1,552,283 1,701,712
Gift annuities payable 16,274 (37,435)
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES (737,250) 2,249,421
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment (25,584) (10,408)
Proceeds from sale of investments 11,105,156 15,625,382
Purchases of investments (10,495,944) (16,975,757)
NET CASH PROVIDED (USED) BY INVESTING ACTIVITIES 583,628 (1,360,783)
CHANGE IN CASH AND RESTRICTED CASH (153,622) 888,638
CASH AND RESTRICTED CASH, beginning 3,252,222 2,363,584
CASH AND RESTRICTED CASH, ending $ 3098600 3§ 3,252,222
Restricted: Endowed funds - grants & administration fees $ 1,876,424 § 1,485,526
Restricted: Non-endowed funds - grants & administrative fees 109,785 742,827
Restricted: Agency held funds (Endowed & Non-endowed) 375,496 452,948
Restricted: Charitable gift annuities 408 474
Total restricted cash 2,362,113 2,681,775
Cash - operations and administration 736,487 570,447
Total cash and restricted cash $ 3,098,600 $ 3,252,222

The accompanying notes are an integral part of these financial statements.
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CHAUTAUQUA REGION COMMUNITY FOUNDATION, INC.

NOTES TO FINANCIAL STATEMENTS

FOUNDATION BACKGROUND AND PURPOSE - Chautaugua Region Community Foundation, Inc.
(the Foundation) is a community foundation serving the greater Chautaugua County, New York region.
Founded in 1978, the Foundation is a means for donors to meet the charitable needs of the
community. The Foundation administers 772 individual funds, each established with an instrument of
gift describing either the general or specific purpose for which grants are to be made. The
Foundation's mission statement is to enrich the quality of life in the Chautauqua County, New York
region. The Foundation derives its operating revenue from endowment and non-endowment
management fees, grants from its own operating endowment fund and interest income from cash
balances. In 2019, the Foundation began administrating a nonprofit capacity building initiative known
as the Chautauqua Nonprofit Capacity Partnership (CNCP). This collaborative effort brings together
nine funders to share the expenses associated with supporting nonprofit leaders and organizations.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING - These financial statements have been prepared on the accrual
basis of accounting and accordingly reflects all significant receivables, payables, and other
liabilities.

BASIS OF PRESENTATION - The Foundation has adopted FASB Accounting Standards
Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958) - Presentation of Financial
Statements for Not-for-Profit Entities . As such, the Foundation reports information regarding its
financial position and activities according to two classes of net assets that are based upon the
existence or absence of donor restrictions: net assets without donor restrictions and net assets
with donor restrictions.

The Foundation's net assets without donor restrictions consist of the following classes:

Endowed: Contributions to the Foundation with the intention of the donor that the assets
remain in perpetuity with the Foundation. The Board intends to spend from these assets only
an amount allowable under its spending policy. The spending policy is established and
maintained by the Board at a level consistent with the donor's intention for assets to remain
in perpetuity.

Non-Endowed: Contributions to the Foundation with the intention of the donor that the assets
are spendable in their entirety.

Charitable Gift Annuities: Contributions to the Foundation in exchange for a partial tax
deduction and a lifetime stream of income to the donor. Upon death of the donor, any
residual assets are transferred to a new or existing endowment fund as directed by the donor
in a separate agreement.

Operations and Administration: Available assets used to provide for support services of the
Foundation and to produce income to offset administrative and operating expenses.




NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

CONTRIBUTIONS AND REVENUE RECOGNITION - Effective January 1, 2019, the
Foundation adopted the provisions of FASB Accounting Standards Update (ASU) No. 2018-08,
Not-for-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made . The standard provides guidance in evaluating
whether transactions should be accounted for as contributions or exchange transactions and
determining whether a contribution is conditional. Unconditional contributions of cash,
securities or other assets and unconditional promises to give, are recorded when received.
Conditional contributions and promises to give (i.e. those with a measurable performance or
other barrier and a right of return) are not recognized until the conditions on which they depend
are substantially met or explicitly waived by the donor. The provisions of the ASU have been
applied to contributions received in the accompanying financial statements under a modified
prospective basis. Accordingly, there was no effect on net assets upon implementation.

