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Board of Directors

North Central Michigan College Foundation

Petoskey, Michigan

February 2, 2023

INDEPENDENT AUDITORS' REPORT

Opinion

Basis for Opinion

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.

Responsibilities of Management for the Financial Statements

In our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of





NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Statement of Financial Position
June 30, 2022

Assets
Cash and cash equivalents 252,121$          

Investments 10,102,813       

Pledges receivable, net 1,334,157         

Total assets 11,689,091$     

Liabilities
Due to College (equal to total liabilities) 2,361$               

Net assets
Without donor restrictions 2,922,497         

With donor restrictions 8,764,233         

Total net assets 11,686,730       

Total liabilities and net assets 11,689,091$     

The accompanying notes are an integral part of these financial statements.
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NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Statement of Cash Flows
Year Ended June 30, 2022

Cash flows from operating activities
Cash received from contributors 3,357,293$       

Interest and dividends received, net of fees 240,915             

Cash paid for grants and other expenses (2,037,391)        

Net cash provided by operating activities 1,560,817         

Cash flows from investing activities
Purchases of investments (3,196,092)        

Proceeds from sales and maturities of investments 1,323,493         

Net cash used in investing activities (1,872,599)        

Cash flows from financing activities
Cash contributions restricted for endowments 142,184            

Net decrease in cash and cash equivalents (169,598)           

Cash and cash equivalents, beginning of year 421,719             

Cash and cash equivalents, end of year 252,121$          

Reconciliation of changes in net assets to net cash flows
from operating activities:

Decrease in net assets (152,598)$         

Adjustments to reconcile decrease in net assets to

net cash provided by operating activities:

Net realized and unrealized losses on investments 1,615,286         

Decrease in pledges receivable 239,475             

Increase in due to College 838                    

Contributions restricted for endowments (142,184)           

Net cash flows from operating activities 1,560,817$       

The accompanying notes are an integral part of these financial statements.
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NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

Contributions

Contributions that are restricted by the donor are reported as increases in net assets without donor

restrictions if the restrictions expire (that is, when a stipulated time restriction ends or purpose restriction

is accomplished) in the reporting period in which the revenue is received. All other donor-restricted

contributions are reported as increases in net assets with donor restrictions. When a restriction expires,

net assets with donor restrictions are reclassified to net assets without donor restrictions and reported in

the statement of activities as net assets released from restrictions.

Net assets, revenues, support, gains and losses are classified based on the existence or absence of donor

or grantor imposed restrictions. Accordingly, net assets and changes therein are classified and reported as

follows:

Net Assets Without Donor Restrictions- Net assets available for use in general operations and not

subject to donor restrictions. 

Net Assets With Donor Restrictions- Net assets subject to donor-imposed restrictions. Some donor-

imposed restrictions are temporary in nature, such as those that will be met by the passage of time or

other events specified by the donor. Donor-imposed restrictions are released when a restriction

expires, that is, when the stipulated time has elapsed, when the stipulated purpose for which the

resource was restricted has been fulfilled, or both, and are reported as net assets released from

restrictions. Other donor-imposed restrictions are perpetual in nature, where the donor stipulates that

resources be maintained in perpetuity. 

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management of the Foundation 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 revenues and expenses during the

year. Actual results could differ from those estimates. Significant estimates include, but are not limited to,

the assumptions to determine the fair value of the Foundation's investments.

The �&�}�µ�v�����š�]�}�v�[�•contributions, including unconditional promises to give, are reported as revenue when

received and measured at fair value. Conditional promises to give, which have a measurable performance

or other barrier and a right of return, are not recognized until the conditions on which they depend have

been met. Contributions of assets other than cash are recorded at their estimated fair value. An allowance

for uncollectible contributions is established based on an estimated percentage of total contributions

receivable, past history of collection, and future expectation for collection of various accounts.

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.

Use of Estimates
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NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

Cash and Cash Equivalents

Investments

Fair Value Measurements

Investment securities purchased are initially recorded at cost n.0 TQ0.875 0.8B3.003 (itially)vecoent s4 d rlds5ts



NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

Level 1:

Level 2:

Level 3:

Income Taxes

In-kind Personnel Services from North Central Michigan College

Functional Allocation of Expenses

The Foundation allocates certain operating expenses on a functional basis among its program and support

services. Expenses are generally allocated between program services and supporting services based on

specific identification. Expenses which apply to more than one functional category have been allocated

among the respective function based upon the time spent on these functions by specific employees as

estimated by management and specific usage of the expenses and applied on a consistent basis.  

