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Independent Auditor's Report

To the Board of Directors
Northwestern Michigan College Foundation

We have audited the accompanying financial statements of Northwestern Michigan College Foundation (the
"Foundation"), which comprise the statement of financial position as of June 30, 2021 and 2020 and the related
statements of activities and changes in net assets and cash flows for the year then ended, and the related notes
to the financial statements. 

Management’s Responsibility for the Financial Statements

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

Auditor’s 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 audits to obtain reasonable assurance about whether the financial
statements are free from material misstatement.  

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Northwestern Michigan College Foundation as of June 30, 2021 and 2020 and the change in its net
assets and its cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

October 11, 2021
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Northwestern Michigan College Foundation

Statement of Financial Position
June 30, 2021 and 2020

2021 2020

Assets

Cash and cash equivalents $ 7,468,832 $ 6,045,962
Investments (Note 4) 52,589,579 41,051,581
Receivables - Net of allowances (Note 3) 3,517,372 2,533,006
Cash surrender value of life insurance 532,949 486,007
Prepaid expenses and other assets 6,106 19,910

Total assets $ 64,114,838 $ 50,136,466

Liabilities and Net Assets

Liabilities
Accounts payable $ 24,662 $ 14,677
Payable to Northwestern Michigan College (Note 5) 2,772,812 2,189,544
Split-interest agreements payable 74,082 76,683
Deferred revenue 100,514 91,876

Total liabilities 2,972,070 2,372,780

Net Assets
Without donor restrictions 5,471,633 4,294,908

With donor restrictions 55,671,135 43,468,778

Total net assets 61,142,768 47,763,686

Total liabilities and net assets $ 64,114,838 $ 50,136,466

See notes to financial statements. 3



Northwestern Michigan College Foundation

Statement of Activities and Changes in Net Assets
Years Ended June 30, 2021 and 2020

2021 2020

Without Donor
Restrictions

With Donor
Restrictions Total

Without Donor
Restrictions

With Donor
Restrictions Total

Revenue, Gains, and Other Support
Contributions $ 933,004 $ 4,274,839 $ 5,207,843 $ 335,468 $ 1,813,361 $ 2,148,829
In-kind donations 473,572 39,176 512,748 489,486 90,860 580,346
Special event revenue - Net - 309,228 309,228 - 268,430 268,430
Net realized and unrealized gains (losses)

on investments 1,269,092 9,723,673 10,992,765 50,043 (518,651) (468,608)
Investment income 89,914 836,210 926,124 142,984 878,648 1,021,632
Change in value of split-interest

agreements - 38,577 38,577 - (5,515) (5,515)

Net assets released from restrictions 2,964,957 (2,964,957) - 3,731,152 (3,731,152) -

Total revenue, gains, and
other support 5,730,539 12,256,746 17,987,285 4,749,133 (1,204,019) 3,545,114

Expenses
Program services 3,361,851 - 3,361,851 3,666,233 - 3,666,233

Support services:
Management and general 40,764 - 40,764 63,345 - 63,345

Fundraising 1,205,588 - 1,205,588 1,214,824 - 1,214,824

Total support services 1,246,352 - 1,246,352 1,278,169 - 1,278,169

Total expenses 4,608,203 - 4,608,203 4,944,402 - 4,944,402

Increase (Decrease) in Net Assets - Before
transfers 1,122,336 12,256,746 13,379,082 (195,269) (1,204,019) (1,399,288)

Transfers 54,389 (54,389) - 27,752 (27,752) -

Increase (Decrease) in Net Assets 1,176,725 12,202,357 13,379,082 (167,517) (1,231,771) (1,399,288)

Net Assets - Beginning of year 4,294,908 43,468,778 47,763,686 4,462,425 44,700,549 49,162,974

Net Assets - End of year $ 5,471,633 $ 55,671,135 $ 61,142,768 $ 4,294,908 $ 43,468,778 $ 47,763,686