Contributions of securities and donated property and equipment are recorded at estimated fair
value at the date of donation. It is the Foundation's policy to liquidate contributions of securities
as soon as possible after receipt.

Contributions from a donor to establish a fund, whether endowed, non-endowed, or a charitable
gift annuity (CGA) are subject to a variance power provision established by the Foundation's
governing documents. This provision allows the Board of Directors to vary the use of funds if
the stated purpose of a fund becomes no longer applicable and therefore, incapable of
fulfiliment. Based on this, all contributions received by the Foundation are reported as
contributions without donor restrictions on the statements of activities and as net assets
without donor restrictions on the statements of financial position. Contributions received for
agency funds (Note 9) are not recorded as revenue of the Foundation.

INVESTMENTS - Investments in marketable equity securities with readily determinable fair
values and all investments in debt securities are stated at fair value as of the date of financial
position. Acquisitions of investments are recorded as cost, or if donated, at fair value on the
date of donation. For the components of investment return (loss) as reported in the statements
of activities, see Note 4. The Foundation adopted FASB Accounting Standards Updates (ASU)
No. 2016-01, Financial Instruments - Overall (Subtopic 825-10): Recognition and
Measurement of Financial Assets and Financial Liabilities and ASU No. 2018-03, Technical
Corrections and Improvements to Financial Assets and Financial Liabilities. ASU No. 2016-01
provides guidance for the recognition, measurement, presentation, and disclosure of financial
instruments. ASU No. 2018-03 clarifies certain aspects of the guidance in ASU No. 2016-01.
Both ASUs were applicable to the Foundation as of January 1, 2019. Application of the ASUs
did not result in any cumulative effect adjustment as of such date.

PAYCHECK PROTECTION PROGRAM (PPP) LOAN - The Foundation's policy is to account
for a loan received through the Small Business Administration (SBA) under the Coronavirus
Aid, Relief, and Economic Security (CARES) Act Paycheck Protection Program (PPP), as a
conditional contribution in accordance with FASB Accounting Standards Codification (ASC) 958-
605, Not-For-Profit Entities - Revenue Recognition. Management believes the loan represents,
in substance, a grant that is expected to be forgiven. As such, the loan/grant has been reported
as a refundable advance liability (see Note 7) at December 31, 2020, and will be recognized as
contribution revenue when all conditions are substantially met or explicitly waived. Any amount
of the loan/grant not forgiven by the SBA would be considered a loan and subject to repayment
in accordance with the terms of the PPP note.



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

INCOME TAXES - The Foundation is a not-for-profit organization, exempt from federal income
taxes under Section 501(c)(3) of the United States Internal Revenue Code. Contributions to
the Foundation are deductible under section 170(c) of the Code. The Foundation is not a
private foundation as described in Section 509(a) of the Code. The Foundation's federal and
state exempt organization returns for 2017 and later years are still open to examination,
generally for three years after filing.

FAIR VALUE MEASUREMENTS - The fair value of the Foundation's non-investment assets
and liabilities approximate their carrying values due to the short-term nature of the maturities
and expected collection or payment periods or because the terms are similar to market items.
See Note 4 for fair value measurement of investments.

CONTRIBUTED SERVICES - A substantial number of unpaid volunteers have made significant
contributions of their time to ensure the achievement of the Foundation’s mission as well as to
secure contributions and endowments in connection with the Foundation’s fund raising and
development endeavors. The value of this contributed time is not reflected in these statements
since it does not meet the recognition criteria.

CASH AND CASH EQUIVALENTS - For purposes of the statements of cash flows, the
Foundation considers all highly liquid investments purchased with a maturity of three months or
less to be cash equivalents. Cash and money market funds held as investments (Note 4), are
not considered as cash and cash equivalents for purposes of the statements of cash flows.

