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REPORT OF INDEPENDENT AUDITORS

Board of Directors of the

Harrison County Community Foundation, Inc.,

Harrison County Community Foundation Supporting Organization, Inc. and
HCCF Real Estate Supporting Organization, Inc.

Corydon, Indiana

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of the Harrison County
Community Foundation, Inc., Harrison County Community Foundation Supporting Organization, Inc.
and the HCCF Real Estate Supporting Organization, Inc. (collectively referred to as the “Foundation”),
which comprise the consolidated statements of financial position as of December 31, 2019 and 2018,
and the related consolidated statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the consolidated financial statements.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 consolidated 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 consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated 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
consolidated 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 consolidated
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 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of the Foundation as of December 31, 2019 and 2018,
and the results of their operations and their cash flows for the years then ended in conformity with

accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The consolidating information in the consolidating statement of financial
position and the consolidating statement of activities is presented for purposes of additional analysis
rather than to present the financial position and results of operations of the individual organizations,
and is not a required part of the consolidated financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The
consolidating information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the consolidated financial statements or to the consolidated financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the consolidating information is fairly stated in all material respects
in relation to the consolidated financial statements as a whole.

Blue L G, LLL

Seymour, Indiana

April 13, 2020




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019 AND 2018

ASSETS
2019 2018
Cash $ 638,620 $ 1,345,490
Investments 214,467,450 183,407,221
Notes receivable 1,994,968 1,799,226
Property and equipment, net 1,052,191 1,030,138
Property held for lease, net 7,439,623 7,715,565
Other assets 300,000 300,000
Total assets $ 225892852 $ 195,597,640
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses $ 25195 § 25,634
Promise to give 2,144,102 2,202,051
Custodial funds 123,430,675 103,790,337
Charitable gift annuity payable 717,105 744,453
Deferred revenue -0- 377,827
Notes payable 5,964,607 5,964,607
Total liabilities 132,281,684 113,104,909
Net assets
Without donor restrictions:
Harrison County Community Foundation
operating fund 1,885,302 1,536,035
HCCF Supporting Organization funds 70,182,475 62,954,356
HCCF Real Estate Supporting Organization (1,381,173) (1,184,365)
Total without donor restrictions 70,686,604 63,306,026
With donor restrictions:
Restricted due to time restrictions 1,021,412 785,928
Restricted for specified purpose 48,556 109,063
Restricted in perpetuity - endowment 17,251,874 15,952,056
Restricted subject to spending policy 4,602,722 2,339,658
Total with donor restrictions 22,924,564 19,186,705
Total net assets 93,611,168 82,492,731
Total liabilities and net assets $ 225892852 $ 195,597,640




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2019 (WITH COMPARATIVE TOTALS FOR
THE YEAR ENDED DECEMBER 31, 2018)

2019 2018
Without
Donor With Donor
Restrictions Restrictions Total Total
Support and revenues
Contributions and grants $ 1,373,660 $ 853,820 § 2,227,480 $ 2,106,542
Investment return, net 10,098,108 3,387,852 13,485,960 (4,412,687)
Interest and other income 30,544 -0- 30,544 18,866
Administrative fee income 71,095 -0- 71,095 18,222
Rent income 64,449 -0- 64,449 57,949
Change in value of split interest agreement -0- (37,675) (37,675) (10,897)
Net assets released from restrictions 966,138 (966,138) -0- -0-
Total support and revenues 12,603,994 3,237,859 15,841,853 (2,222,005)
Expenses
Program expense 3,957,067 -0- 3,957,067 2,838,517
Management and general 463,823 -0- 463,823 452,049
Fundraising and development 302,526 -0- 302,526 261,109
Total expenses 4,723,416 -0- 4,723,416 3,551,675
Change in net assets 7,880,578 3,237,859 11,118,437 (5,773,680)
Transfers due to matching program (500,000) 500,000 -0- -0-
Net assets, beginning of year 63,306,026 19,186,705 82,492,731 88,266,411
Net assets, end of year $ 70686604 $ 22924564 § 93,611,168 § 82,492,731




