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INDEPENDENT AUDITOR'S REPORT 

 

 

 

To the Board of Directors of 

 The Birmingham Foundation 

 

 

We have audited the accompanying financial statements of The Birmingham Foundation, which comprise 

the statements of financial position as of June 30, 2020 and 2019, and the related statements of activities 

and cash flows for the years then ended, and the related notes to the financial statements. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or error. 

 

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 audit to obtain reasonable assurance about 

whether the financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements.  The procedures selected depend on the 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 organization’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 organization’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. 
 

 

 

  



INDEPENDENT AUDITOR' S REPORT
(continued)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Birmingham Foundation as of June 30,2020 and2019, 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.

5 !&LLf
September 30, 2020



THE BIRMINGHAM FOUNDATION

STATEMENTS OF FINANCIAL POSITION

2020 2019

ASSETS

Cash $ 113,703 $         197,128 

Cash held for agency liability (Note 2) 18,130           20,000 

Accrued investment income 7,638 19,929

Agency receivables (Note 2)           22,390 6,203           

Investments (Note 4)

Short-term investments 508,255 145,695

Bonds and bond funds 2,703,101 2,578,175

Equities and equity funds 14,992,175 17,732,967

Real estate limited partnership 450,000 450,000

Total investments 18,653,531 20,906,837

Program-related investments (Note 5) 2,521,014 1,280,000

Prepaid rent (Note 8) 42,134 54,134

Furniture and equipment, net of accumulated

 depreciation of $36,464 and $35,444, respectively             3,813 4,833           

Total assets $ 21,382,353 $ 22,489,064

LIABILITIES AND NET ASSETS WITHOUT RESTRICTION

Liabilities

Contributions payable (Note 2) $ 1,100,000 $ 1,075,000    

Federal excise tax payable 40,962         5,245           

Agency liability (Note 2) 18,130         20,000         

Total liabilities 1,159,092    1,100,245    

Net assets without restriction 20,223,261 21,388,819

Total liabilities and net assets without restriction $ 21,382,353 $ 22,489,064

June 30,

The accompanying notes are an integral part of these financial statements.
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THE BIRMINGHAM FOUNDATION

STATEMENTS OF ACTIVITIES

2020 2019

Income

Investment return, net $ 915,815 $ 1,475,610

Other 11,990 19,700

Total income 927,805 1,495,310

Expenses

Contributions and administrative expenses

Contributions 1,706,136 2,296,089

Salary, benefits, and payroll taxes 213,085 187,327

General and administrative 66,555 67,068

Professional fees 39,559 30,868

Occupancy (Note 8) 24,000 24,818

Total contributions and administrative expenses 2,049,335 2,606,170

Federal excise and income tax expenses 44,028 21,604

Total expenses 2,093,363 2,627,774

Decrease in net assets without restriction (1,165,558) (1,132,464)

Net assets without restriction, beginning of year 21,388,819 22,521,283

Net assets without restriction, end of year $ 20,223,261 $ 21,388,819

Year ended June 30,

The accompanying notes are an integral part of these financial statements.
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THE BIRMINGHAM FOUNDATION

STATEMENTS OF CASH FLOWS

2020 2019

Cash flows from operating activities

Decrease in net assets without restriction $ (1,165,558) $ (1,132,464)

Adjustments to reconcile decrease in net assets without 

restriction to net cash used in operating activities

Forgiveness of program-related investment 150,000       --                 

Net gain on investments (390,067) (888,170)

Depreciation 1,020           268              

Amortization of prepaid rent 12,000 12,000

Increase (decrease) in cash from changes in

Accrued investment income 12,291 2,911

Agency receivables (16,187) (6,203)          

Contributions payable 25,000         1,025,000    

Federal excise tax payable 35,717         (4,550)          

Net cash used in operating activities (1,335,784) (991,208)

Cash flows from investing activities

Net increase in short-term investments (362,560) (30,536)

Purchases of investments (11,284,903) (518,108)

Proceeds from dispositions of investments 14,290,836 1,395,546

Purchases of program-related investments (1,391,014) (190,000)

Proceeds from program-related investments --                 140,000

Purchases of fixed assets --                 (5,101)          

Net cash provided by investing activities 1,252,359 791,801

Net decrease in cash (83,425) (199,407)

