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ADVISORY TAX AUDIT

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees,
Princeton Area Community Foundation, Inc.:

We have audited the accompanying financial statements of Princeton Area Community Foundation, Inc. (the
“Community Foundation”), which comprise the statements of financial position as of December 31, 2018 and 2017,
and the related statements of activities and changes in net assets, cash flows and functional expenses 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.

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 Community Foundation’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 Community Foundation’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 Princeton Area Community Foundation, Inc. as of December 31, 2018 and 2017, 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.

WithumSmith+Brown, PC  One Tower Center Boulevard, 14th Floor, East Brunswick, New Jersey 08816-1145 T (732) 828 1614 F (732) 828 5156 withum.com
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Emphasis of Matters

As discussed in Note 2 to the financial statements, in 2018 the Community Foundation adopted Accounting Standards
Update (“ASU”) 2016-14, Presentation of Financial Statements for Not-for-Profit Entities (Topic 958). Our opinion is
not modified with respect to this matter.

Wzﬁ' %5;«/,5’%+an /QC/

September 11, 2019



Princeton Area Community Foundation, Inc.
Statements of Financial Position
December 31, 2018 and 2017

Assets

Cash and cash equivalents

Contributions receivable

Investments

Prepaid expenses

Beneficial interest in split interest agreements
Deposits

Property and equipment, net

Total assets
Liabilities and Net Assets

Liabilities
Accounts payable and accrued expenses
Grants and scholarships payable
Deferred rent
Funds held for others
Total liabilities

Net assets
Without donor restrictions
Board designated long-term grant funds
Other grant funds
Operating funds

With donor restrictions
Total net assets

Total liabilities and net assets

2018

$ 25,489,026
3,251,481
141,290,937
48,897

223,818

10,125

6,811

2017

$ 28,755,337
793,972
145,869,496
37,566

239,405

10,125

14,022

$ 170,321,095

$ 175,719,923

$ 83,235 $ 116,639
6,123,335 1,365,802

- 10,216
32,963,970 35,377,016
39,170,540 36,869,673
38,770,702 44,361,653
85,479,724 88,218,908
5,686,006 5,760,284
129,936,432 138,340,845
1,214,123 509,405
131,150,555 138,850,250

$ 170,321,095

$ 175,719,923

The Notes to Financial Statements are an integral part of these statements.
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Princeton Area Community Foundation, Inc.
Statements of Activities and Changes in Net Assets
Years Ended December 31, 2018 and 2017

2018 2017
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Support and revenues
Contributions $ 18,755,370 $ 975,305 $ 19,730,675 $ 29,809,287 $ 45,000 $ 29,854,287
Net investment return (loss) (5,832,266) -- (5,832,266) 16,426,424 -- 16,426,424
Other income 242,242 - 242,242 226,032 - 226,032
Change in value of split interest agreements (2,357) (15,587) (17,944) (6,700) 31,861 25,161
Net assets released from restrictions 255,000 (255,000) -- 365,000 (365,000) --
13,417,989 704,718 14,122,707 46,820,043 (288,139) 46,531,904
Expenses
Program services 20,589,263 -- 20,589,263 18,504,072 -- 18,504,072
Management and general 659,701 -- 659,701 612,519 -- 612,519
Fundraising 573,438 - 573,438 639,488 -- 639,488
21,822,402 -- 21,822,402 19,756,079 -- 19,756,079
Changes in net assets (8,404,413) 704,718 (7,699,695) 27,063,964 (288,139) 26,775,825
Net assets, beginning of year 138,340,845 509,405 138,850,250 111,276,881 797,544 112,074,425
Net assets, end of year $ 129,936,432 $ 1,214,123 $ 131,150,555 $ 138,340,845 $ 509,405 $ 138,850,250

The Notes to Financial Statements are an integral part of these statements.
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Princeton Area Community Foundation, Inc.
Statements of Cash Flows
Years Ended December 31, 2018 and 2017

2018 2017
Cash flows from operating activities
Changes in net assets $ (7,699,695) $ 26,775,825
Adjustments to reconcile changes in net assets
to net cash provided by operating activities
Unrealized losses (gains) on investments 11,719,207 (7,648,712)
Realized gains on sale of investments (1,262,902) (2,313,292)
Partnership income (382,422) (9,372,911)
Change in value of split interest agreements 15,587 (31,861)
Depreciation expense 9,065 11,203
Changes in assets and liabilities
Contributions receivable (2,457,509) 1,399,683
Prepaid expenses (11,331) (6,054)
Accounts payable and accrued expenses (33,404) 68,875
Grants and scholarships payable 4,757,533 316,823
Deferred rent (10,216) (11,648)
Net cash provided by operating activities 4,643,913 9,187,931
Cash flows from investing activities
Property and equipment additions (1,854) --
Funds held for others - net additions (2,413,046) 5,128,857
Sale of investments 16,345,788 15,561,560
Purchase of investments (21,841,112) (28,111,509)
Net cash used by investing activities (7,910,224) (7,421,092)
Net change in cash and cash equivalents (3,266,311) 1,766,839
Cash and cash equivalents
Beginning of year 28,755,337 26,988,498
End of year $ 25,489,026 $ 28,755,337

Supplemental disclosure of cash flow information
There were no amounts paid for interest or income taxes
for the years ended December 31, 2018 or 2017.

The Notes to Financial Statements are an integral part of these statements.