See notes to financial statements. 4



Northwestern Michigan College Foundation

Statement of Cash Flows
Years Ended June 30, 2021 and 2020

2021 2020

Cash Flows from Operating Activities
Increase (decrease) in net assets $ 13,379,082 $ (1,399,288)
Adjustments to reconcile increase (decrease) in net assets to net cash and

cash equivalents from operating activities:
Bad debt expense 49,245 31,867
Change in value of split-interest agreements 6,979 5,515
Change in cash surrender value of life insurance (46,942) (39,154)
Net realized and unrealized (gain) loss on investments (10,992,765) 468,608
Contributions restricted for long term-investment (1,826,597) (635,588)
Changes in operating assets and liabilities that (used) provided cash

and cash equivalents:
Receivables (1,033,611) 3,052,833
Prepaid expenses and other assets 13,804 (14,816)
Accounts payable 9,985 4,741
Payable to Northwestern Michigan College 583,268 1,296,919
Deferred revenue 8,638 11,274

Net cash and cash equivalents provided by operating
activities 151,086 2,782,911

Cash Flows from Investing Activities
Proceeds from sales of investments 8,947,552 851,992
Purchase of investments (9,492,785) (1,782,390)

Net cash and cash equivalents used in investing activities (545,233) (930,398)

Cash Flows from Financing Activities
Cash contributions for endowments 1,826,597 635,588
Payments to split-interest beneficiaries (9,580) (9,274)

Net cash and cash equivalents provided by financing
activities 1,817,017 626,314

Net Increase in Cash and Cash Equivalents 1,422,870 2,478,827

Cash and Cash Equivalents - Beginning of year 6,045,962 3,567,135

Cash and Cash Equivalents - End of year $ 7,468,832 $ 6,045,962

See notes to financial statements. 5



Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 1 - Nature of Business

Northwestern Michigan College Foundation (the "Foundation") was incorporated on July 8, 1981. The
Foundation was organized to provide support exclusively for the objectives and purposes of Northwestern
Michigan College (the "College") and to augment the facilities of the College in such a manner as may be
designated by its board of directors, whose members are appointed by the College's board of trustees,
creating a voting majority. The Foundation is a discretely presented component unit of the College. All
distributions made out of the Foundation, other than normal operating expenses, are to be made to or for
the benefit of the College. Upon dissolution of the Foundation, its remaining assets will be distributed to
the College.  

Note 2 - Significant Accounting Policies

Basis of Presentation 

The financial statements of the Foundation have been prepared on the basis of generally accepted
accounting principles (GAAP). 

Classification of Net Assets 

Net assets of the Foundation are classified based on the presence or absence of donor-imposed
restrictions.

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions or for
which the donor-imposed restrictions have expired or been fulfilled. Net assets in this category may be
expended for any purpose in performing the primary objectives of the Foundation. 

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the
Foundation or by the passage of time. Other donor restrictions are perpetual in nature, where the donor
has stipulated the funds be maintained in perpetuity. 

The Foundation has interpreted donor restrictions to also include related earnings as restricted for the
intended purpose of the original donation.

Contributions 

Contributions of cash and other assets, including unconditional promises to give in the future and in-kind
contributions, are reported as revenue when received, measured at fair value. Donor promises to give in
the future are recorded at the present value of estimated future cash flows. Contributions resulting from
split-interest agreements, measured at the time the agreements are entered, are based on the difference
between the fair value of the assets received or promised and the present value of the obligation to the
third-party recipient(s) under the contract.

Contributions without donor-imposed restrictions and contributions with donor-imposed time or purpose
restrictions that are met in the period in which the gift is received are both reported as contributions
without donor restrictions. 

The Be What's Possible campaign, which began in fiscal year 2016, ended during the 2021 fiscal year.
There was approximately $5.7 million and $2.4 million of contributions received as part of this campaign
during the 2021 and 2020 fiscal years, respectively.