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2018

2018
Without
Donor With Donor
Restrictions Restrictions Total
Support and revenues
Contributions and grants $ 1,696,045 % 410,497 $ 2,106,542
Investment return, net (3,220,643) (1,192,044) (4,412,687)
Interest and other income 18,866 -0- 18,866
Administrative fee income 18,222 -0- 18,222
Rent income 57,949 -0- 57,949
Change in value of split interest agreement -0- (10,897) (10,897)
Net assets released from restrictions 792,236 (792,236) -0-
Total support and revenues (637,325) (1,584,680) (2,222,005)
Expenses
Program expense 2,838,517 -0- 2,838,517
Management and general 452,049 -0- 452,049
Fundraising and development 261,109 -0- 261,109
Total expenses 3,551,675 -0- 3,551,675
Change in net assets (4,189,000) (1,584,680) (5,773,680)
Transfers due to matching program (567,616) 567,616 -0-
Net assets, beginning of year 68,062,642 20,203,769 88,266,411
Net assets, end of year $ 63,306,026 $ 19,186,705 $ 82,492,731




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED DECEMBER 31, 2019 AND 2018

Grants

Salaries and benefits
Contracted services
Professional fees

Interest expense

Travel and entertainment

Office supplies

Marketing and promotions
Dues and subscriptions

Depreciation
Utilities

Repairs and maintenance

Insurance

Board development and staff training
Janitorial services

Telephone
Rent

Printing and postage

Other

Total expense

2019 2018
Program Management & Fundraising & Program Management &  Fundraising &
Expenses General Development Total Expenses General Development Total
$ 3,157,999 -0- $ -0- $ 3,157,999 $ 2,086,565 § -0- $ -0- $ 2,086,565
177,827 396,692 109,432 683,951 177,812 382,981 123,101 683,894
7,923 1,152 -0- 9,075 42,076 1,384 -0- 43,460
36,199 16,680 33,360 86,239 23,852 9,335 18,670 51,857
192,919 -0- -0- 192,919 158,511 -0- -0- 158,511
5,062 4,107 483 9,652 2,704 2,193 258 5,155
3,215 2,608 306 6,129 2,734 2,218 261 5213
-0- -0- 95,804 95,804 -0- -0- 68,591 68,591
2,785 2,259 266 5.310 1,471 1,194 140 2,805
306,621 610 68 307,299 277,010 776 86 277,872
4,682 3,798 446 8,926 4,308 3,495 411 8,214
24,624 8,991 1,057 34,672 5,140 4,170 490 9,800
25,251 12,083 1,420 38,754 33,023 12,127 1,425 46,575
-0- -0- 59,456 59,456 -0- -0- 47,300 47,300
2,497 2,023 237 4,757 2,255 1,829 215 4,299
1,954 2,932 -0- 4,886 1,782 2,673 -0- 4,455
1,410 2,115 -0- 3,525 1,432 2,148 -0- 3,580
1,998 1,621 191 3,810 1,689 1,371 161 3,221
4,101 6,152 -0- 10,253 16,153 24,155 -0- 40,308
$ 3,957,067 463,823 $§ 302526 $ 4723416 § 2838517 $ 452,049 § 261,109 § 3,551,675




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2019 AND 2018

2019 2018

Operating activities
Change in net assets $ 11,118,437  § (5,773,680)
Adjustments to reconcile change in net assets
to net cash flows from operating activities:

Depreciation 307,299 277,872
Loss on disposal of property and equipment 3,753 -0-
Contributions restricted to endowment funds (797,861) (399,251)
Reinvested interest and dividend income

received on investments (6,860,875) (13,602,184)
Realized and unrealized (gains) losses on

investments (24,574,828) 23,053,206
Change in value of split interest agreement 37,675 10,897
Change in operating assets and liabilities:

Accounts payable and accrued expenses (439) (689)

Promise to give (57,949) (57,949)

Custodial funds 19,640,338 (2,525,625)

Deferred revenue (377,827) 377,827

Net cash flows from operating activities (1,562,277) 1,360,424
Investing activities
Purchases of property held for lease -0- (39,581)
Purchases of property and equipment (57,163) -0-
Purchases of investments (386,768,750) (7,581,506)
Proceeds from sale of investments 387,144,224 6,255,541
Payments received on notes receivable (195,742) 57,674
Net cash flows from investing activities 122,569 (1,307,872)

Financing activities

Contributions restricted to endowment funds 797,861 399,251
Payments on charitable gift annuity (65,023) (65,023)
Net cash flows from financing activities 732,838 334,228

Net change in cash (706,870) 386,780

Cash, beginning of year 1,345,490 958,710
Cash, end of year $ 638,620 $ 1,345,490