5



Princeton Area Community Foundation, Inc.
Statements of Functional Expenses
Years Ended December 31, 2018 and 2017

Grant expense

Salaries and wages

Employee benefits and payroll taxes
Professional services

Occupancy

Insurance

Information technology

Travel

Office expense

Marketing

Membership dues and subscriptions
Training, conferences and events
Depreciation

2018 2017
Supporting Services Supporting Services
Program Management Program Management

Services and General Fundraising Total Services and General Fundraising Total
$ 19,786,132 $ - $ - $ 19,786,132 $ 17,774,823 $ - $ - $ 17,774,823
467,296 306,606 372,205 1,146,107 492,596 323,561 390,726 1,206,883
99,757 65,453 79,458 244,668 102,819 67,535 81,556 251,910
51,902 122,536 -- 174,438 - 79,344 -- 79,344
38,909 26,997 30,992 96,898 37,647 26,833 29,862 94,342
7,178 3,961 4,809 15,948 3,948 2,593 3,131 9,672
44,444 17,960 35,400 97,804 41,783 27,446 33,142 102,371
6,200 3,125 3,793 13,118 5,231 3,437 4,149 12,817
14,906 76,685 10,387 101,978 13,471 43,104 10,865 67,440
42,000 30,777 29,594 102,371 - 13,477 26,593 40,070
22,410 267 325 23,002 7,330 4,814 5,814 17,958
4,433 2,909 3,531 10,873 19,852 17,371 50,023 87,246
3,696 2,425 2,944 9,065 4,572 3,004 3,627 11,203
$ 20,589,263 $ 659,701 $ 573,438 $ 21,822,402 $ 18,504,072 $ 612,519 $ 639,488 $ 19,756,079

The Notes to Financial Statements are an integral part of these statements.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

1.

NATURE OF ORGANIZATION

Princeton Area Community Foundation, Inc. (“the Community Foundation”) is a New Jersey not-for-profit
corporation, located in Mercer County, organized and incorporated in 1991. Its primary purpose is to
encourage philanthropy as an important community value and activity. The Community Foundation is a
philanthropic fund which supports charitable giving through education, grant making, and by creating a
network of donors, professional advisors and not-for-profit organizations to increase and improve the
effectiveness of giving in the region. Significant sources of revenue are received from contributions and
investment income. The Community Foundation accepts funds from unrelated nonprofit organizations
who desire to have the Community Foundation provide efficient investment management, programmatic
expertise, and technical assistance.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements have been prepared using the accrual basis of accounting and conform to
accounting principles generally accepted in the United States of America. Financial reporting by not-for-
profit organizations requires that resources be classified for accounting and reporting purposes into net
asset categories according to externally (donor) imposed restrictions.

Net assets without donor restrictions: Net assets that are not subject to donor imposed
restrictions and may be expensed for any purpose in performing the primary objectives of the
Community Foundation. These net assets may be used at the discretion of the Community
Foundation’s management and board of trustees. In addition, net assets without donor
restrictions includes board designated endowment funds.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and
the passage of time. Other donor restrictions are perpetual in nature, whereby the donor has
stipulated the funds must be maintained in perpetuity. The Community Foundation had no net
assets with donor restrictions that were required to be held in perpetuity at December 31, 2018
and 2017.

Revenue and Support Recognition

Gifts of cash and other assets are reported as with donor restriction support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when
a stipulated time restriction ends or purpose restriction is accomplished, net assets with donor restriction
are reclassified to net assets without donor restriction and reported in the statements of activities and
changes in net assets as net assets released from restrictions. However, with donor restriction
contributions whose restrictions expire or are otherwise satisfied within the period of receipt are reported
as revenues without donor restrictions in the statements of activities and changes in net assets.
Contributions without donor restrictions are recognized as revenue when they are received or
unconditionally pledged. The variance power provision contained in the Community Foundation’s
governing documents further provides that, absent contrary directions given in the transferring instrument
regarding the use of principal, all or part of the principal of any fund may be used subject to certain
conditions, including approval of the Board of Trustees. Therefore, such contributions are reported as net
assets without donor restriction.



Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

Grant Expense

Grant expense is recognized in the period the grant is awarded, provided the grant is not subject to
significant future conditions. Conditional grants are recognized as grant expense and as grant payable in
the period in which the grantee substantially meets the terms of the conditions.

Program Services

The Community Foundation is an active grantmaker through several competitive grant programs,
including All Kids Thrive, Community Impact, the Fund for Women and Girls, and the Bunbury Fund. The
Community Foundation also provides grants from donor-advised, designated, nonprofit, and field-of-
interest funds. Its primary focus is central New Jersey, but grants from donor advised funds are made
regionally and nationally as well. Our signature, All Kids Thrive program is awarding $3 million in grants
over 5 years to 10 school nonprofit partnerships working to reduce chronic absenteeism in our region.
Education can be a path out of poverty, but poverty can also prevent students from getting to school.
Poverty can also make the academic impact of that absenteeism more acute.

Our other competitive grants address the needs of low-income people in greater Mercer County, provide
operating support for nonprofits working with low-income people and communities, and provide support
for programs that help low-income children, families and communities. The Community Foundation’s
grantmaking touches many programmatic areas including education, basic services, health, arts and
culture, housing, the environment, historic preservation, civil rights, and animal welfare. The Community
Foundation also administers over a dozen scholarship funds which grant scholarships and awards
through competitive processes to support college study by local students; and to honor achievement in
the arts, music, graphic design and community service.

The Community Foundation actively engages its donors, grantees, and the professional advisors in the
region to encourage charitable giving broadly, and to build over time a community-wide commitment to
philanthropy. It sponsors seminars and workshops on topics such as endowment-building, good
governance and grant-seeking best practices. The Community Foundation positions itself as a leader in
the region and regularly responds to requests for information and guidance. In addition, the Community
Foundation partners with other organizations, such as the Council of NJ Grantmakers, to expand its
educational offerings.