Contributions receivable that are expected to be collected within one year are recorded at net realizable
value. Unconditional promises to give that are expected to be collected in future years are recorded at the
present value of their estimated future cash flows. The discounts on those amounts are computed using
risk-free interest rates applicable to the years in which the promises are received. Amortization of the
discounts is included in contribution revenue. An allowance for uncollectible contributions is provided
when evidence indicates amounts promised by donors may not be collectible.
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 2 - Significant Accounting Policies (Continued)

Cash and Cash Equivalents 

The Foundation considers all investments with an original maturity of three months or less when
purchased to be cash equivalents. 

Investment Valuation and Income Recognition 

Investments held by the Foundation are stated at fair value. Fair value is defined as the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. See Note 4 for further discussion of fair value measurements.

Investment income or loss and unrealized gains and losses are included in the statement of activities and
changes in net assets as increases or decreases in net assets without donor restrictions unless income
or loss is restricted by donor or law. Realized gains or losses on investments sold are determined using
the specific identification method. Included in investment income is commission and administrative fees
related to investment management totaling approximately $100,000 for the years ended June 30, 2021
and 2020.

Risks and Uncertainties 

The Foundation invests in various investment securities. Investment securities are exposed to various
risks, such as interest rate, market, and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment securities
will occur in the near term and that such changes could materially affect participants' account balances
and the amounts reported in the financial statements.

Deferred Revenue 

Deferred revenue consists of advance receipts for the Foundation’s annual fundraiser in August.

Functional Expenses 

Costs of providing the program and support services have been reported on a functional basis in the
statement of activities and changes in net assets. Costs are reported between the various programs and
support services on a direct basis.

Net Asset Transfers 

During the years ended June 30, 2021 and 2020, net assets were transferred between net assets with
donor restrictions and net assets without donor restrictions as the result of further analysis of documents
and donor classifications on contributions received by the Foundation in prior and current years.

Income Taxes 

The Foundation is a not-for-profit corporation and is exempt from tax under the provisions of Internal
Revenue Code Section 501(c)(3). 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 2 - Significant Accounting Policies (Continued)

Upcoming Accounting Pronouncement 

In September 2020, the Financial Accounting Standards Board issued Accounting Standards Update No.
2020-07, Presentation and Disclosures by Not for Profit Entities for Contributed Nonfinancial Assets. The
ASU provides for additional disclosures to support clearer financial information about important noncash
contributions charities and other not-for-profit organizations receive, known as gifts in kind (GIKs).
Contributed nonfinancial assets will be reported by category within the financial statements, and there will
be additional disclosures included for each category, including whether the nonfinancial assets were
monetized or used during the reporting period, the policy for monetizing nonfinancial contributions, and a
description of the fair value techniques used to arrive at a fair value measurement. The new guidance will
be effective for the Foundation’s year ending June 30, 2022 and will be applied using the retrospective
method.

Subsequent Events 

The financial statements and related disclosures include evaluation of events up through and including
October 11, 2021, which is the date the financial statements were available to be issued.

Note 3 - Contributions Receivable

Included in contributions receivable are several unconditional promises to give generated from a capital
campaign. They are included as follows:

2021 2020

Gross promises to give before unamortized discount $ 3,764,252 $ 2,703,710
Less allowance for uncollectible contributions (25,000) (15,000)
Less allowance for net present value discount (221,880) (155,704)

Net contributions receivable $ 3,517,372 $ 2,533,006

Amounts due in:
Less than one year $ 1,163,712 $ 865,335
One to five years 2,353,660 1,667,671

Total $ 3,517,372 $ 2,533,006

Note 4 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the financial
statements and provide a framework for establishing that fair value. The framework for determining fair
value is based on a hierarchy that prioritizes the inputs and valuation techniques used to measure fair
value.

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
Foundation has the ability to access. 

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. 

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management’s own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset.  
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 4 - Fair Value Measurements (Continued)

In instances where inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Foundation’s assessment of the significance of particular inputs to these
fair value measurements requires judgment and considers factors specific to each asset. 