The Foundation adopted FASB Accounting Standard Updates (ASU) No. 2016-15, Statement
of Cash Flows (Topic 230) Classification of Certain Receipts and Cash Payments and No.
2016-18, Statement of Cash Flows (Topic 230) Restricted Cash, effective with its 2019 year.
Guidance under ASU No. 2016-15 is intended to reduce the diversity in practice in how certain
transactions are classified in the statement of cash flows. ASU No. 2016-18 guidance includes:
(1) how restricted cash should be presented in the statement; (2) showing the change in total
cash and restricted cash in the statement; (3) no longer requiring the presentation of transfers
between cash and restricted cash in the statement, and; (4) disclosure of the nature of
restrictions on cash.

PROMISES TO GIVE - Unconditional promises to give expected to be collected within one year
are recorded at net realizable value. Unconditional promises that are expected to be collected
in more than one year are recorded at estimated fair value, which is measured as the present
value of future cash flows. The discounts on those amounts are computed using risk-adjusted
interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contribution revenue.

Based on management's evaluation of the expected collectability of the promises to give, no
allowance for uncollectible promises to give was considered necessary at year-end.
Uncollectible promises are written-off as an expense in the year such determination is made.

GRANTS - Grants are recorded as an expense and are considered payable when approved by
the Board of Directors. All approved grants are to be paid in less than one year.

PROPERTY, EQUIPMENT AND DEPRECIATION - Property and equipment are stated at cost
or, if donated, at the estimated fair value at the date of donation and depreciated using the
straight-line method over estimated useful lives. The Foundation's policy is to capitalize most
acquisitions in excess of $1,000. At the discretion of management, technology acquisitions in
excess of $1,000 can be expensed or capitalized.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

USE OF ESTIMATES - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

ALLOCATION OF EXPENSES - The cost of providing for program, administrative, and
fundraising activities have been combined on the statements of activities. Note 12 to the
financial statements provides detail of the functional expenses allocated to these functions.
Expenses allocated to agency-held funds are excluded (see following and Note 9).

FUNDS HELD FOR AGENCIES - The Foundation accepts funds from, and holds certain assets
for the benefit of, other non-profit organizations and other entities. As previously noted, the
Foundation maintains variance power and also legal ownership of these agency funds. As
such, the assets of these funds are reported as assets of the Foundation, but with a
corresponding liability, Funds held for agencies, on the statements of financial position. All
activity attributable of these funds, including contributions, investment return and distributions,
is excluded from the Foundation's statements of activities. As described in the following
section, administrative fees charged by the Foundation on agency-held funds are recognized
as income of the Foundation on the statements of activities.

ADMINISTRATIVE FEES - The Foundation charges all funds a fee for managing and
administering the funds (Note 11). Fees charged to the endowed funds, non-endowed funds,
and charitable gift annuities are internal transfers of Foundation assets and are therefore are
not reflected as either revenue or expense on the statements of activities. Only the fees
charged to agency-held funds are reported as income on statements of activities.

NOTE 2 - UNCONDITIONAL PROMISES TO GIVE

The present value of estimated future cash flows for unconditional promises to give, calculated
on a discount rate of 7.7% and 7.9% at December 31, 2020 and 2019, and expected payment
periods, are as follows:

2020 2019
Less than one year $ 161,208 $ 190,374
One through five years 139,780 249,056
300,988 439,430

Less: unamortized discounts (30,182) (54,869)

3 270806 % 384,561
The promises to give at year-end were for the following funds:
Agency-held - National Comedy Center $ 270,988 $ 378,102
Endowed community service - Fund for the Region 30,000 60,000
Endowed designated - RHJ Center/Greg Peterson Fund - 1,328

3 300988 % 439,430




NOTE 3 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

The Foundation regularly reviews its financial position and operations, including liquidity
required to meet general expenditures, liabilities, and obligations that may come due. General
expenditures are considered to include expenses routinely incurred in management and
general, fundraising, and program services (i.e. management of scholarships and grant making
functions). The Foundation financial assets available for meeting general expenditures include
cash and investments. Cash is maintained in either an insured checking account or in an over-
night sweeps account. It is the Foundation's policy to maintain an available cash balance to
cover six months of general operating expenses. The investments are part of the overall
investment portfolio of the Foundation and are thus managed in accordance with the
Foundation's investment policies.