Allocation of Expenses

Expenses are allocated among program services, management and general and fundraising using the
direct cost method, historical percentages or other reasonable basis consistent with the benefit derived by
each program. Program services include grantmaking and all activities that facilitate philanthropy in the
central New Jersey region, including education and the creation and maintenance of networks among
donors, nonprofits and professional advisors.

The allocations performed are determined by management on an equitable basis on the following
methodologies:

Expense Category Allocation Methodology
Salaries and wages Time & Effort

Payroll taxes and benetfits, occupancy, Insurance,

travel, office expenses, depreciation Salaries and wages




Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

Donated Services

The Community Foundation receives donated services from unpaid volunteers, officers and trustees
which support fundraising, administrative and program efforts. The value of all donated services is not
included in these financial statements as they do not meet the criteria for recognition. The Community
Foundation received approximately 1,000 hours of donated services during each of the years ended
December 31, 2018 and 2017.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Community Foundation considers all money market
funds and certificates of deposit with a maturity date of three months or less at the time of acquisition to
be cash equivalents. Included as cash and cash equivalents are money market funds which are part of
the investment pool, which are intended for long term investment and a component of the investment
portfolio of the Community Foundation.

Investments

Investments in equity securities with readily determinable values, and all investments in debt securities
are measured at fair value in the statements of financial position. The Community Foundation has
invested funds in alternative investments. Most of these investments are established as limited
partnerships which are not traded on any public exchange or market. The alternative investments invest
in various investment vehicles, including publicly traded equities and bonds traded in the United States
and internationally, privately held companies, and closely held limited partnerships and investment
companies or on the tax basis of the limited partnership. Those investments that are traded in the United
States or on foreign exchanges are valued based on current traded value.

Estimates of fair value for certain investments have been used for those investments that are not readily
traded. The investments in limited partnerships include some which allow for limited or no rights of
redemption until the termination of the partnership. These limited partnerships, whose financial
statements are prepared in accordance with US GAAP, are generally valued at the net asset value
provided by the manager of such investments.

Donated investments are recorded at the fair value at the date of receipt. Investment income or loss
(including realized and unrealized gains and losses on investments, interest and dividends) is included in
net assets without donor restrictions unless the income or loss is restricted by the donor or the law.
Except for those funds which have specifically identified investments associated with them, the majority of
the investments are held in pooled funds at the Community Foundation. Each fund is assigned a certain
unit value and its ownership interest is based on the allocation of the fair value of the fund’s units to the
total fair value of the investment pool. The pool is revalued monthly and income and gains or losses are
allocated to each fund based on its units.

Distributions of Investment Returns

The Community Foundation’s policy for annual distributions from Board designated long-term grant funds
is calculated at an annual amount equal to approximately 5 percent (4 percent grants, 1 percent fees) of
the average trailing eight-quarter market values of each fund. Other donor funds make grants in varying
amounts annually. Grants distributed were $19,786,132 and $17,774,823 for the years ended December
31, 2018 and 2017, respectively, from all funds within the Community Foundation. Fees earned for
investment management services of $223,200 and $215,349 for the years ended December 31, 2018 and
2017, respectively are recorded in other income on the statements of activities and changes in net assets.



Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

The total net return, which includes interest and dividend payments plus net capital appreciation
(depreciation) earned by the pooled investments, less direct internal and external investment expenses is
allocated to the funds based on a daily average balance, relative to the pool.

New funds or additional contributions to an existing fund that have been at the Community Foundation for
less than one year will not make a full distribution. A pro rata calculation is used based on the date of
receipt of the contribution. The calculation for the distributions for funds that have been at the Community
Foundation for more than one year but less than two years is based on the dates the contribution was
received and the ending market values for each quarter.

Property and Equipment

Property and equipment is recorded at cost, except for donated items, which are recorded at fair value on
the date of donation. Improvements are capitalized, while repairs and maintenance expenditures are
expensed in the statements of activities and changes in net assets.

Donated property and equipment is recorded as restricted support when donors stipulate how long the
assets must be used. In the absence of such stipulations, contributions of property and equipment are
recorded as unrestricted support. Depreciation is provided over the estimated useful lives of the assets
using the straight-line method which ranges from 3 to 10 years. Costs incurred for leasehold
improvements are amortized over the extended term of the lease which expires in 2018; the improvement
allowance received has been treated as deferred rent and is amortized as a reduction of periodic rent
expense over the extended term of the lease.

Valuation of Long-Lived Assets

The Community Foundation reviews long-lived assets, including property and equipment, for impairment
whenever events or changes in business circumstances indicate that the carrying amount of the assets
may not be fully recoverable. Management has determined that no impairment charge was required for
the periods presented in these financial statements.

Funds Held for Others

The Community Foundation receives and distributes assets under certain agency and intermediary
arrangements. When the Community Foundation accepts a deposit from a not-for-profit organization
(“NPO") to establish a fund that specifies itself or its affiliate as the beneficiary of that fund, the
Community Foundation will account for the transfer of such assets as a liability. The liability is
established at the fair value of the funds received, adjusted for investment earnings and fees, gains and
losses and net of any funds returned which is generally equivalent to the present value of future
payments expected to be made to the NPOs. These funds are reflected as “funds held for others” in the
accompanying statements of financial position. Upon written request, full liquidations occur at the
discretion of the Community Foundation, following the monthly reconciliation or at the end of the following
quarter when the portfolio is rebalanced. Timing of liquidations is determined by the Community
Foundation to ensure no adverse impact on the performance of the investment pool.