Cash, beginning of year 197,128 396,535

Cash, end of year $ 113,703 $ 197,128

Year ended June 30,

The accompanying notes are an integral part of these financial statements.
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THE BIRMINGHAM FOUNDATION 
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NOTES TO FINANCIAL STATEMENTS 

 

 

NOTE 1 - ORGANIZATION 

 

The Birmingham Foundation ("Foundation") was incorporated as a charitable organization to 

support and provide funding for quality health care and related community services to the 

South Pittsburgh community and serve the charitable purpose of promoting the well-being of 

the community.  The Foundation's primary area of charitable focus includes Youth Outcomes.  

The Foundation serves as a change agent for improved health and wellness in South Pittsburgh 

through the dynamic use of resources such as grantmaking, information-sharing, partnering and 

leveraging of assets.   

 

The Foundation was established as the result of the sale of The South Side Hospital of 

Pittsburgh, Pennsylvania, to the University of Pittsburgh Medical Center on April 30, 1996 for 

$17,000,000. 

 

During fiscal year 2010, The Thomas Brown Alton Foundation (“Alton”) was created and now 

operates under the Foundation.  The fund was created in memory of Thomas Brown Alton.  

Alton’s primary area of charitable focus is South Pittsburgh and it identifies potential charitable 

recipients with the help of the Foundation. 

   

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Investments and related income 

 

Investments are reported at fair value on the accompanying statements of financial position. 

Changes in the fair value of investments as well as realized gains and losses are included in the 

investment return, net reported in the accompanying statements of activities. 

 

The fair values of short-term investments approximate their cost.  The fair values of preferred 

stocks will generally approximate their cost.  The fair values of a U.S. Government obligation, 

listed equities, and listed equity and bond funds are based on their quoted market prices.  The 

fair value of the corporate bond is based on a price supplied to the Foundation’s custodian by 

an independent bond-pricing service. 

 

The fair value of the real estate limited partnership investment is estimated in good faith by 

management due to the absence of a quoted market value and approximates its cost.  This 

estimate is made primarily by using information provided by the general partner.  However, 

because of the inherent uncertainty of valuation, this estimated fair value may differ 

significantly from the value that would have been used had a ready market for this investment 

existed. 



THE BIRMINGHAM FOUNDATION 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Investments and related income (continued) 

 

Investments measured and reported at fair value are classified and disclosed in one of the 

following categories based on the extent of market price observability: 

   

Level I - Quoted prices are available in active markets for identical assets as of the 

reporting date.  The types of investments held by the Foundation included in Level I 

include short-term investments, a U.S. Government obligation, listed equities, and listed 

equity and bond funds. 

 

Level II - Pricing inputs are other than quoted market prices included within Level I, 

however, are observable, either directly or indirectly for the investment.  The Foundation 

includes its investments in preferred stocks and a corporate bond  in Level II. 

 

Level III - Pricing inputs are unobservable for the investment and include situations 

where there is little, if any, market activity for the investment.  The inputs into the 

determination of fair value require significant management judgment or estimation.  The 

Foundation includes its investment in the real estate limited partnership in Level III. 

 

Realized gains and losses on dispositions of investments are determined by the specific 

identification method, except for listed equity and bond funds, which are determined by the 

average cost method.  Investments considered to be permanently impaired in value are written 

down to their estimated net realizable value and the write down is recorded as a realized loss on 

investments. 

 

Interest and dividend income are recognized on the accrual basis, except for interest income 

from program-related investments (“PRI”), which is recognized when received.  Distributions 

from the real estate limited partnership are recorded as income to the extent the investee has 

cumulative undistributed income allocable to the Foundation; distributions in excess of the 

amount recognized as income are recorded as a reduction of investment cost.  

 

The Foundation's investments are exposed to various risks, such as interest rate, market and 

credit risk.  Due to the level of risk associated with investments and the level of uncertainty 

related to changes in the fair value of investments, it is at least reasonably possible that 

significant changes in risks in the near term may materially affect the value of investments as 

compared to the values reported in the financial statements. 