Supplemental disclosure of cash flow information
Cash payments made during the year for interest $ 192919 § 158,511
Supplemental disclosure of non-cash investing
and financing activities
Acquisition of property held for lease with
notes payable $ -0- $ 2,265,123




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

NATURE OF OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Harrison County Community Foundation, Inc. (“HCCF") was established as a not-for-profit
organization in 1996. HCCF is an independent not-for-profit organization with a volunteer board
of directors, whose purpose is to promote the interests of Harrison County, Indiana. This purpose
is accomplished through grant making and the administration of grants to local governments,
not-for-profit agencies and scholarships to individuals pursuing post-secondary education.
Additionally, HCCF administers and manages the grants and scholarships awarded by Harrison
County Community Foundation Supporting Organization, Inc. ("HCCFSO") and actively manages
the property held by the HCCF Real Estate Supporting Organization, Inc. ("RESO").

HCCFSO is a not-for-profit organization incorporated in 2000, under the laws of the State of
Indiana. HCCFSO was established to accept, invest, and transfer contributions received from
Caesars Southern Indiana to HCCF and to distribute grants to the local community and
government of Harrison County. HCCFSO is a separate and distinct Indiana not-for-profit
corporation related to HCCF through a common board of directors and advisory council.

RESO is a not-for-profit organization incorporated in 2012, under the laws of the State of
Indiana. RESO was established to hold and manage the property that HCCF and HCCFSO occupy
and rent from RESO, as well as other donated or purchased real estate. In 2017, RESO entered
into a construction and lease agreement with Mainstream Fiber Networks (“MFN") to provide $5
million for the installation and servicing of a fiber network within the limits of Harrison County
that facilitates the ability to provide such service to a customer base for fiber optics
communications in Harrison County. RESO retains ownership of the $5 million fiber backbone.
MFN leases this fiber backbone from RESO for $1 annually plus an “infrastructure recovery fee” of
$5 per month per customer. The infrastructure recovery fee is billed and collected by MFN and
remitted to RESO monthly. The term of the lease is 25 years starting in January 2018 when the
first customer began receiving services and also contains three 5-year extensions.

HCCF is funded principally through contributions from HCCFSO as well as donations from the
public, investment returns, and management fees charged to HCCFSO. HCCFSO is funded
principally by investment income and contributions from Caesars Southern Indiana ("Caesars"). In
a prior year, HCCF received an initial allocation of $5,000,000 pursuant to a revenue sharing
agreement between Caesars (formerly known as Horseshoe Southern Indiana) and Harrison
County, Indiana, in conjunction with the establishment of Caesars gaming operations in Harrison
County. That agreement also called for Caesars to contribute a defined percentage of its annual
adjusted gross receipts for the benefit of Harrison County and HCCF. The total aggregate
amount to be contributed to HCCF and HCCFSO over the life of the agreement was $55,000,000.
$50,000,000 of this amount was deposited with HCCFSO. Funding is now governed by an
amended agreement which provides that all future payments will be made by choice of the
county commissioners either directly to Harrison County or directly to HCCFSO, with 75% to be
used for the benefit of Harrison County and the remaining 25% used for discretionary purposes




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

by the Foundation. The county commissioners have currently selected the payments to be made
directly to HCCFSO. That agreement does not guarantee any future payments to HCCF and
HCCFSO.

Consolidation Policy

The accounts of HCCF are consolidated with the accounts of the HCCFSO and RESO as a result of
common control. All inter-entity transactions have been eliminated in the consolidation. The
consolidated operations of the organizations are hereinafter collectively referred to as the
“Foundation.”

Management's Estimates

Management uses estimates and assumptions in preparing consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America. Those
estimates and assumptions affect the reported amounts of assets and liabilities and the reported
support, revenues and expenses. Actual results could vary from the estimates that were used.

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis, and have been
prepared with a focus on the entity as a whole. Net assets, support, revenues, gains, and losses
are classified based on the existence or absence of donor restrictions. Accordingly, the net assets
of the Foundation are classified and reported as follows:

Net assets without donor restrictions: Net assets that are currently available for operating
purposes under the direction of the board of directors (Board) or designated by the Board for
specific use. The Foundation maintains net assets without donor restrictions as follows:

Harrison County Community Foundation Operating Fund - used to fund current
operations of the Foundation.