Investments that are measured at fair value using net asset value per share (or its equivalent) as a
practical expedient are not classified in the fair value hierarchy below.

The following tables present information about the Foundation’s assets measured at fair value on a
recurring basis at June 30, 2021 and 2020 and the valuation techniques used by the Foundation to
determine those fair values:

Assets Measured at Fair Value on a Recurring Basis
at June 30, 2021

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Balance at
June 30, 2021

Assets
Mutual funds:

Domestic equity $ 36,842,352 $ - $ 36,842,352
Fixed income 3,881,522 - 3,881,522
Money market mutual funds 188,340 - 188,340

Total mutual funds 40,912,214 - 40,912,214

Fixed income:
U.S. Treasury securities 3,792,717 - 3,792,717
Corporate bonds - 3,486,082 3,486,082

Total fixed income 3,792,717 3,486,082 7,278,799

Total $ 44,704,931 $ 3,486,082 48,191,013

Investments measured at net asset value:
Private equity 2,569,851
Real estate 771,468
Multistrategy 1,057,247

Total investments measured at NAV 4,398,566

Total assets $ 52,589,579
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 4 - Fair Value Measurements (Continued)

Assets Measured at Fair Value on a Recurring Basis
at June 30, 2020

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Balance at
June 30, 2020

Assets
Mutual funds:

Domestic equity $ 16,239,137 $ - $ 16,239,137
International equity 9,058,369 - 9,058,369
Alternative strategies 5,665,270 - 5,665,270
Money market mutual funds 39,097 - 39,097

Total mutual funds 31,001,873 - 31,001,873

Fixed income:
U.S. Treasury securities 3,901,201 - 3,901,201
Corporate bonds - 6,148,507 6,148,507

Total fixed income 3,901,201 6,148,507 10,049,708

Total assets $ 34,903,074 $ 6,148,507 41,051,581

Investments measured at NAV -

Total assets $ 41,051,581

Investments in Entities that Calculate Net Asset Value per Share

The Foundation holds shares or interests in investment companies at year end where the fair value of the
investment held is estimated based on the net asset value per share (or its equivalent) of the investment
company.

June 30, 2021 June 30, 2021

Fair Value
Unfunded

Commitments

Redemption
Frequency, if

Eligible
Redemption

Notice Period

Private equity funds $ 2,569,851 $ 821,941
Monthly or
quarterly Quarterly

Real estate fund 771,468 - Monthly Monthly
Multistrategy hedge fund 1,057,247 - Monthly Semi-annual

Total $ 4,398,566 $ 821,941

The multistrategy funds class invests in funds that pursue multiple strategies to diversify risks and reduce
volatility. The fair values of the investments in this class have been estimated using the net asset value
per share of the investments. 

The real estate fund invests directly into a diverse portfolio of private real estate. The fair values of the
investments in this class have been estimated using the net asset value per share of the investments. 

The private equity funds class includes several private equity funds that invest in a diverse portfolio of
companies. The fair values of the investments in this class have been estimated using the net asset value
per share of the investments. 
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 5 - Related Party Transactions

Northwestern Michigan College is a public higher education institution offering a broad array of programs.
During the years ended June 30, 2021 and 2020, the Foundation made payments to the College in the
amount of $5,323,289 and $3,549,834, respectively, primarily for scholarships, foundation expenses, and
college programs. Amounts payable to the College were $2,772,812 and $2,189,544 at June 30, 2021
and 2020, respectively. The College also provides personnel services to the Foundation. These
personnel services are measured by the Foundation at the cost recognized by the College for the
personnel providing those services. Amounts totaling $473,572 and $489,486 for such services for
supervisory and clerical staff provided by the College to the Foundation are included in contributions
without donor restrictions for 2021 and 2020, respectively, of which $25,850 and $40,730 is included in
management and general expenses for 2021 and 2020, respectively, while $447,722 and $448,756 is
included in fundraising expenses for 2021 and 2020, respectively.