Fair Value of Financial Instruments

The carrying amounts of financial instruments including contributions receivable, and accounts payable
and accrued expenses approximate fair value because of the relatively short maturity of these
instruments. Custodial funds and funds held for others approximate fair value as they are adjusted
regularly to reflect the change in fair value of the associated investments. Grants and scholarships
payable approximate fair value as the long term grants and scholarships payables are discounted using a
market rate of interest.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

Foreign Currency

Investment securities denominated in foreign currencies are translated into United States dollars at the
statement of financial position date. Purchases and sales of investment securities and income and
expense items denominated in foreign currencies are translated into United States dollars on the
respective dates of such transactions. Realized gains and losses and changes in unrealized gains and
losses resulting from changes in foreign exchange rates are included in investment income in the
statements of activities and changes in net assets.

Concentration of Credit Risks

Financial Instruments

Financial instruments which potentially subject the Community Foundation to concentrations of credit risk
are cash and cash equivalents, investments, contributions and contributions receivable. The Community
Foundation places cash and its investments in high quality securities with several financial and
investment institutions which helps limit the Community Foundation’s exposure to concentrations of credit
risk. However, the Community Foundation is subject to the inherent risks associated with market
fluctuations which it attempts to minimize by holding a diversified portfolio. Cash balances at financial
institutions are insured by the Federal Deposit Insurance Corporation (“FDIC”). From time to time, the
Community Foundation may have cash balances which exceed the insured limit of $250,000.

Contribution Revenue

Approximately 50 percent and 52 percent of total contributions were from three donors for the years
ended December 31, 2018 and 2017, respectively. Contributions receivable are received from a wide
donor base which limits the concentration of credit risk. For the year ended December 31, 2018, two
donors comprised 76 percent of total contributions receivable. There were no individual donor
concentrations for the year ended December 31, 2017.

Income Taxes

The Community Foundation is exempt from Federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. Accordingly, the financial statements do not reflect a provision for Federal or state
income taxes. However, revenue earned on activities which are unrelated to the Community
Foundation’s exempt purpose is taxable. The Community Foundation had no unrelated business taxable
income assessed in 2018 and 2017.

The Community Foundation follows the pronouncement related to accounting for uncertainty in income
taxes and there were no uncertain tax positions at December 31, 2018 and 2017. In addition, no income
tax related penalties or interest have been recorded for the years ended December 31, 2018 and 2017.

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. The value of alternative investments includes estimates of fair value
for instruments that are not publicly traded, which is a significant estimate (see Note 5). It is reasonably
possible that these estimates could change in the near future.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

Effects of Accounting Pronouncements Adopted in the Current Year

Not-For-Profit-Reporting

During 2018, the Community Foundation adopted ASU 2016-14 — Not-for-profit Entities (Topic 958) —
Presentation of Financial Statements of Not-for-profit Entities. This guidance is intended to improve the
net asset classification requirements and the information presented in the financial statements and notes
about a not-for-profit entity’s liquidity, financial performance and cash flows. The main provisions of this
guidance include: presentation of two classes of net assets versus the previously required three;
recognition of capital gifts for construction as a net asset without donor restrictions when the associated
long-lived asset is placed in service; and recognition of underwater endowment funds as a reduction in
net assets with donor restrictions. The guidance also enhances disclosures for board designated
amounts, composition of net assets without donor restrictions, liquidity and presentation of expenses by
both their natural and functional classification.

A recap of the net asset reclassifications driven by the adoption of ASU 2016-14 as of January 1, 2017 is
as follows:

ASU 2016-14 Classification

Net Assets Net Assets with
Without Donor Donor
Restrictions Restrictions Total
Net assets as previously presented
Unrestricted $ 111,276,881 $ -- $ 111,276,881
Temporarily restricted -- 797,544 797,544
$ 111,276,881 $ 797,544 $ 112,074,425

New Accounting Pronouncements Issued Not Yet Effective

Revenue Recognition - Contributions

In June 2018 the FASB issued ASU 2018-08, Not-for-Profit Entities (Topic 958): Clarifying the Scope and
the Accounting Guidance for Contributions Received and Contributions Made. The FASB is issuing this
ASU to improve and clarify existing guidance on revenue recognition of grants and contracts by not-for-
profit organizations (“NFPs”) because there is diversity in practice among NFPs with characterizing grants
and similar contracts with government agencies and others as reciprocal transactions (exchanges) or
nonreciprocal transactions (contributions) and distinguishing between conditional and unconditional
contributions. This ASU also provides guidance to help determine whether a contribution is conditional or
unconditional, and better distinguish a donor-imposed condition from a donor-imposed restriction. This
ASU is effective for annual periods and interim periods beginning after December 15, 2018.

Leases

In February 2016, the FASB issued ASU 2016-02 Leases (Topic 842), which requires the recognition of a
“right to use” asset and a lease liability, initially measured at the present value of the lease payments, on
the statements of financial position for all of the Community Foundation’s lease obligations. This ASU is
effective for fiscal years beginning after December 15, 2019. The Community Foundation is currently
evaluating the effect that this pronouncement will have on its financial statements and related disclosures.

Reclassification

Certain amounts in the prior year financial statements have been reclassified to conform with the
presentation in the current year financial statements. The reclassifications had no effect on the changes
in net assets.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

3.