 

Cash  

 

The Foundation maintains its cash in a bank account which, at times, may exceed federally 

insured limits.  The Foundation does not believe it is exposed to any significant credit risk on 

cash.
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Contributions 

 

The Foundation generally recognizes a liability and corresponding expense for both single and 

multi-year contributions, if present, in the amount expected to be paid when contributions are 

approved by the Board of Directors.  Although the Foundation does not ordinarily impose 

substantive conditions on recipients of contributions, the Board of Directors does undertake a 

review prior to paying each installment of multi-year contributions.  Therefore, it is possible 

that unforeseen circumstances could cause the Board of Directors to revoke such installments, 

if present. 

 

Contributions payable as of June 30, 2020 are due to be paid as follows: 

 

           2021 $ 225,000 

           2022  175,000 

           2023  100,000 

           2024  100,000 

2025  100,000 

           Thereafter  400,000 

   

 $ 1,100,000 

 

Contributions payable due in excess of one year are not recorded at their present value using a 

discount rate commensurate with the risks involved because the present value is not materially 

less than the amounts expected to be paid. 

 

Agency transactions 

 

The Foundation periodically acts as a financial conduit for various unrelated not-for-profit 

organizations.  When assets are held on behalf of such an organization, the Foundation 

recognizes an agency liability.  As the Foundation is directed to distribute the assets, the agency 

liability is reduced.  As of June 30, 2020 and 2019, the Foundation had an outstanding agency 

liability of $18,130 and $20,000, respectively.   

 

The Foundation recognizes an agency receivable when payments are made on behalf of such an 

organization prior to obtaining funding.  The Foundation had outstanding agency receivables of 

$22,390 and $6,203 as of June 30, 2020 and 2019, respectively.  
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

 Use of estimates 

 

The preparation of financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 

assumptions that affect the reported amounts of assets and liabilities and disclosure of 

contingent assets and liabilities as of 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. 

 

Functional allocation of expenses 

 

The costs of providing contributions and administrative expenses have been summarized on a 

functional basis in the statements of activities. Certain costs have been allocated among 

contributions and administrative expenses based on estimates of time and effort. 

 
Subsequent events 

 

The Foundation evaluates events and transactions occurring subsequent to the date of the 

financial statements for matters requiring recognition or disclosure in the financial statements.  

The accompanying financial statements consider events through September 30, 2020, the date 

on which the financial statements were available to be issued. 

 

 

NOTE 3 -  LIQUIDITY AND AVAILABILITY  

 

As of June 30, 2020, the Foundation had $18,324,872 of financial assets available within one 

year of the statement of financial position date to meet cash needs for general expenditures, 

which was comprised of cash of $113,703, accrued investment income of $7,638, and 

investments of $18,203,531.  As of June 30, 2019, the Foundation had $20,673,894 of financial 

assets available within one year of the statement of financial position date to meet cash needs 

for general expenditures, which was comprised of cash of $197,128, accrued investment income 

of $19,929, and investments of $20,456,837.  None of the financial assets are subject to donor 

restrictions or Board designations that make them unavailable for general expenditures within 

one year of the statement of financial position dates. 

 

The Foundation manages its financial assets by operating with a prudent range of financial 

soundness and stability, maintaining adequate liquid assets, and maintaining sufficient reserves 

to provide reasonable assurance that contribution commitments that support the mission of the 

Foundation will continue to be met, ensuring the sustainability of the Foundation. 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 4 -    INVESTMENTS 

 

Following is a summary of the cost and fair value of investments as of June 30: 

 
  2020 

    Fair  % of 

  Cost  value  Fair value 

       

Short-term investments $ 508,255 $ 508,255  2.7% 

       

Bond funds  2,544,971  2,703,101  14.5% 

       

Equities and equity funds       

   Domestic common stocks  2,594,144  2,488,903  13.3% 

   Preferred stocks 

Equity funds 

 21,585  21,440  0.1% 

      Domestic equity index  6,807,962  8,877,230  47.6% 

      International equity index  2,718,646  2,611,242  14.0% 

      U.S large capitalization growth  300,000  296,977  1.6% 

      U.S. mid to small capitalization  299,769  245,776  1.3% 

      Infrastructure  300,000  266,396  1.4% 

      Real estate  173,464  184,211  1.0% 

       

Total equities and equity funds  13,215,570  14,992,175  80.3% 

       

Real estate limited partnership  450,000  450,000  2.5% 

       