Note 6 - Split-interest Agreements

The Foundation is party to split-interest agreements with certain donors. Under the agreements, the
donor contributed funds to the Foundation. Investments related to these gift annuities were $168,646 and
$132,670 at June 30, 2021 and 2020, respectively. As a condition of accepting the gift, the Foundation is
required to pay a specified amount each year to the donors or a designated beneficiary until his or her
death. Payments to beneficiaries were $9,580 and $9,274 in 2021 and 2020, respectively. Upon the
death of the beneficiaries, the remaining funds become the property of the Foundation. Obligations under
the split-interest agreements represent the present value of future payments required to be paid to
beneficiaries under the agreements. The present value is computed based on the normal life expectancy
of the beneficiaries, using discount rates ranging from 1.8 percent to 7.0 percent. 

Note 7 - Net Assets

Net assets without donor restrictions consist of the following as of June 30:

2021 2020

Board-designated net assets $ 1,503,480 $ 1,250,411
Undesignated net assets 3,968,153 3,044,497

Total net assets without donor restrictions $ 5,471,633 $ 4,294,908

Net assets with donor restrictions as of June 30 are available for the following purposes:

2021 2020

Subject to expenditures for a specified purpose or the passage of time:
University Center $ 2,117,453 $ 1,683,130
Programs and scholarships 28,877,869 20,625,041
Dennos Museum 8,264,830 6,478,732
Great Lakes Campus 1,035 1,035

Total subject to expenditures for a specified purpose or the
passage of time 39,261,187 28,787,938

Not subject to appropriation or expenditure:
Endowment - Programs and scholarships 12,173,825 10,472,915
Endowment - Dennos Museum Center 4,236,123 4,207,925

Total not subject to appropriation or expenditure 16,409,948 14,680,840

Total net assets with donor restrictions $ 55,671,135 $ 43,468,778
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 8 - Donor-restricted and Board-designated Endowments

The Foundation's endowment includes both donor-restricted endowment funds and funds designated by
the board of directors to function as endowments. Net assets associated with endowment funds, including
funds designated by the board of directors to function as endowments, are classified and reported based
on the existence or absence of donor-imposed restrictions.

Interpretation of Relevant Law

The Foundation is subject to the State Prudent Management of Institutional Funds Act (SPMIFA) and,
thus, classifies amounts in its donor-restricted endowment funds as net assets with donor restrictions
because those net assets are time restricted until the board of directors appropriates such amounts for
expenditures. Most of those net assets also are subject to purpose restrictions that must be met before
reclassifying those net assets to net assets without donor restrictions. The board of directors of the
Foundation had interpreted SPMIFA as not requiring the maintenance of purchasing power of the original
gift amount contributed to an endowment fund, unless a donor stipulates the contrary. As a result of this
interpretation, when reviewing its donor-restricted endowment funds, the Foundation considers a fund to
be underwater if the fair value of the fund is less than the sum of (a) the original value of initial and
subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are required to
be maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. The
Foundation has interpreted SPMIFA to permit spending from underwater funds in accordance with the
prudent measures required under the law. Additionally, in accordance with SPMIFA, the Foundation
considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

 The duration and preservation of the fund

 The purpose of the Foundation and the donor-restricted endowment fund

 General economic conditions

 The possible effect of inflation and deflation

 The expected total return from income and the appreciation of investments

 Other resources of the Foundation

 The investment policies of the Foundation

Endowment Net Asset Composition by Type of Fund
as of June 30, 2021

Without Donor
Restrictions

With Donor
Restrictions Total

Board-designated endowment funds $ 1,503,480 $ - $ 1,503,480
Donor-restricted endowment funds:

Original donor-restricted gift amount and amounts
required to be maintained in perpetuity by the
donor - 16,409,948 16,409,948