FINANCIAL ASSETS AND LIQUIDITY RESOURCES

As of December 31, 2018, financial assets and liquidity resources available within one year for general
expenditure, such as operating expenses and fulfillment of payables and other obligations, were as
follows:

Financial assets

Cash and cash equivalents $ 1,179,000
Contributions receivable 75,000
Investments - operating funds 8,578,000
Investment distribution in 2019 1,488,000

Total financial assets and liquidity resources $ 11,320,000

The financial assets above are not subject to donor or other restrictions that make them unavailable for
general expenditures within one year of the statement of financial position date. Additionally, grants that
are authorized and paid from donor advised and other restricted funds in the subsequent year would be
funded from the related restricted cash and not the financial assets noted above.

Community Foundation funds are managed as a pool of assets and are charged an annual administrative
fee based on a percentage of the aveage fair value of the assets of the fund. These administrative fees
are recognized in the fiscal year in which they occur and are used to cover the operating expenses of the
Community Foundation. Based on the nature of these funds, the administrative fees that will be charged
in the subsequent annual year would be available for general expenditure within the next year.

CONTRIBUTIONS RECEIVABLE

Contributions receivable consisted of the following at December 31,:

2018 2017
Amounts due in the next year $ 2,833,231 $ 778,972
Amounts due in 1-5 years 418,250 15,000

$ 3,251,481 $ 793,972

RECURRING FAIR VALUE MEASUREMENTS

The Community Foundation values assets and liabilities using quoted market prices in active markets for
identical assets and liabilities to the extent possible (Level 1). To the extent that such market prices are
not available, the Community Foundation values such assets and liabilities using observable
measurement criteria, including quoted market prices of similar assets and liabilities in active and inactive
markets and other corroborated factors (Level 2). In the event that quoted market prices in active
markets and other observable measurement criteria are not available, the Community Foundation
develops measurement criteria based on the best information available (Level 3).
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

The Community Foundation has provided fair value disclosure information for relevant assets and
liabilities in these financial statements which have been accounted for at fair value on a recurring basis as
of December 31, 2018 and 2017, along with the basis for the determination of fair value:

2018
Quoted Prices Observable Unobservable
in Active Measurement Measurement
Markets Criteria Criteria
Total (Level 1) (Level 2) (Level 3)
Investments
Domestic equity
Consumer discretionary $ 343,603 $ 343,603 $ -- $ --
Consumer staples 1,068,987 1,068,987 -- -
Financials 671,935 671,935 -- --
Healthcare 1,687,472 1,687,472 - --
Industrial 595,579 595,579 - --
Information technology 2,596,111 2,596,111 - --
Telecom services 671,935 671,935 -- --
Emerging markets 11,041,757 11,041,757 -- --
Real assets 12,414,231 12,414,231 -- --
Mutual fund - fixed assets 10,285,982 10,285,982 -- --
Alternative investments
Multi-strategy (a) 20,536,683 - -- 20,536,683
Multi-strategy (b) 11,138,096 - -- 11,138,096
Multi-strategy (c) 32,314 -- -- 32,314
Multi-strategy (d) 1,390,700 -- -- 1,390,700
Multi-strategy (e) 2,543,916 -- -- 2,543,916
Long/short strategy (f) 4,607,475 -- -- 4,607,475
Equity funds (g) 15,238,943 -- -- 15,238,943
Equity funds (h) 7,433,327 -- -- 7,433,327
Real assets (i) 2,282,940 -- -- 2,282,940
Equity funds (k) 13,710,888 -- -- 13,710,888
Real assets (1) 691,991 -- -- 691,991
Real assets (m) 1,094,668 -- -- 1,094,668
Venture capital (p) 965,761 - -- 965,761
123,045,294 41,377,592 -- 81,667,702
Privately held stock 21,500 -- -- 21,500
123,066,794 $ 41,377,592 $ -- $ 81,689,202
Investments measured at NAV 18,224,143
Total investments $ 141,290,937
Beneficial interest in split interest
agreements $ 223,818 $ - $ 223,818 $ -
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

2017
Quoted Prices Observable Unobservable
in Active Measurement Measurement
Markets Criteria Criteria
Total (Level 1) (Level 2) (Level 3)
Investments
Domestic equity
Consumer discretionary $ 427,720 $ 427,720 $ -- $ --
Consumer staples 1,390,090 1,390,090 -- --
Energy 96,237 96,237 -- --
Financials 4,800,430 4,800,430 -- --
Healthcare 2,448,698 2,448,698 -- --
Industrial 620,194 620,194 -- --
Information technology 4,801,158 4,801,158 -- --
Materials 171,088 171,088 -- --
Emerging markets 13,979,312 13,979,312 -- --
Real assets 9,448,224 9,448,224 -- --
Mutual fund - fixed assets 9,995,157 9,995,157 -- --
Alternative investments
Multi-strategy (a) 19,344,672 - -- 19,344,672
Multi-strategy (b) 11,440,783 -- -- 11,440,783
Multi-strategy (c) 39,508 -- -- 39,508
Multi-strategy (d) 1,759,455 -- -- 1,759,455
Multi-strategy (e) 2,013,900 -- - 2,013,900
Long/short strategy (f) 5,035,109 -- -- 5,035,109
Equity funds (g) 16,036,744 -- -- 16,036,744
Equity funds (h) 7,258,826 -- -- 7,258,826
Real assets (i) 3,336,486 -- -- 3,336,486
Equity funds (k) 9,507,045 -- -- 9,507,045
Real assets (1) 1,751,683 -- -- 1,751,683
Real assets (m) 289,422 -- -- 289,422
125,991,941 48,178,308 -- 77,813,633
Privately held stock 23,857 -- -- 23,857
126,015,798 48,178,308 -- 77,837,490
Investments measured at NAV 19,853,698
Total investments $ 145,869,496
Beneficial interest in split interest
agreements $ 239,405 $ -- $ 239,405 $ --