Financial assets available within one year of December 31 to meet general expenditures, are
as follows:

2020 2019
Cash and cash equivalents $ 736,486 % 570,447
Investments 3,453,453 3,185,045
Financial assets available 3 4.189.939 3 3,755,492

In addition to these financial assets available for general expenditures, the Foundation will have
available on a quarterly basis, the administrative fees charged to the funds (Note 1). Such fees
are available to be used for general expenditures.

NOTE 4 — INVESTMENTS

Investments are under the custody of two financial institutions. The Foundation uses a
registered investment adviser to assist in managing the overall investment portfolio and
investment process. The Foundation has a diversified endowment investment portfolio with
targeted asset allocations consisting of 20% fixed income, 45% large cap equities, 16%
international equities, 11% small-cap equities, 5% global real estate, and 3% commaodities.

2020 2019

Types of investments:

Cash and money market funds $ 379,277 % 2,199,201
Equities - individual common stock 9,853,676 8,736,484
Mutual funds - equities 80,642,035 69,166,716
Mutual funds - global real estate 5,431,165 5,607,460
Collateralized mortgage obligations (CMOs) 14,202 13,861
Mutual funds - fixed income 22,532,278 21,211,634

$ 118852633 $ 106,935,356

In 2017, the Foundation purchased $1,500,000 of income participating notes offered by New
York Income Partners, IV, LLC. The proceeds of the offering were invested in short-term
commercial loans secured directly or indirectly by real estate. The notes mature December 31,
2021, and paid monthly interest of 8%. Note holders were also entitled to receive an additional
interest payment equal to 20% of the LLC's adjusted net income, payable annually on a pro
rata basis. The notes may be redeemed one year after issuance subject to the terms and
conditions of the offering. In October 2019, the Foundation redeemed its investment, less a 5%
redemption fee of $75,000.
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NOTE 4 — INVESTMENTS, continued

Accounting principles generally accepted in the United States of America establish a framework
of measuring fair value. That framework provides a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The three levels of the hierarchy are
described below:

Level 1 (Highest Priority) - Inputs to valuation are unadjusted quoted prices for identical assets
or liabilities in active markets.

Level 2 - Inputs to valuation include quoted prices for similar assets or liabilities in active
markets; quoted prices for identical or similar assets or liabilities in inactive markets; inputs
other than quoted prices that are observable for the asset or liability; and inputs that are derived
principally from or corroborated by observable market data by correlation or by other means.

Level 3 (Lowest Priority) - Inputs to the valuation that are unobservable and significant to the
fair value measurement.

An asset or liability's fair value measurement level within the hierarchy is based on the lowest
level of any input that is significant to the fair value measurement.

Valuation methods used for measuring fair value of investments:

Money market funds/mutual funds/CMOs - Valued at net asset value (NAV) of shares on the
last trading day of the calendar year, which is the basis for transactions at that date.

Equities (individual common stock) - Valued at closing price of shares on the last trading day of
the calendar year, which is the basis for transactions at that date.

Income participating notes - Valued at the original purchase price of the notes, plus any
accrued interest. Inputs are unobservable and there is no active market.

Investments were measured, on a recurring basis, within the fair value hierarchy as follows:

2020 2019
Measured using Level 1 inputs:
Money market funds 3 379,277 $ 2,199,201
Equities - individual common stock 9,853,676 8,736,484
Mutual funds (all) 108,605,478 95,985,810
CMOs 14,202 13,861

$ 118852633 $ 106,935356

There were no investments measured using Level 2 or Level 3 inputs. There have been no
changes to the methods used at December 31, 2020 and 2019.