Accumulated investment gains - 12,099,536 12,099,536

Total $ 1,503,480 $ 28,509,484 $ 30,012,964
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 8 - Donor-restricted and Board-designated Endowments (Continued)

Changes in Endowment Net Assets for the Fiscal
Year Ended June 30, 2021

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ 1,250,411 $ 21,045,227 $ 22,295,638

Investment return:
Investment income 2,881 543,554 546,435

Net appreciation (realized and unrealized) 30,735 5,828,506 5,859,241

Total investment return 33,616 6,372,060 6,405,676

Contributions 224,067 1,826,597 2,050,664
Appropriation of endowment assets for expenditure (4,614) (675,310) (679,924)

Other changes - Transfers - (59,090) (59,090)

Endowment net assets - End of year $ 1,503,480 $ 28,509,484 $ 30,012,964

Endowment Net Asset Composition by Type of Fund
as of June 30, 2020

Without Donor
Restrictions

With Donor
Restrictions Total

Board-designated endowment funds $ 1,250,411 $ - $ 1,250,411
Donor-restricted endowment funds:

Original donor-restricted gift amount and amounts
required to be maintained in perpetuity by the
donor - 14,680,840 14,680,840

Accumulated investment gains - 6,364,387 6,364,387

Total $ 1,250,411 $ 21,045,227 $ 22,295,638

Changes in Endowment Net Assets for the Fiscal
Year Ended June 30, 2020

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ 1,203,702 $ 20,789,746 $ 21,993,448

Investment return:
Investment income 4,141 782,564 786,705

Net depreciation (realized and unrealized) (2,659) (537,915) (540,574)

Total investment return 1,482 244,649 246,131

Contributions - 635,588 635,588
Appropriation of endowment assets for expenditure (4,000) (603,229) (607,229)

Other changes - Transfers 49,227 (21,527) 27,700

Endowment net assets - End of year $ 1,250,411 $ 21,045,227 $ 22,295,638
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 8 - Donor-restricted and Board-designated Endowments (Continued)

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fall below the level that the donor or SPMIFA requires the Foundation to retain as a fund of perpetual
duration. Deficiencies of this nature exist in 2 and 10 donor-restricted endowment funds as of June 30,
2021 and 2020, respectively, which together have an original gift value of $35,477 and $590,389, a
current fair value of $8,735 and $541,161, and a deficiency of $26,742 and $49,228 as of June 30, 2021
and 2020, respectively. These deficiencies resulted from unfavorable market fluctuations that occurred
shortly after the investment of new contributions for donor-restricted endowment funds and continued
appropriation for certain programs that was deemed prudent by the board of directors.

Return Objectives and Risk Parameters 

The Foundation has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment, while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the Foundation must hold in perpetuity or for a donor-specified period, as well
as board-designated funds. Under this policy, as approved by the board of directors, the endowment
assets are invested in a manner that is intended to achieve a return of 5 percent, net of inflation and
investment expenses. The secondary investment objective is to earn a total return, net of expenses, at
least equal to the portfolio's composite benchmark, as defined in its investment policy statement. Actual
returns in any given year may vary from this amount.

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

Spending Policy and How the Investment Objectives Relate to Spending Policy 

In the absence of unique or special circumstances and subject to the determination of the Foundation's
finance and audit committee, distributions from donor-restricted funds held in perpetuity or any funds
treated as donor-restricted funds held in perpetuity (DRFHP) will be determined according to the following
formula and will occur on a monthly or quarterly basis:

                  70% (up to 5% of the five-year moving average market value of DRFHP as of prior fiscal
                               year end)
                  + 30% (prior year spending level) (prior year CPI + 1%) 
                  = Annual target spending

Additionally, the treatment and accounting of gifts with donor restrictions versus gifts without donor
restrictions to the Foundation will be managed by college staff. The Foundation’s board of directors will
periodically review and approve policies and procedures governing gifts to the Foundation.

