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INDEPENDENT AUDITOR’S REPORT

April 19, 2017

To the Board of Trustees
Catholic Community Foundation of Mid-Michigan
Saginaw, Michigan

We have audited the accompanying financial statements of the Catholic Community
Foundation of Mid-Michigan (a nonprofit organization), which comprise the statement of
financial position as of December 31, 2016, and the related statements of activities and
cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we ptan 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 entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.
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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 the Catholic Community Foundation of Mid-Michigan
as of December 31, 2016, and the changes in its net assets and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the
United States of America.

Report on Summarized Comparative Information

We have previously audited the Catholic Community Foundation of Mid-Michigan’s 2015
financial statements, and our report dated May 5, 2016, expressed an unmodified
opinion on those audited financial statements. In our opinion, the summarized
comparative information presented herein as of and for the year ended December 31,
2015, is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The Schedule of Endowed Funds listed in the table of contents
is presented for purposes of additional analysis and is not a required part of the financial
statements. The Schedule of Endowed Funds has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and accordingly, we
express no opinion on it.
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CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

2016 2015
Cash flows from operating activities

Increase (decrease) in net assets $ 1,580,525 $ (710,276)
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities

Unrealized (gain) loss on investments (434,357) 1,391,064
Change in value of split interest agreement 3,194 336,764
Changes in operating assets and liabilities which provided (used) cash
Accrued income - 508
Promises to give 139,025 (5,436)
Accounts payable 12,379 12,872
Net cash provided (used) by operating activities 1,300,766 1,025,496

Cash flows from investing activities

Purchase of investments (972,131) (896,244)
Net cash provided (used) by investing activities (872,131) (896,244)
Cash flows from financing activities
Note payable (173,174) -
Payments on annuity obligations (V8,750) (71,800)
Net cash provided (used) by financing activities (251,924) (71.800)
Net increase (decrease) in cash and cash equivalents 76,711 57,452
Cash and cash equivalents at the beginning of the year 782,151 724,699
Cash and cash equivalents at the end of the year $ 858,862 $ 782,151

Supplemental disclosures of cash flow information
Interest paid 3 1,375 ] 1,375

See accompanying notes to financial statements.



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 1--Significant Accounting Policies

Nature of Organization

The Catholic Community Foundation of Mid-Michigan (Foundation) is a non-profit
organization whose mission is to develop and manage funds to secure and
further God’s work in mid-Michigan communities. The Foundation is guided by
Gospel values and the teachings of the Catholic Church. The Foundation’s
revenue is derived from contributions from individuals and organizations.

Method of Accounting

The financial statements of the Foundation have been prepared utilizing the
accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America.

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Statements of Financial Accounting Standards
(SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under
SFAS 117, the Foundation is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net
assets, temporarily restricted net assets, and permanently restricted net assets.
The Foundation has temporarily and permanently restricted net assets at
December 31, 2016 and 2015.

Restricted and Unrestricted Revenue

Contributions received are recorded as increases in unrestricted, temporarily
restricted, or permanently restricted net assets, depending on the existence and
nature of any donor restrictions.

The Foundation reports gifts of cash and other assets as restricted 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, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the statement of activities
as net assets released from restriction.

Permanently restricted net assets include the principal amount accepted by the
Foundation with the donor's stipulation that the principal be maintained in
perpetuity.

The income from the investment of these resources is expended for general or
restricted purposes as specified by the donor.



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 1--Significant Accounting Policies (continued)

Estimates

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

Investments

Investments in cash equivalents, debentures, and marketable equity securities
with readily determinable fair values are stated at fair market value as
determined by the custodian (Northern Trust). Unrealized gains and losses are
included in the statement of activities. Realized and unrealized gains and losses
from investments along with income generated from the investments are
allocated to the individual endowments based on the ratio of the individual
endowment balance to the investment pool as a whole. Gains, losses, and
investment income are recorded as unrestricted or restricted in accordance with
the wishes of the donor.

Cash and Cash Equivalents

The Foundation considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents. The Foundation has no
cash equivalents outside of its investments.

Annuity Obligations

Charitable gift annuities are recognized in the period the contract is executed.
Assets are recorded at fair value and an annuity obligation is recorded at the fair
value of the life expected future cash flows.

Disbursement Policy

Income available for spending is determined by a total return system using a 12-
quarter rolling average system. The amount available to spend is based on four
percent of the endowed funds average market value.

Income Taxes

The Foundation is a non-profit organization which is exempt from federal income
taxes under 501 (c)(3) of the Internal Revenue Code and is exempt from similar
state and local taxes.