Summary of changes in income participating notes, a Level 3 investment during 2019:

2019
Balance, beginning $ 1,501,000
Sales (1,501,000)

Balance, ending $

Due to investment market fluctuations and changes in the composition of the Foundation's
investments, the fair value of the Foundation's investments on any date after December 31,
2020, could differ significantly from the reported fair value of the Foundation's investments held
at December 31, 2020.
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NOTE 4 — INVESTMENTS, continued

Investment return (loss) as reported on the statements of activities:

2020 2019
Interest, dividends, and capital gain distributions $ 1,650,646 § 2,115,860
Net realized gains (losses) 2,507,140 3,187,206
Net unrealized gains (losses) 8,728,040 12,902,006
Investment management fees - external (105,592) (154,796)

$ 12780234 $ 18,050,276

NOTE 5 - CASH SURRENDER VALUE OF LIFE INSURANCE

The Foundation is the owner and beneficiary of a variable life insurance policy. At December
31, 2020 and 2019, the cash surrender value as provided by the insurer was $32,412 and
$27,749, respectively.

NOTE 6 — PROPERTY AND EQUIPMENT

2020 2019
Office equipment and furnishings $ 85,627 $ 76,114
Building 587,879 576,523
Land 18,500 18,500
692,006 671,137
Less accumulated depreciation 349,862 327,837
$ 342,144 3 343,300

Depreciation expense was $26,741 and $25,476 for 2020 and 2019, respectively.
NOTE 7 - REFUNDABLE ADVANCE

In May 2020, the Foundation received an unsecured Paycheck Protection Program (PPP) loan
of $123,322. As discussed in Note 1, the Foundation has accounted for such loan as a
refundable advance (i.e. conditional contribution). In 2020, the Foundation incurred eligible
expenses within the designated period in excess of the loan. On April 7, 2021, the Foundation
received notification of the Small Business Administration's forgiveness of the entire loan and
interest of $1,115. Interest on the loan through December 31, 2020 has not been reflected in
the financial statements, as it is not considered material.
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NOTE 8 —~ GIFT ANNUITIES PAYABLE

A charitable gift annuity (split-interest agreement) is a combination of a gift and an annuity. ltis
a contract between the Foundation and the individual, referred to as the donor. The donor
transfers property (cash or securities) to the Foundation and the Foundation promises to pay a
given amount at the end of each selected payment period to one annuitant for life or two
annuitants for both lives. The Foundation maintains a segregated diversified investment
portfolio of equity and fixed income mutual funds and also a bank checking account for the
annuities payable. The fair value of the investments (Note 4) and the bank balance for the
annuities was $584,278 and $509,745 at December 31, 2020 and 2019, respectively. These
amounts both exceeded the minimum required reserves and assets.

The liability for gift annuities payable is recorded at the present value of future cash flows,
using discount rates from 4% to 9%, and are expected to be paid to the designated beneficiary
or beneficiaries. At the end of the agreement, any remaining assets will become available to
the Foundation or as designated by the annuitant. At December 31, 2020 and 2019, there were
twelve and eleven annuities, respectively.

At December 31, 2020 and 2019, the estimated gift annuities payable was $207,361 and
$191,087, respectively.

In February 2019, an annuitant of eleven contracts passed away. In accordance with the
contracts, assets of $65698 were transferred into various agency-held, scholarship, and
endowment funds in 2019.