Valuation is based upon quoted prices for identical instruments traded in active

markets. 

The Internal Revenue Service ruled that the Foundation is exempt from federal income tax under the

provisions of Section 501(c)(3) of the Internal Revenue Code (the �^���}�����_�•�XThe Foundation is required to

operate in conformity with the Code and related regulations to maintain its exemption. Only unrelated

business income, if any, as defined by Section 512(a)(1) of the Code, is subject to Federal income tax.

The Foundation records professional services provided by the College at the College's cost of the services.

For the year ended June 30, 2022, the Foundation received services in the amount of $13,078. This amount

is based
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NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

2.

Financial assets





NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

5.

Subject to expenditure for a specified purpose:

Building Tomorrow Together Campaign 517,968



NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

Purpose restriction accomplished

Building Tomorrow Together Campaign 1,283,460$       

Scholarships 437,788            

EMS scholarships and program support 19,208               

Community Outreach 1,155                 

Nursing Department 5,869                 

Student Emergency Fund 5,000                 

Early Childhood Education 1,500                 

Other 3,659                 

Total net assets released from restrictions 1,757,639$       

6.

The Foundation's endowment consists of six donor restricted funds established for a variety of purposes.

Its endowment includes four term endowments and two permanent endowments. As required by

generally accepted accounting principles, net assets associated with endowment funds, are classified and

reported based on the existence of absence of donor-imposed restrictions. The Foundation manages its

endowments on a pooled basis, and earnings on the pooled investments are allocated on a pro rata basis

to each of the funds.

Interpretation of Relevant Law

The Board of Directors of the Foundation has interpreted the State of Michigan Prudent Management of

Institutional Funds Act (SPMIFA) as requiring the preservation of the fair value of the original gift as of the

gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a

result of this interpretation, the Foundation classifies as net assets with donor restrictions (a) the original

value of gifts donated to the permanent or term endowment, (b) the original value of subsequent gifts to

the permanent or term endowment, and (c) accumulations to the permanent or term endowment made in

accordance with the direction of the applicable donor gift instrument at the time the accumulation is

added to the fund. The remaining portion of donor-restricted endowments that isn't included in

permanent or term endowment funds is classified as net assets with donor restrictions until those

amounts would be appropriated for expenditure by the Foundation in a manner consistent with the

standard of prudence prescribed by SPMIFA. In accordance with SPMIFA, the Foundation considers the

following factors in making a determination to appropriate or accumulate donor-restricted endowment

funds: 



NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

1.

2.

3.

4. 

5.

6. 

7.

Funds with Deficiencies

Endowment funds with donor restrictions:

Original donor-restricted gift amount and

amounts required to be maintained

in perpetuity by donor 2,415,162$       

Accumulated investment (loss) earnings (358,020)           

Total Funds 2,057,142$       

Balance - July 1, 2021  $      1,436,447  $          748,756  $      2,185,203 

Contributions              141,684                      500              142,184 

Net depreciation and investment income            (166,618)               (83,264)            (249,882)

Amounts appropriated for expenditure               (19,208)                 (1,155)               (20,363)

Balance - June 30, 2022  $      1,392,305  $          664,837  $      2,057,142 

Total

The investment policies of the Foundation

From time to time, the fair value of assets associated with individual ���}�v�}�Œ�r�Œ���•�š�Œ�]���š����net assets may fall

below the level that the donor or SPMIFA requires the Foundation to retain as a fund. The Foundation has

interpreted SPMIFA to permit spending from underwater net assets in accordance with prudent measures

required under law. At June 30, 2022, funds with original gift values of $2,315,162, fair values of

$1,944,926, and deficiencies of $370,236 were reported in net assets with donor restrictions. These

deficiencies resulted from significantly unfavorable market fluctuations. Management believes that these

deficiencies are temporary in anticipation of a future recovery in the market.

Permanent 
Endowment

The Foundation had the following endowment net asset composition by type of fund as of June 30, 2022:

The purposes 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 (depreciation) of investments

Other resources of the Foundation

Term 
Endowment

The duration and preservation of the fund

Changes in endowment net assets all of which are donor restricted for the years ended June 30:
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NORTH CENTRAL MICHIGAN COLLEGE FOUNDATION

Notes to Financial Statements

7.

Purpose:

Personnel services  $          245,807 

Other grants, etc.              231,028 

Total  $          476,835 

Purpose:

Personnel services  $            81,033 