HCCF Supporting Organization Funds — Unrestricted net assets designated as belonging
to HCCFSO represent contributions provided by Caesars along with associated investment
earnings of those funds. These assets are available to further the mission of HCCFSO.

HCCF Real Estate Supporting Organization — Unrestricted net assets relate to the property
held and maintained by the HCCF Real Estate Supporting Organization and the operations
to maintain the property.




HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

Net assets with donor restrictions: Net assets subject to donor stipulations for specific purposes
or time restrictions. These include donor restrictions requiring the net assets be held in
perpetuity or for a specified term to support operations or specific purposes. The Foundation
maintains net assets with donor restrictions as follows:

Restricted due to time restrictions — all contributions to the Foundation with donor
restrictions that will be met by the passage of time.

Restricted for specified purpose — all contributions to the Foundation with intention of the
donor to be held for a specific program or in a donor-restricted non-endowed fund.

Restricted in perpetuity - endowment — all contributions to the Foundation with the
intention of the donor that the assets be held in perpetuity and managed in accordance
with the Foundation’s spending policy.

Restricted subject to spending policy — investment earnings on assets restricted in
perpetuity — endowment and managed in accordance with HCCF's spending policy.

Cash

Cash consists primarily of money market and checking accounts and excludes amounts held by
the Foundation’s fund managers and included in investments.

Investments and Investment Return

The Foundation carries its investments at fair value for financial reporting purposes. Changes in
unrealized appreciation or depreciation of investments are reflected in the Consolidated
Statements of Activities in the period in which such changes occur.

Interest and dividend income and net unrealized and realized gains and losses on investments
are recognized as net assets with or without donor restrictions based upon the existence or

absence of donor-imposed restrictions.

Notes Receivable

Notes receivable are stated at unpaid principal balances, less an allowance for losses. The
allowance is based on management's assessment of the current status of the individual
receivable. There was no allowance for losses at December 31, 2019 and 2018. Notes receivable
are considered delinquent based on specific circumstances of the borrower and are written off
when the balance is considered uncollectible. All notes receivable are non-interest bearing.

10



HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

Property and Equipment and Property Held for Lease

Property and equipment and property held for lease, including expenditures that substantially
increase the useful lives of existing assets, are recorded at cost except for donations, which are
recorded at fair value at the date of the donation. Costs of ordinary maintenance and repairs are
expensed as incurred. The property and equipment, as well as property held for lease, of the
Foundation are being depreciated over their estimated useful lives using the straight-line
method ranging from 5 to 39 years.

Deferred Revenue

During 2018, the Foundation received a $441,650 grant from Lilly Endowment through its GIFT
Phase VIl initiative. The grant is required to be matched with new contributions to help build the
Foundation’s unrestricted endowments and provide support for specified charitable projects and
needs. Therefore, deferred revenue relates to the portion of the grant that has not yet been
matched and earned. The matching period is from October 1, 2018 through December 31, 2020.
As qualifying contributions are received, the related match amount is recognized as revenue.
Deferred revenue related to this grant was $0 and $377,827 at December 31, 2019 and 2018.

Support, Revenues and Expense Recognition

Contributions, which include unconditional promises to give (pledges receivable) are recognized
as revenues in the period the contribution is received or the promise is made.

Support and revenues are reported as increases in either net assets with or without donor
restrictions in accordance with the classification of the fund as it relates to the Foundation’s
spending policy. Expenses are reported as decreases in net assets without donor restrictions.
Gains and losses on investments and other assets or liabilities are reported as increases or
decreases in either net assets with or without donor restrictions in accordance with the
classification of the fund as it relates to Foundation'’s spending policy.

All other revenue is recorded when earned.

Functional Allocation of Expenses

The costs of providing the various programs and supporting services have been summarized on
a functional basis in the Consolidated Statements of Activities and Consolidated Statement of
Functional Expenses. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

The financial statements report expenses that are attributed to more than one program or
supporting function. Therefore, expenses require allocation on a reasonable basis that is
consistently applied. All expenses are allocated on the basis of estimates of time and effort.
While the methods of allocation are considered appropriate, other methods could produce
different results.

11



HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

Income Taxes

HCCF, HCCFSO, and RESO are all not-for-profit corporations as described in Section 501(c)(3) of
the Internal Revenue Code (“Code”) and are exempt from federal taxes on related income
pursuant to Section 501(a) of the Code.

Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by the Foundation and recognize a tax liability if the Foundation has
taken an uncertain position that more likely than not would not be sustained upon examination
by various federal and state taxing authorities. Management has analyzed the tax positions taken
by the Foundation, and has concluded that as of December 31, 2019 and 2018, there are no
uncertain positions taken or expected to be taken that would require recognition of a liability or
disclosure in the accompanying consolidated financial statements. The Foundation is subject to
routine audits by taxing jurisdictions; however, there are currently no audits for any tax periods in
progress.

As such, HCCF, HCCFSO, and RESO are generally exempt from income taxes. However, the
organizations are required to file Federal Form 990 — Return of Organization Exempt from

Income Tax, which is an informational return only.

Going Concern Evaluation

Management evaluates whether there are conditions or events that raise substantial doubt about
the Foundation’s ability to continue as a going concern for a period of one year from the date
the consolidated financial statements are available to be issued.

Reclassifications

Certain prior year amounts have been reclassified to conform to the current method of
presentation.

Subsequent Events

The Foundation has evaluated events or transactions occurring subsequent to the Consolidated
Statement of Financial Position date for recognition and disclosure in the accompanying
consolidated financial statements through the date the consolidated financial statements are
available to be issued, which is April 13, 2020.

On March 11, 2020, the World Health Organization declared Coronavirus (COVID-19) a
pandemic. The continued spread of COVID-19, or any similar outbreaks in the future, may
adversely impact the local, regional, national and global economies. The extent to which COVID-
19 impacts the Organization’s operating results is dependent on the breadth and duration of the
pandemic and could be affected by other factors management is not currently able to predict.
Potential impacts include, but are not limited to, additional costs for responding to COVID-19,

12



HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

increased demand for grants, delays, loss of, or reduction to contributions and funding, and
Management believes the Organization is taking appropriate
actions to respond to the pandemic, however, the full impact is unknown and cannot be
reasonably estimated at the date the consolidated financial statements were available to be

investment portfolio declines.

issued.

Transfers Due to Matching Program

HCCFSO supports a matching program ran by HCCF. Contributions given by outside donors to
donor-restricted endowments are matched by these funds, thereby, creating a donor-restriction
upon the matching portion for the same purpose. The matched amount from the Foundation is
reflected on the "Consolidated Statements of Activities as “Transfers due to matching program.”

INVESTMENTS

Investments at December 31, 2019 and 2018 consist of the following:

Cash
Escrow account held as cash
Common stocks
Mutual funds
Equity funds
Large
Small/mid
Fixed income
Low/limited duration
Multisector
Core
High yield
Multi-alternative
Inflation protected
World/emerging markets
Equity exchange traded funds
Large
Small
Alternative investments

Escrow account held as cash represents holdbacks from the redemption of alternative

2019 2018
$ 2,234,051 $ 33
4,869,640 -0-
10,060 2,543
98,623,002 90,068,548
46,899,273 7,271,865
7,844,076 6,468,179
6,111 3,272,724
16,740,118 15,981,114
-0- 9,446,955
-0- 9,421,225
7,856,492 -0-
10,884,293 8,917,361
12,174,745 -0-
6,325,589 -0-
-0- 32,556,674
$ 214467450 § 183,407,221

investments during 2019 that are expected to be settled and released within the next year.

13



HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

3. RISKS AND UNCERTAINTIES

The Foundation holds different types of investments (Note 2). Such investments are exposed to
various risks such as interest rate, market, and credit. Due to the level of risk associated with
these securities and the level of uncertainty related to changes in the value, it is at least
reasonably possible that changes in the various risk factors will occur in the near term that could
materially affect the amounts reported in the accompanying consolidated financial statements.

4. FAIR VALUE MEASUREMENTS

Effective January 1, 2019, the Foundation adopted the Financial Accounting Standards Board's
Accounting Standards Update (ASU) 2018-13, Fair Value Measurement (Topic 820): Disclosure
Framework — Changes to the Disclosure Requirements for Fair Value Measurement. The
amendments in this ASU removed certain disclosure requirements in Topic 820. As such, the fair
value measurement disclosures for 2019 and 2018 have been restated for these changes.