 $ 16,718,796 $ 18,653,531  100.0% 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 4 -    INVESTMENTS (continued) 

 

  2019 

    Fair  % of 

  Cost  value  Fair value 

       

Short-term investments $ 145,695 $ 145,695  0.7% 

       

Bonds and bond funds       

   Bond funds   1,122,027  1,166,350  5.6% 

   U.S. Government obligation  556,112  1,039,988  5.0% 

   Corporate bond  387,910  371,837  1.7% 

       

Total bonds and bond funds  2,066,049  2,578,175  12.3% 

       

Equities and equity funds       

   Common stocks       

      Domestic  1,784,754  3,338,719  16.0% 

      Foreign  135,827  204,100  1.0% 

   Preferred stocks 

Equity funds 

 2,464,286  2,695,973  12.9% 

      Domestic equity index  7,037,184  9,317,440  44.6% 

      International equity index  1,868,980  1,980,810  9.5% 

      U.S. mid to small capitalization  148,065  121,895  0.6% 

      Foreign equity index  50,282  74,030  0.4% 

       

Total equities and equity funds  13,489,378  17,732,967  85.0% 

       

Real estate limited partnership  450,000  450,000  2.0% 

       

 $ 16,151,122 $ 20,906,837  100.0% 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 4 -    INVESTMENTS (continued) 

 

The valuations of the Foundation's investments by the above fair value hierarchy levels (see 

Note 2) are as follows as of June 30: 
 

  2020 

  Level I  Level II  Level III  Total 

         

Short-term investments $ 508,255 $ -- $ -- $ 508,255 

Bond funds  2,703,101  --  --  2,703,101 

Equities and equity funds  14,970,735  21,440  --  14,992,175 

Real estate limited partnership  --  --  450,000  450,000 

         

 $ 18,182,091 $ 21,440 $ 450,000 $ 18,653,531 

 

  2019 

  Level I  Level II  Level III  Total 

         

Short-term investments $ 145,695 $ -- $ -- $ 145,695 

Bonds and bond funds  2,206,338  371,837  --  2,578,175 

Equities and equity funds  15,036,994  2,695,973  --  17,732,967 

Real estate limited partnership  --  --  450,000  450,000 

         

 $ 17,389,027 $ 3,067,810 $ 450,000 $ 20,906,837 

 

The nature of the real estate limited partnership investment is such that the general partner 

generally invests in underlying investments related to the acquiring, owning, operating, 

managing, trading, holding, selling, and exchanging of real property.  In addition, the 

Foundation, as a limited partner, is not permitted to withdraw from the partnership prior to 

liquidation without the approval of the general partner.  Therefore, the Foundation’s investment 

in the partnership is illiquid and may be restricted from conversion to cash unless the 

partnership’s assets are sold or the partnership is liquidated.  There was no activity affecting the 

carrying value of the real estate limited partnership investment during fiscal year 2020 and 

2019. 

 

Investments in two equity funds account for $10,341,973, or approximately 55%, and 

$9,317,440, or approximately 45%, of the fair value of the Foundation's investments as of June 

30, 2020 and 2019, respectively.   
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 NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 5 - PROGRAM-RELATED INVESTMENTS 

 

The Foundation has several PRIs, which consist of credit commitments to unrelated entities.   A 

PRI is defined in Section 4944 of the Internal Revenue Code as an investment in which its 

primary purpose is to accomplish a charitable, educational, or other similar purpose, and in 

which the production of income or capital appreciation is not a significant purpose of the 

investment.  The loan proceeds are being used for the acquisition of residential and commercial 

properties in blighted or distressed areas of the South Pittsburgh community and rehabilitation 

of these properties to transform streets and improve neighborhoods, as well as various 

community initiatives with an emphasis on creating employment opportunities for underserved 

residents.  As of June 30, 2020 and 2019, these investments are carried at cost, which 

approximates management’s estimate of fair value.  Available pricing inputs are unobservable 

for these investments and the determination of fair value requires significant management 

judgment and estimation.  These investments are anticipated to have a less than fair market 

value return.  In the year of the investment, the Foundation receives a credit toward its 

distribution requirement related to its excise tax calculation (see Note 6).  When the investment 

is recovered by the Foundation a negative distribution is recognized in the excise tax 

calculation.   