The Foundation has a spending policy of appropriating for distribution each year 4.5 percent for the fiscal
years ended June 30, 2021 and 2020.
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 9 - Liquidity and Availability of Resources

The following reflects the Foundation's financial assets as of June 30, 2021 and 2020, reduced by
amounts not available for general use because of contractual or donor-imposed restrictions within one
year of the statement of financial position date:

2021 2020

Cash and cash equivalents $ 7,468,832 $ 6,045,962
Receivables 3,517,372 2,533,006
Investments 52,589,579 41,051,581

Financial assets - At year end 63,575,783 49,630,549

Less those unavailable for general expenditures within one year
due to:

Contractual or donor-imposed restrictions:
Restricted by donor with time or purpose restrictions 27,161,647 22,423,551
Subject to appropriation and satisfaction of donor restrictions 28,509,484 21,045,227

Board designations 1,503,480 1,250,411

Financial assets available to meet cash needs for general
expenditures within one year $ 6,401,172 $ 4,911,360

The Foundation is substantially supported by restricted contributions. Because a donor's restriction
requires resources to be used in a particular manner or in a future period, the Foundation must maintain
sufficient resources to meet those responsibilities to its donors.

The Foundation has a goal to maintain financial assets, which consist of cash and short-term
investments, on hand to meet 90 days of normal operating expenses, which, on average, can range from
approximately $600,000 to $1,000,000 at June 30, 2021 and 2020. The Foundation has a policy to
structure its financial assets to be available as its general expenditures, liabilities, and other obligations
come due. In addition, the Foundation invests cash in excess of daily requirements in various short-term
investments, including short-term treasury instruments.

The Foundation also realizes there could be unanticipated liquidity needs.

The Foundation’s endowment funds consist of donor-restricted endowments and a quasi endowment of
$30,015,964 and $22,295,638 at June 30, 2021 and 2020, respectively. Income from donor-restricted
endowments is restricted for specific purposes and, therefore, is not available for general expenditure. As
described in Note 8, the quasi endowment has a spending rate of 4.50 percent at June 30, 2021 and
2020. A total of approximately $68,000 of appropriations from the quasi endowment will be available
within the next 12 months. Although the Foundation does not intend to spend from its quasi endowment
other than amounts appropriated for general expenditure as part of its annual budget approval and
appropriation process, amounts from its quasi endowment could be made available if necessary. 
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Northwestern Michigan College Foundation

Notes to Financial Statements
June 30, 2021 and 2020

Note 10 - Functional Expenses

The Foundation's expenses by nature and function are as follows for the year ended June 30, 2021:

Program
Services

Support
Services -

Management
and General

Support
Services -

Fundraising Total

Grants to the College $ 3,322,675 $ - $ - $ 3,322,675
Gifts in kind 39,176 - - 39,176
Direct special events - - 55,578 55,578
Advertising - - 13,405 13,405
Salaries, benefits, and taxes - 25,850 1,071,755 1,097,605
Consulting - 14,734 11,522 26,256
Supplies - - 14,245 14,245
Professional development - 86 - 86
Insurance premiums - - 45,416 45,416
Bad debt expense - - 49,245 49,245
Other - 94 - 94

Total $ 3,361,851 $ 40,764 $ 1,261,166 $ 4,663,781

The Foundation's expenses by nature and function are as follows for the year ended June 30, 2020:

Program
Services

Support
Services -

Management
and General

Support
Services -

Fundraising Total

Grants to the College $ 3,575,373 $ - $ - $ 3,575,373
Gifts in kind 90,860 - - 90,860
Direct special events - - 71,979 71,979
Advertising - - 49,861 49,861
Salaries, benefits, and taxes - 40,730 1,055,560 1,096,290
Consulting - 19,216 27,333 46,549
Supplies - - 13,620 13,620
Professional development - 3,051 - 3,051
Insurance premiums - - 36,583 36,583
Bad debt expense - - 31,867 31,867
Other - 348 - 348

Total $ 3,666,233 $ 63,345 $ 1,286,803 $ 5,016,381
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