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs
to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets and liabilities (level 1) and the
lowest priority to unobservable inputs (level 3). The three levels of the fair value hierarchy are
described as follows:

e Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical
assets and liabilities in active markets that the Foundation has the ability to access.

e Level 2: Inputs to the valuation methodology include quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets and liabilities in
inactive markets; inputs other than quoted prices that are observable for the asset or
liability; inputs that are derived principally from or corroborated by observable market
data by correlation or other means. If the asset or liability has a specified (contractual)
term, the level 2 input must be observable for substantially the full term of the asset.

e Level 3: Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

The assets’ and liabilities’ fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques maximize the use of relevant observable inputs and minimize the use of unobservable
inputs.

14



HARRISON COUNTY COMMUNITY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

Following is a description of the valuation methodologies used for assets and liabilities measured
at fair value. There have been no changes in the methodologies used at December 31, 2019 and
2018:

e Common stocks: Valued at the closing price reported on the active market on which the
individual securities are traded.

e Mutual funds and exchange traded funds: Valued at the daily closing price as reported by
the fund. Mutual funds and exchange traded funds (“funds”) are held by the Foundation
and are open-end funds that are registered with the Securities and Exchange
Commission. These funds are required to publish their daily net asset value (NAV) and to
transact at that price. The funds held by the Foundation are deemed to be actively traded

e Alternative investments: Valued at the net asset value (NAV) of the fund as determined by
the reported valuations of underlying investment managers.

e Charitable gift annuity payable: Fair value is determined by calculating the present value
of future payments to beneficiaries using published life expectancy tables with a discount
rate of 1.4%.

The following table sets forth financial assets and liabilities measured at fair value in the
Consolidated Statements of Financial Position and the respective levels to which the fair value
measurements are classified within the fair value hierarchy on a recurring basis at December 31,
2019 and 2018 as follows:

2019
Level 1 Level 2 Fair Value

Assets:

Common stocks $ 10,060 $ -0- $ 10,060

Mutual funds 188,853,365 -0- $ 188,853,365

Exchange traded funds 18,500,334 -0- 18,500,334
Total assets at fair value $ 207,363,759 $ -0- $ 207,363,759
Liabilities:

Charitable gift annuity $ -0- $ 717105 § 717,105
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2018
Level 1 Level 2 Fair Value

Assets:

Common stocks $ 2,543 $ -0- $ 2,543

Mutual funds 150,847,971 -0- 150,847,971
Total assets in the fair value heirarchy $ 150,850,514  $ -0- $ 150,850,514

Alternative investments* 32,556,674
Total assets at fair value $ 183,407,188
Liabilities:

Charitable gift annuity $ -0- $ 744453 $ 744453

* In accordance with Subtopic 820-10, certain investments that were measured at net asset value
per share (or its equivalent) have not been classified in the fair value hierarchy. The fair value
amounts presented in this table are intended to permit reconciliation of the fair value hierarchy
to the line items presented at fair value in the Consolidated Statements of Financial Position.

Alternative investments, including balances, restrictions on redemptions, and investment
objectives consist of the following as of December 31, 2018:

Redemption Redemption

Balance Notice Frequency

SEl Core Property Fund, LP $ 13,694,078 95 days notice Quarterly

SEl Offshore Opportunity Fund Il, LTD 5,218,250 95 days notice Quarterly
SEl Energy Debt Fund, LP 6,578,730 95 days notice Semi-annually

(After 3-year
lockup period)

SEI Structured Credit Fund, LP 7,065,616 65 days notice Quarterly
(After 2-year

lockup period)
$ 32,556,674

SEI Core Property Fund, LP

The investment objective is to seek both current income and long term capital appreciation
by investing directly and indirectly in a diversified pool of private investment vehicles that
invest in commercial real estate properties.
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SEI Offshore Opportunity Fund Il, LTD

The investment objective is to seek to achieve an attractive risk-adjusted return with
moderate volatility and moderate directional market exposure over a full market cycle.

SEl Energy Debt Fund, LP

The investment objective is to seek to generate high total returns by investing primarily in
debt securities of the United States and international energy companies.

SEl Structured Credit Fund, LP

The investment objective is to generate high total returns by investing in a portfolio
comprised of collateralized debt obligations, which includes collateralized loan obligations
and other structured credit investments.

Due to the nature of the investments held by the funds, changes in market conditions and the
economic environment may significantly impact the net asset value of the funds and,
consequently, the fair value of the Foundation's interests in the funds. Although a secondary
market exists for these investments, it is not active and individual transactions are typically not
observable. When transactions do occur in this limited secondary market, they may occur at
discounts to the reported net asset value. During 2019, the Foundation fully redeemed all
alternative investments.