 

One commitment provides for maximum borrowings of up to $2,525,000, on three separate 

loans of $450,000, $675,000, and $1,400,000. Any outstanding borrowings from the 

$1,400,000 loan are due and payable on a date five years following the date of disbursement. 

Any outstanding borrowings from the $450,000 or $675,000 loans are due and payable on a 

date one year following the date of disbursement for the respective loan.  This PRI is 

collateralized by an open-end mortgage on properties acquired with loan proceeds.  With 

written notice given to the borrower, the Foundation may accelerate the maturity of this PRI at 

any time, provided that the notice permits the borrower to repay any outstanding borrowings 

within six months of receiving such notice.  No such notice was given by the Foundation.  

Interest on the loan is receivable by the Foundation quarterly in arrears and accrues at an annual 

rate of 8%.  There was $1,840,000 outstanding under this commitment as of June 30, 2020 and 

$450,000 outstanding under this commitment as of June 30, 2019. 

 

The second commitment provides for maximum borrowings of up to $100,000.  Any 

outstanding borrowings are due and payable on a date following the sale or refinancing of any 

of the mortgaged properties for which borrowings were extended pursuant to this commitment.  

This PRI is collateralized by an open-end mortgage on properties acquired with loan proceeds.  

With written notice given to the borrower, the Foundation may accelerate the maturity of this 

PRI at any time.  No such notice was given by the Foundation.  Interest on the loan is 

receivable by the Foundation in arrears and accrues at an annual rate of 5%.  As of June 30, 

2020 and 2019, there was $100,000 outstanding under this commitment.   
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 5 - PROGRAM-RELATED INVESTMENTS (continued) 

 

The third commitment provides for maximum borrowings of up to $40,000.  Any outstanding 

borrowings are due and payable on a date following the sale or refinancing of any of the 

mortgaged properties for which borrowings were extended pursuant to this commitment.  This 

PRI is collateralized by an open-end mortgage on properties acquired with loan proceeds.  With 

written notice given to the borrower, the Foundation may accelerate the maturity of this PRI at 

any time.  No such notice was given by the Foundation.  Interest on the loan is receivable by 

the Foundation in arrears and accrues at an annual rate of 5%.  As of June 30, 2020 and 2019, 

there was $40,000 outstanding under this commitment. 

  

The fourth commitment provides for maximum borrowings of up to $100,000.  Any 

outstanding borrowings are due and payable on July 1, 2021.  Interest on the loan is receivable 

by the Foundation in arrears and accrues at an annual rate of 8%.  As of June 30, 2020 and 

2019, there was $100,000 outstanding under this commitment.   

 

The fifth commitment provides for maximum borrowings of up to $55,000.  Any outstanding 

borrowings are due and payable on a date following the sale or refinancing of any of the 

mortgaged properties for which borrowings were extended pursuant to this commitment.  This 

PRI is collateralized by an open-end mortgage on properties acquired with loan proceeds.  With 

written notice given to the borrower, the Foundation may accelerate the maturity of this PRI at 

any time.  No such notice was given by the Foundation.  Interest on the loan is receivable by 

the Foundation in arrears and accrues at an annual rate of 10%.  As of June 30, 2020 and 2019, 

there was $55,000 outstanding under this commitment.   

 

The sixth commitment provides for maximum borrowings of up to $300,000.  Outstanding 

borrowings are due on July 31, 2021.  This PRI is collateralized by a mortgage on a property 

acquired with the loan proceeds.  Interest on the loan is receivable by the Foundation in arrears 

and accrues at an annual rate of 6%.  As of June 30, 2020 and 2019, there was $300,000 

outstanding under this commitment.   

 

The seventh commitment provides for maximum borrowings of up to $35,000.  Any 

outstanding borrowings are due and payable on a date following the sale or refinancing of any 

of the mortgaged properties for which borrowings were extended pursuant to this commitment.  

This PRI is collateralized by an open-end mortgage on properties acquired with loan proceeds.  

With written notice given to the borrower, the Foundation may accelerate the maturity of this 

PRI at any time.  No such notice was given by the Foundation.  Interest on the loan is 

receivable by the Foundation in arrears and accrues at an annual rate of 6%.  As of June 30, 

2020 and 2019, there was $35,000 outstanding under this commitment.   