The following table presents the unfunded commitments, redemption frequency and notice period for
investments in entities that calculate fair value using net asset value per share or its equivalent at
December 31, 2018:

# of 2018 2017 Unfunded Redemption Redemption
Strategies Funds Amount Amount Commitment Commitment Notice Period
Equity funds (n) 1 $ 5498159 $ 6,741,473 $ - None 25% 30 days, 75% five years
Equity funds (j) 1 7,622,402 8,112,225 % -- None None
Equity funds (0) 2 5,103,582 5,000,000 $ -- None None

$ 18,224,143 $ 19,853,698

15



Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

a)

b)

c)

d)

e)

f)

This fund pursues multiple investment strategies on an opportunistic basis, which includes credit
investments, value investments, merger arbitrage, real estate-related investments, and direct
investments. Each investment is evaluated independently on a fundamental basis. This fund invests
globally, focusing on developed and emerging markets alike. Investments are made in public and
private debt and equity securities, and direct investments in private companies and real estate. The
partnership will continue until December 31, 2025 and may elect to extend the term to a date no later
than March 31, 2026. Redemptions may be made at December 31 with 45-day notice or at any time
with consent of the General Partner.

This fund invests in a wide range of public and private companies across a variety of industries. It has
a long-term, value-based investment focus, with a preference for opportunities that allow investment
alongside successful management teams with an owner-operator orientation. This partnership will
terminate on December 31, 2028, unless terminated earlier. Redemptions may be made at
December 31 with 90-day notice. Redemptions pertaining to extraordinary circumstances may also
be permitted at the discretion of the General Partner.

This fund’s purpose is to seek long-term capital appreciation and/or current income by primarily
making equity and equity-related and debt and debt-related investments in companies, partnerships,
limited liability companies or other entities. This partnership will terminate on November 1, 2018,
unless otherwise extended or terminated pursuant to the terms of the Partnership Agreement. There
is no provision for redemptions and distributions will be made at the end of the partnership term or
earlier as determined by the General Partner. Generally, proceeds from sales of individual portfolio
holdings tend to be distributed soon after the sale.

This fund invests in a wide range of public and private companies across a variety of industries. The
fund seeks long-term capital appreciation, the pursuit of which may also generate current income,
while minimizing risk of loss. There is no provision for redemptions and distributions will be made at
the end of the partnership term or earlier as determined by the General Partner. Generally, proceeds
from sales of individual portfolio holdings tend to be distributed soon after the sale. The commitment
period is scheduled to terminate on July 1, 2021, unless otherwise extended or terminated pursuant
to the terms of the Partnership Agreement.

This fund invests in a wide range of asset classes, including but not limited to equity or debt securities
of, or interest in, public or private companies, trade claims, derivatives, direct or indirect interests in
real estate, investments in partnerships managed by others and litigations. This fund’s objective is to
seek long-term capital appreciation, the pursuit of which may also generate current income, while
minimizing risk of loss. The Partnership will terminate on July 1, 2025, unless otherwise extended or
terminated pursuant to the terms of the Partnership Agreement. The commitment period is scheduled
to terminate on July 1, 2019. There is no provision for redemptions and distributions will be made at
the end of the partnership term or earlier as determined by the General Partner. Generally, proceeds
from sales of individual portfolio holdings tend to be distributed soon after the sale.

This fund’s objective is to achieve capital appreciation, primarily through the purchase and sale of
equity and debt securities, put and call options, and other financial instruments. This fund takes
advantage of long and short term market opportunities. Its primary focus and greatest strength is its
fundamental equity research. They intend for “long” investments to remain in the portfolio for
significant periods of time and do not look for short-term trading positions. On the “short” side, they
look for triggers that may cause valuations to decrease. This partnership will terminate on December
31, 2050. Redemptions may be made semi-annually at June 30 and December 31 with 60-day
notice.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

)

h)

)

k)

This fund focuses on long-only funds investing in primarily common stock equity and equity-related
securities based on bottom-up, fundamental analysis. The partnership's legal life span is perpetual
and subject to (i) the determination by the General Partner that the partnership should be dissolved or
(i) the termination, bankruptcy, insolvency or dissolution of the General Partner. Redemptions may
be made with 30-day notice prior to the end of initial commitment period which was December 31,
2013. At the end of this initial commitment period, shares are automatically locked-up for a new 3-
year commitment period if not converted to another class at that time.

This fund’s investment objective is long-term capital appreciation by pursuing a fundamentally-driven
approach to life sciences investing. The partnership takes large, concentrated positions in the
securities of life sciences companies with the potential for significant value creation over the long
term. Given its large, concentrated and relatively long-term investment strategy, the partnership
expects its returns to be volatile. Upon 90 days written notice to the partnership, prior to the
applicable anniversary date, each Limited Partner has the right to request the withdrawal of a
percentage of the balance in its capital account, as of the close of business on each anniversary date
up to a maximum withdrawal percentage.

This real asset fund targets income-producing, but mismanaged properties in strong markets.
Working with local operating partners to reposition the properties to boost their values. The fund
utilizes modest leverage at the property level (60-65 percent) to minimize risk, and will also limit
investments in non-income producing land and hospitality assets (which carry higher risk). The
commitment can be called over 3 years starting in 2014, with the fund having a total life of 10 years
(including the investment period).