NOTE 9 - FUNDS HELD FOR AGENCIES

Activity related to funds held for agencies (see Note 1), was as follows:

2020 2019
Contributions $ 570,497 % 512,226
Investment return (loss), net of investment fees 1,464,771 1,882,669
Grants (391,862) (390,311)
Administrative fees (Note 11) (91,148) (86,607)
Returned grants and other income - 50
Change for year 1,552,258 1,918,027
Fund held for agencies, beginning 11,083,125 9,381,413
Transfers in (out), net 25 (216,315)
Funds held for agencies, ending $ 12635408 $ 11,083,125

Transfers occur when donor-established fund restrictions are released. In 2020, a community
service fund transferred $25 to an agency endowment fund. In 2019, an agency endowed fund
valued at $244,842 was reclassified as a scholarship fund. Aiso in 2019, the residual balance
from terminated charitable gift annuities of $28,527 was transferred to agency funds.
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NOTE 10 — RETIREMENT PLAN

The Foundation maintains a contributory defined contribution retirement plan covering eligible
employees. The Foundation contributes 6% of gross salary, with an additional 3% if an eligible
employee contributes a minimum of 3%. Foundation contributions were $42,359 and $40,479

for 2020 and 2019, respectively.

NOTE 11 - ADMINISTRATIVE FEES CHARGED TO FUNDS

The Foundation charges all funds under its management a quarterly and/or contribution
received administrative fee. The quarterly fees vary from 0.9% to 2.0% depending on the type
of fund and are based on the prior quarter market value of each fund. Also, non-endowed
donor-advised funds are charged a fee of 3% on all contributions received. Only the
administrative fees from agency-held funds are recorded as income on the statements of

activities.

Administrative fees by fund type:

2020 2019
Endowed funds $ 1,120,096 $ 1,011,018
Non-endowed funds 64 4,696
Charitable gift annuities 4,456 4,223
1,124,616 1,019,937
Agency-held funds 91,148 86,607
$ 1215764 % 1,106,544
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NOTE 12 - FUNCTIONAL EXPENSES

Expenses are summarized and categorized based upon their functional classification as either
program or supporting services. Specific expenses that are readily identifiable to a single
program or activity are charged directly to that function. Certain categories of expenses are
attributable to more than one program or supporting function. Therefore, these expenses
require allocation on a reasonable basis that is consistently applied. The expenses that are
allocated include office, occupancy, salaries and benefits which are allocated on the basis of

estimates of time and effort.

Expenses have been allocated as follows:

2020
Program
Services Administrative  Fundraising Total
Salaries and benefits $ 162,397 $ 282906 $ 199,130 644,433
Depreciation - 26,741 - 26,741
Repairs and maintenance 1,364 10,091 1,797 13,252
Occupancy costs 1,866 25,951 2,459 30,276
Office expenses 5,699 7,368 7,123 20,190
Promotion and development - - 39,408 39,408
Professional and consulting 40,679 61,742 53,600 156,021
Miscellaneous 4074 12,439 5,369 21,882
$ 216079 $ 427238 $ 308,886 952,203
2019
Program
Services Administrative  Fundraising Total
Salaries and benefits $ 155038 $ 270086 $ 190,106 615,230
Depreciation - 25,476 - 25,476
Repairs and maintenance 1,358 6,500 1,789 9,647
Occupancy costs 1,726 26,270 2,274 30,270
Office expenses 4211 5,363 5,185 14,759
Promotion and development - - 78,515 78,515
Professional and consulting 115,570 53,569 13,663 182,802
Miscellaneous 5615 10,000 4,685 20,300
$ 283518 $ 397264 $ 296217 976,999
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NOTE 13 - ENDOWMENT FUNDS

Interpretation of Relevant Law

Prior to the New York Prudent Management of Institutional Funds Act (NYPMIFA) of 2010, the
Board of Directors of the Foundation had interpreted the New York State Not-for-Profit
Corporation Law as allowing the appropriation for expenditure, for the uses and purposes for
which an endowment fund was established, so much of the net appreciation (realized and
unrealized) in the fair value of the assets of an endowment fund over the historic dollar value of
a fund is as prudent. In accordance with the provisions of NYPMIFA, the Foundation now may
make expenditures over the historic dollar value of the fund for such funds established prior to
the enactment of NYPMIFA only upon the express approval of the original donors (if such
donors can be reasonably identified and reasonable attempts are made to contact them).