 

The eighth commitment provides for maximum borrowings of up to $200,000.  Any 

outstanding borrowings are due and payable on July 1, 2020.  Interest on the loan is receivable 

by the Foundation in arrears and accrues at an annual rate of 9%.  As of June 30, 2020 and 

2019, there was $50,000 outstanding under this commitment.  The Foundation expects to write 

off this loan during the 2021 fiscal year. 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 5 - PROGRAM-RELATED INVESTMENTS (continued) 

 

Another commitment provided for maximum borrowings of up to $150,000.  As of June 30, 

2019, there was $150,000 outstanding under this commitment.  During 2020, the entity 

experienced financial hardship and the outstanding loan proceeds were forgiven by the 

Foundation.  The loss on loan forgiveness is included in contributions on the statement of 

activities for the year ended June 30, 2020.      

 

 

NOTE 6 - TAXES 

 

The Foundation is qualified as a private, non-operating foundation under Section 501(c)(3) of 

the Internal Revenue Code.  The Foundation is exempt from federal income tax under Section 

501(a) of the Internal Revenue Code, but is obligated to pay income tax on its unrelated 

business income (as defined), if any.  In addition to a federal excise tax on net investment 

income, private foundations are subject to tax on the amount by which their minimum 

investment return exceeds distributions.  The Foundation had no undistributed income in 2020 

or 2019.  The Foundation has not provided for deferred excise or unrelated business income 

taxes in these financial statements with respect to tax effects of differences between the bases 

of assets for financial reporting and tax purposes due to the insignificance of such deferred 

taxes relative to the financial statements as a whole.  The Foundation’s federal income tax and 

excise tax returns for fiscal years 2017 and beyond remain subject to examination by the 

Internal Revenue Service. 

 

 

NOTE 7 - RETIREMENT PLANS 

 

The Foundation sponsors a simplified employee pension – individual retirement account 

contribution plan under Section 408(k) of the Internal Revenue Code which covers all full-time 

employees with one or more years of employment.  The plan is funded entirely with 

Foundation contributions based on a percentage (6%) of covered compensation.  Contributions 

of $20,803 were made for the year ended June 30, 2020.  There were no contributions made for 

the year ended June 30, 2019.  

 

The Foundation also sponsors a retirement plan under Section 403(b) of the Internal Revenue 

Code which covers all full-time employees.  The plan is funded with both employer and with 

employee contributions. 
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NOTES TO FINANCIAL STATEMENTS 

(continued) 

 

NOTE 8 - COMMITMENT 

 

The Foundation entered into a long-term lease agreement on January 12, 2007, the term of 

which extends for fifteen years from the date of completion of certain renovations (see below), 

with the option to renew the lease for three additional five-year periods. The Foundation has the 

right to terminate this lease with 180 days notice.  

 

The Foundation agreed to fund advances to the landlord for renovations of the leased premises 

which took place during a prior fiscal year.  The advances, which are included as prepaid rent 

on the statements of financial position, were converted to a promissory note by the landlord, 

collateralized by a mortgage on the leased real property, and are reimbursed to the Foundation 

by means of rent credits of $1,000 per month, which commenced in October 2007. 

 

Future minimum lease obligations (before reduction by the above-mentioned rent credits) under 

this lease are as follows as of June 30, 2020: 

   

Years ending June 30,   

   

2021 $ 24,000 

2022  24,000 

2023  8,000 

   

 $ 56,000 

 

The Foundation recognized rental expense of $24,000 and $24,818 for the years ended June 30, 

2020 and 2019, respectively, including cash payments of $12,000 and $12,818 and the 

amortization of prepaid rent of $12,000 for both the years ended June 30, 2020 and 2019.  

 

 

NOTE 9 - RISKS AND UNCERTAINTIES 

 

On March 11, 2020, the World Health Organization declared the outbreak of COVID-19 as a 

pandemic.  The impact of COVID-19 on the financial performance of the Foundation’s 

investments will depend on future developments, including the duration of the outbreak and 

related restrictions.  The impact on financial markets and the overall economy are highly 

uncertain and cannot be predicted.  If the financial markets and/or the overall economy are 

impacted for an extended period, the Foundation’s investment results may be materially and 

adversely affected. 
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