The fund’s objective is to generate returns for shareholders by investing in companies that are trading
substantially below their intrinsic value and supporting management-led positive change to catalyze
the fund’s public market value to that intrinsic value. Shares may be redeemed on any redemption
date at the request of the shareholder. Redemption day means the first business day in January,
April, July and October and any such other day or days as the Director may from time to time
determine.

This fund was formed as a Limited Partnership in 2006 with an investment objective to achieve
substantial capital appreciation. The partnership is permitted to invest in many types of securities
including domestic and foreign equities, fixed income securities, and derivatives but it primarily
invests in domestic equities. The investment’'s liquidity window is quarterly with sixty days written
notice. If a withdrawal is greater than 33 percent of the account in any twelve month period, it is
subject to a 4 percent withdrawal fee.

This fund was organized for the purpose of seeking long-only funds investing in a diversified portfolio
of equities of small and micro capitalization companies within the global metals and mining industries
based on bottom-up, fundamental analysis. Redemptions may be made with 90-day notice prior to
the redemption date after the initial "lock-up" period of one year. For complete redemption of funds,
one-third the value of participating shares may be redeemed as of the initial redemption date, one-
half of the remaining balance as of the following redemption date and the remaining balances as of
the third consecutive redemption date. In January 2015, the investment advisor announced it was
downsizing and would close the fund. The manager focused efforts in 2015 on an orderly liquidation
and wind-down of the fund. Subsequently, in 2016 investors were given the option to elect to remain
invested in the Fund.
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Princeton Area Community Foundation, Inc.
Notes to Financial Statements
December 31, 2018 and 2017

m) This fund is a closed-end private equity fund that commenced operations on December 22, 2015.

0)

p)

The objective of the partnership is to invest in real estate properties and real estate related assets for
capital appreciation and current income. The partnership shall continue until June 5, 2026 or until it is
sooner dissolved pursuant to the partnership agreement. Limited Partners generally may not sell,
transfer or pledge their interests except with the consent of the General Partner. Limited Partners
generally may not withdraw from the fund.

This fund seeks to achieve its investment objective by taking long positions in equity and debt
securities as well as certain derivatives with a focus on European companies of all sizes and
capitalizations. The fund emphasizes intensive fundamental research to identify undervalued
companies which are misunderstood by the market. 25 percent of the investment can be redeemed
monthly. The remaining 75 percent is only allowed a full redemption in 5 years, although in the interim
period 10 percent of the share class can be redeemed each year.

This fund invests in a wide range of public and private companies across a variety of industries. It has
a long-term, value-based investment focus. Withdrawals of up to 1/6th of assets are permitted on a
quarterly basis (with 45 days notice), subject to no more than 1/6th withdrawn in any six-month
period. If investors submit a full redemption request, capital is returned over at most two years.

The fund’s principal activity is to make and oversee investments in equity and equity-related interest
in securities of privately-held companies located in the United States with the principal objective of
appreciation of capital invested.

The following is a summary of activity for the years ended December 31, 2018 and 2017 for assets
(liabilities) measured at fair value based on unobservable measure criteria:

Alternative Investments

Long/Short Equity Real Venture Privately
Multi-Strategy Strategy Fund Assets Capital Held Stock

Balance, January 1, 2017 $ 32,106,593 $ 4,933,658 $ 24,581,369 $ 2,969,183 $ -- $ 30,557
Realized and unrealized

gains (losses) included

in earnings 2,371,230 101,451 5,721,246 1,181,869 -- (6,700)
Purchases 577,477 - 2,500,000 1,493,899 - --
Sales (456,982) -- (267,360)
Transfers - -
Balance, December 31, 2017 34,598,318 5,035,109 32,802,615 5,377,591 - 23,857
Realized and unrealized

gains (losses) included

in earnings 1,215,754 (427,634) (419,457) (544,646) (83,339) (2,357)
Purchases 400,000 - 4,000,000 813,620 1,049,100 --
Sales (572,363) - - (1,576,966)
Transfers

Balance, December 31,2018 $ 35,641,709 $ 4,607,475 $ 36,383,158 $ 4,069,599 $ 965,761 $ 21,500

All investments categorized in Level 3 within the fair value hierarchy have fair values based on
unobservable but non-qualitative inputs. Such investments include financial instruments for which the
determination of fair value is determined by third party pricing information without adjustment and
financial instruments for which fair value is determined by net asset value.
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Investment return was comprised of the following:

2018 2017
Dividend and interest income $ 2,602,143 $ 1,740,654
Net realized and unrealized (losses) gains on investments (10,456,305) 9,949,142
Partnership income, net of fees 382,422 9,372,911
Asset management fees (14,154) (10,943)
Realized (losses) gains on contributed stock (1,625) 12,862
Earnings, fees and gains shared with funds held for others 1,611,330 (4,662,499)
Interest income on money market accounts 43,923 24,297
Net investment return (loss) $ (5832,266) $ 16,426,424
6. PROPERTY AND EQUIPMENT
Property and equipment consisted of the following at December 31:
2018 2017
Furniture and office equipment $ 77,406 $ 75,551
Leasehold improvements 63,318 63,318
Less: Accumulated depreciation (133,913) (124,847)
$ 6,811 $ 14,022

Depreciation expense was $9,065 and $11,203 for the years ended December 31, 2018 and 2017,
respectively.