Return Objectives and Risk Parameters

The Foundation has adopted investment polices for endowment assets that attempt to provide
a predictable stream of funding to programs supported by its endowments while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include donor-
restricted funds that the Foundation must hold in perpetuity or board-designated funds. Under
these polices, as approved by the Board of Directors, the endowment assets are invested in a
manner that is intended to preserve capital, considering the impact of inflation, strive for
consistent annual total returns, achieve long-term total returns which meet or exceed inflation,
provide spending for operations and grants, and earn the highest possible return given the risk
tolerance established by the Foundation. The Foundation expects its endowment funds, over
time, to provide an average rate of return of approximately 8% annually. Actual return in any
give year may vary from this rate.

Strategies Employed for Achieving Return Objectives

To achieve 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 that places a greater emphasis on equity-based investments to achieve its long-
term return objectives within prudent risk constraints.

Spending Policies

The Foundation's spending policies calculates the amount of money annually distributed from
the Foundation's various endowed funds for grant making and administration. The grant
spending policy is to distribute an amount equal to board approved percentages ranging from
3.5% to 4.35%, depending on the fund type. Such percentages are applied to the rolling twenty
quarter market value average at September 30" for deterring the subsequent calendar year
grant spending. The overall oversight of the grant making function is the responsibility of the
Board of Directors. It is the Board's duty to review and approve all grant and scholarship
disbursements as recommended by the appropriate committees and/or individuals.

The administrative spending policy is calculated quarterly based on the previous quarter's fund
balance multiplied by a fee rate. These rates vary by fund type relative to the amount of
administration required to fulfill the fund’s charitable purpose. Annualized rates are 0.90% for
all fund types except scholarship funds which are set at 1.50%.
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NOTE 13 —~ ENDOWMENT FUNDS, continued

Spending Policies, continued

Over the long term, the Foundation expects its current investment and spending policies to
allow its endowment assets to grow at an average annual rate of 3%. This is consistent with the
Foundation's objective to maintain the purchasing power of endowment assets as well as to
provide additional real growth through new gifts and investment return.

Funds with Deficiencies

From time-to-time, the fair value of assets associated with individual endowment funds may fall
below the historical gift value. There were no such deficiencies at December 31, 2020 or 2019.

Under NYPMIFA law, some donors have expressly consented to expending so much from their
endowment fund (including all or part of the original dollar value of gifts) as determined to be
prudent by the Foundation. While the Foundation presently does not think it is prudent to
expend below a fund's historic dollar value, the Foundation believes that it is wise to preserve
that option should the Foundation be faced with unforeseen circumstances. Other donors
expressly opposed expending from their endowment fund below the original dollar value of
gifts, and to only expend the income and appreciation over the original dollar value if it is
considered prudent by the Foundation.

NOTE 14 - CONCENTRATION OF RISK

The Foundation conducts its operations mainly in Chautauqua County of western New York
State. As such, future contributions to the Foundation are subject to risk from changes in the
local economic conditions.

The Foundation maintains its cash balances in one financial institution. At December 31, 2020
and 2019, the Organization's cash balances did not exceed federally insured limits. However,
the Foundation has entered into a repurchase agreement, whereby their main checking
account sweeps overnight into an account that is invested in Government National Mortgage
Association (GNMA) backed pass-through securities. These securities are not insured by the
FDIC. At December 31, 2020 and 2019, the balances were $3,112,257 and $3,530,221,
respectively.

NOTE 15 - SUBSEQUENT EVENTS

Management has evaluated events and transactions through April 13, 2021, which is the date
the financial statements were available to be issued.

The ongoing COVID-19 pandemic is having significant global economic and social impacts.
The overall short-term and long-term effect on the Foundation's future financial position and
operations cannot be determined.
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