Allocated Expenses

Operating expenses have been allocated between program and supporting
services expenses based on actual expenses incurred.
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CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 1--Significant Accounting Policies (continued)

Variance Power

Federal regulations require that the governing body of a community foundation
“‘must have the power ... to modify any restriction or condition on the distribution
of funds for any specified charitable purposes or to specified organization if in the
sole judgment of the governing body... such restriction or condition becomes, in
effect, unnecessary, incapable of fulfilment, or inconsistent with the charitable
needs of the community or area served.”

Date of Management’s Review

Subsequent events were evaluated through April 19, 2017, which is the date the
financial statements were available to be issued.

NOTE 2--Investments

The Foundation’s investments are in trust with the National Catholic Investment
Pool (NCIP). The NCIP is managed by the Michigan Catholic Conference. Cap
Trust is the financial consultant and Northern Trust is the custodian. Investments
are made solely in the interest of the participants and beneficiaries of the
Foundation and for the exclusive purpose of providing benefits accrued there
under and defraying the reasonable expenses of administration. The
Foundation’s investments are diversified to minimize the risk of large losses and
investment in securities that conflict with the official moral and social teachings of
the Roman Catholic Church are prohibited. The return objectives of the
investments are to meet or exceed cumulative annual total return over a five-year
moving average of a balanced market index comprised of 55% S&P 1500, 10%
MSCI EAFE, and 35% Lehman Brothers Intermediate Government Credit Bond
Index. The Foundation allocates 60% of its funds to equity investments, 30% of
its funds to fixed investments, and 10% to other investment vehicles.

When it is possible to do so without invading investment principal, disbursements
are on a semi-annual basis at the discretion of the Board of Trustees. The
Foundation’s policy is to make the semi-annual disbursements based on the
most recent twelve quarters fair market value rolling average asset values.

The following table summarizes the market value (carrying value) of the
Foundation’s investments at December 31, 2016 and 2015.

2016 2015
Cash and equivalents % 70,606 $ 220,888
Corporate stock 17,167,037 15,986,423
U.S. Government & corporate obligations 7,049,965 6,644,086
$ 24,287,608 $ 22,851,397



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 3--Promises to Give

The Foundation held the Legacy of Faith Campaign during fiscal 2010 and 2011.
The Campaign was conducted in order to raise funds for large construction
projects at Nouvel Catholic Central High School and Bay City All Saints High
School. The campaign promises to give are recorded as temporarily restricted
net assets at December 31, 2016 and 2015.

Pledges receivable at December 31, 2016 and 2015 are as follows:

2016 2015

Total promises to give $1,148,170 $1,274,070
Less discount to present value (125,285) (112,160)
Less allowance for doubtful accounts {85,514) (85,514)
Net pledges receivable $ 937,371 $ 1,076,396
Amount due in less than one year $ 159,848 $ 227413
Amount due in one to five years 688,322 1,046,657
Amount due in more than five years 300,000 -

$1,148,170 $1,274 070

Promises to give that will be collected after December 31, 2017 are discounted at
3% at December 31, 2016.

NOTE 4--Concentrations of Credit Risk

The Foundation invests temporary cash at a federally chartered credit union
located in Saginaw, Michigan. Deposits are insured up to $250,000 by the
National Credit Union Administration. The Foundation had uninsured cash
balances of $262,034 at December 31, 2016. The carrying value of those
deposits was $788,256 at December 31, 2016.

The Foundation also maintains cash and equivalents in a variety of financial
instruments within its investment portfolio. The Foundation has a socially
responsible investment policy to provide long-term growth of principal and
income without undue exposure to risk. Assets are diversified and monitored on
an on-going basis.

NOTE 5--Charitable Gift Annuities

The Foundation has been named beneficiary of five charitable gift annuities. The
assets are recognized at their fair value. The donors will receive a specified
amount of income annually. Upon their death, the balance of the assets will be
distributed to the Foundation. The fair value of those assets at December 31,
2016 and 2015 was $609,085 and $367,164, respectively.



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 6--Investment Expenses and Fees

The Foundation incurred $88,083 and $116,190 in professional investment
management fees during the years ended December 31, 2016 and 2015,
respectively.