7. BENEFICIAL INTEREST IN SPLIT INTEREST AGREEMENTS

The Community Foundation is the irrevocable beneficiary of two charitable remainder trusts. Upon
establishment of the trusts, the Community Foundation’s interest is recorded as a contribution at its net
present value based on the estimated life expectancy of the donors and discounted at a risk free rate of
return determined at the respective dates of the original contributions. The portion of the trust attributable
to the future interest of the Community Foundation is recorded in the statements of activities and changes
in net assets as a temporarily restricted contribution in the period the trust is established. Assets held in
split interest agreements are recorded at fair value in the Community Foundation’s statements of financial
position. Subsequent to the receipt of such trusts, the Community Foundation’s interest in these trusts is
adjusted to the market value with a corresponding offset to unrealized gain or loss. These trusts for 2018
and 2017 were valued at $223,818 and $239,405, respectively.

8. EMPLOYEE BENEFIT PLAN

The Community Foundation maintains a salary reduction 403(b)(7) benefit plan, and a tax deferred
annuity plan, which includes all full time employees (collectively “the Plans”). The Plans allow employees
to defer up to the statutory maximums of their salary on a pre-tax basis. The Community Foundation
does not match the employee’s contributions. The Plans provide for a discretionary employer
contribution. In 2018 and 2017, the Community Foundation made discretionary contributions of $62,878
and $62,240, respectively, which are included in employee benefits and payroll taxes on the statements
of financial position.
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9.

10.

COMMITMENTS AND CONTINGENCIES

Operating Leases

The Community Foundation extended its non-cancelable lease agreement for office space through March
2021. There is one additional five year renewal option under the terms of the agreement. The lease
requires monthly payments of approximately $6,416 per month, subject to certain escalations.

The following is a schedule of the future minimum lease payments as of December 31:

Year Amount
2019 $ 76,624
2020 78,156
2021 __ 19635
$ 94,365

Capital Commitments
The Community Foundation has commitments of approximately $13,199,000 under subscription
agreements to fund capital calls of private equity limited partnerships as of December 31, 2018.

Grants and Scholarships Payable
The Community Foundation has made grant and scholarship commitments as of December 31, as
follows:

Year Amount
2019 $ 4,351,335
2020 901,500
2021 580,500
2020 __ 290,000
$ 6,123,335

RELATED PARTY TRANSACTIONS

The Board of Trustees consists of 23 voting members. During the years ended December 31, 2018 and
2017, contributions from these trustees and members of the Community Foundation’'s staff was
approximately $175,000 and $124,000, respectively.
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1. NET ASSETS

Net Assets Without Donor Restrictions
Net assets without donor restrictions consisted of contributions from donor funds that are available to be
granted for charitable and educational purposes including:

2018 2017

Board designated long-term grant funds — assets held by the

Community Foundation for long-term grantmaking; subject to

limited annual distributions $ 38,770,702 $ 44,361,653
Other grant funds — assets held by the Community Foundation

for grantmaking not subject to a limited annual distribution 85,479,724 88,218,908
Operating funds — assets in support of the Community

Foundation operations 5,686,006 5,760,284

Total net assets without donor restrictions $ 129,936,432 $ 138,340,845

Net Assets With Donor Restrictions
Net assets with donor restrictions consisted of the following at December 31:

2018 2017
Time restrictions
Pledge receivable (included in contributions receivable) $ 990,305 $ 270,000
Beneficial interest in split interest agreements 223,818 239,405

$ 1,214,123 $ 509,405

12. ENDOWMENT FUNDS

Description of Fund

The Community Foundation receives and operates several funds which are at the Community
Foundation’s board and grant committees discretion to determine how and when to appropriate the funds.
The donors for these funds provided variance power to the Community Foundation and these funds
support various community programs and services.

Interpretation of Relevant Law

The Board of Trustees of the Community Foundation has designated that long-term assets be held in a
manner consistent with the standard of prudence prescribed by state law. As a result of this
interpretation, the Community Foundation considers the following factors in making a determination to
distribute or accumulate long-term asset funds:

(1) The duration and preservation of the fund
(2) The purpose of the long-term asset funds
(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 Community Foundation
)

(7) The investment policies of the Community Foundation
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13.

Return Objectives and Risk Parameters

The Community Foundation has adopted investment and spending policies for long-term assets that
attempt to provide a predictable stream of funding to programs supported by its long-term assets while
seeking to maintain the purchasing power of these assets. Under this policy, as approved by the Board
of Trustees, long-term assets are invested in a manner that is intended to produce results that match or
exceed a blended benchmark of domestic and international equities, corporate bonds and limited
partnerships, while assuming a moderate level of investment risk.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Community 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 Community 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

The Community Foundation has a policy of distributing annually each year 5 percent of its long-term
assets’ average fair value over the prior ending eight quarters through the calendar year-end of the
preceding fiscal year in which the distribution is planned. In establishing this policy, the Community
Foundation considered the long-term expected return on its assets. This is consistent with the
Community Foundation’s objective to maintain the purchasing power of the long-term assets held, as well
as to provide additional real growth through new gifts and investment return.

The following table provides information regarding the change in board designated endowment net assets
for the years ended December 31:

2018 2017
Endowment net assets,
beginning of year $ 44,361,653 $ 39,931,124
Investment return
Investment income 691,852 481,768
Realized gains 320,128 661,968
Unrealized (losses) gains (3,000,759) 4,947,184
42,372,874 46,022,044
Contributions received 64,847 214,468
Interfund transfers (719,100) (678,321)
Appropriated for expenditure (2,947,919) (1,196,538)

$ 38,770,702 $ 44,361,653

SUBSEQUENT EVENTS

The Community Foundation has evaluated subsequent events occurring after the statement of financial
position date through the date of September 11, 2019, which is the date the financial statements were
available to be issued. Based on this evaluation, the Community Foundation has determined that no
subsequent events have occurred which require disclosure in or adjustment to the financial statements.
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