Administrative fees are based on the market value of the individual funds that
comprise the investment pool. Funds are charged as follows:

Fund market value Of the
Over But not over Administrative fee  + 9% on excess amount over
3 " $ 250,000 3 - 1.80% 3 -
3 250,001 $ 1,000,000 5 4125 1.35% $ 250,000
3 1,000,001 = ==e--cea--- 3 13,125 1.05% $1,000,000

The administrative fee is considered to be released from restriction and is used
to pay for the purchased administrative services of the Foundation. This fee
includes, but is not limited to, accounting, auditing, attorney fees, human
resources, Executive Director services, community relations and marketing, fund
raising services, Bishop’s services, and other office and supplies expenses. The
fee is calculated on a monthly basis based on the current month’s beginning
balance of each individual endowed fund. The amounts for the years ended
December 31, 2016 and 2015 are summarized below:

2016 2015
Administrative fees charged $ 399,780 $ 368,312

NOTE 7—Services and Materials Agreement

The Foundation entered into an agreement with the Catholic Diocese of Saginaw
(Diocese) dated July 1, 2015 (Agreement.) Under the terms of the Agreement,
the Diocese acts as an independent contractor and service advisor by providing:
professional services, office equipment and materials, office space, telephone
and postal services to the Foundation. The Diocese charged the Foundation
$224,558 during the calendar year ending December 31, 2016 and $223,700
during the calendar year ending December 31, 2015.

NOTE 8—Fair Value Measurements

The following tables represent information about the Foundation’s assets
measured at fair value on a recurring basis at December 31, 2016, and 2015 and
the valuation techniques used at the Foundation to determine fair value.

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



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 8—Fair Value (continued}

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

Level 3 inputs are unobservable inputs, including inputs that are available in
situations where there is little, if any, market activity for the related asset.

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

Disclosures concerning assets measured at fair value on a recurring basis are as
follows:

Fair Value Measurements at
Reporting Date Using:

Quoted prices

In active Significant
Markets for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs Total

(Level 1) (Level 2) (Level 3) Fair Value

December 31, 2016
Cash and equivalents 3 70,606 ] - 3 - 3 70,606
Corporate stock 14,803,814 2,363,223 - 17,167,037
U.S. Government & corporate obligations 63,784 6,986,181 - 7,049,965
Totals $ 14,938,204 $ 9,349,404 3 - $ 24,287,608
Fair Value Measurements at
Reporting Date Using:
Quoted prices
In active Significant
Markets for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs Total

(Level 1) (Level 2) (Level 3) Fair Value

December 31, 2015
Cash and equivalents 3 220,888 5 - 5 - 3 220,888
Corporate stock 15,986,423 - - 15,986,423
U.S. Government & corporate obligations 1,117,770 5,526,316 - 6,644,086
Totals $ 17,325,081 $ 5,526,316 3 - & 22,851,397

Fair values for investments are determined by reference to quoted market prices
and other relevant information generated by market transactions.

9



CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN
NOTES TO FINANCIAL STATEMENTS

NOTE 9--Note Payable

During the year ended December 31, 2013, the Foundation entered into a loan
agreement with the Catholic Diocese of Saginaw for unpaid service agreements
for the period of December 2009 through December 2011. The balance of this
loan is $376,826 at December 31, 2016. The note charges .25% interest on the
unpaid balance and the interest is required to be paid annually. Principal
payments may be made at any time without penalty and any unpaid amounts are
required to be paid in full via a balloon payment on February 1, 2018. The terms
of the note also require that the Foundation pay the current service agreement
amounts to the Diocese as they come due.

Note 10--Subsequent Event

During the fourth quarter of 2016, the Foundation received a large unrestricted
donation. Using those funds, the Foundation made a payment on the note
payable owed to the Catholic Diocese of Saginaw in the amount of $58,677 on
January 13, 2017.

10



SUPPLEMENTARY FINANCIAL DATA
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CATHOLIC COMMUNITY FOUNDATION OF MID-MICHIGAN

SCHEDULE OF ENDOWED FUNDS
DECEMBER 31, 2016 AND 2015

Parish funds

Catholic school funds

Catholic education and scholarship funds
Operational funds (deficit)
Miscellaneous funds

Assistance to the poor funds

Priest and Religious retirement funds
Cemetery Funds

Seminarians funds

Catholic agencies funds

Donor advised funds

Charitable gift annuities

Total net assets

2016

$ 2,756,485
11,838,575
1,673,042
(67,676)
100,322
1,207,944
303,511
225,041
3,167,998
56,546
3,312,717

564,164

2015

$ 2,680,035
11,685,470
1,644,846
(364,130)
66,583
1,127,692

300,052

3,004,979
55,808
3,089,644

367,165

$ 25,138,669

$ 23,558,144

See independent auditor’s report on supplementary financial information.
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