NOTES RECEIVABLE

In 2011, a Program Related Investment (PRI) note receivable was set up with the YMCA of
Harrison County ("YMCA"), an unrelated organization. The note receivable is a non-interest
bearing loan to be paid over a period of 20 years in monthly installments of $4,500. The monthly
payments consist of a principal amount of $4,000 and service fee income of $500 related to this
receivable; however, HCCFSO suspended the required principal payments for 2015 and 2016. In
December 2016, HCCFSO received land of $80,000 from the YMCA to cover 20 payments.
Regular payments resumed in September 2018. The receivable balance was $595,000 and
$643,000 as of December 31, 2019 and 2018, respectively.

In 2015, a PRI note receivable was set up with Harrison County Community Services, Inc., an
unrelated organization. The note receivable is a non-interest bearing loan to be paid over a
period of 20 years in monthly installments of $2,584. The monthly payments consist of a principal
amount of $2,084 and service fee income of $500 related to this receivable. The receivable
balance was $399,968 and $424,976 as of December 31, 2019 and 2018, respectively.

In 2016, a PRI note receivable was set up with Mainstreet Corydon, Ind., Inc.,, an unrelated
organization, for $750,000 and in 2019 an additional $300,000 was issued. The note receivable is
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a non-interest bearing loan to be paid over a period of 28 years in monthly installments of
$3,625 commencing in July 2017. The monthly payments consist of a principal amount of $3,125
and service fee income of $500 related to this receivable; however, HCCFSO suspended the
required principal payments until April 2018. The receivable balance was $1,000,000 and
$731,250 as of December 31, 2019 and 2018, respectively.

6. PROPERTY AND EQUIPMENT

A summary of property and equipment at December 31, 2019 and 2018 is as follows:

2019 2018
Land $ 180,300 $ 180,300
Building and building improvements 1,170,203 1,170,203
Equipment 160,762 124,256
1,511,265 1,474,759
Less accumulated depreciation 459,074 444,621

$ 1,052,191 § 1,030,138

7. PROPERTY HELD FOR LEASE

Following is a summary of property held for lease at December 31, 2019 and 2017:

2019 2018
Building held for lease $ 2,961,760 $ 2,961,760
Fiber network backbone 5,000,000 5,000,000

7,961,760 7,961,760
Less accumulated depreciation 522,137 246,195

$ 7,439,623 % 7,715,565

8. CHARITABLE GIFT ANNUITY

The Foundation has an active charitable gift annuity, under which the Foundation has received
$1,444,960. The Foundation is required to make quarterly payments to the third party beneficiary
in the amount of $16,256 for the remainder of the beneficiary’s lifetime. Upon the death of the
specified person, the remaining amount of the gift is to be used by the Foundation for specified
purposes outlined in the charitable gift annuity agreement. The Foundation has recognized a
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10.

liability for the present value of the amount expected to be paid to the third-party beneficiary at
December 31, 2019 and 2018, under this agreement. The liability was calculated based on the life
expectancy of the beneficiary and a discount rate of 1.4%. The present value of amounts
expected to be paid to the third party beneficiary was $717,105 and $744,453 at December 31,
2019 and 2018, respectively.

CUSTODIAL FUNDS

Custodial funds represent funds placed on deposit with the Foundation by other organizations
based on their individual board resolutions, including the county fund that holds the 75% of
revenue-sharing contributions from Caesars as described in Note 1. The Foundation accounts for
these transfers as a liability in accordance with standards set forth by the Financial Accounting
Standards Board. Income is added to these funds periodically in accordance with the
Foundation’s investment allocation policies. Contributions by, investment return credits for, and
distributions to those organizations are reflected as adjustments to the liability account and are
not reflected in the Consolidated Statements of Activities. Following is a progression of custodial
funds during 2019 and 2018:

2019 2018
Custodial funds, beginning balance $ 103,790,337 $ 106,315,962
Contributions 4,131,213 5,236,239
Investment return, net 17,225,509 (5,932,550)
Grant payments (1,716,384) (1,829,314)
Custodial funds, ending balance $ 123,430,675 $ 103,790,337

NOTES PAYABLE

The Foundation has a note payable to a financial institution that had an availability of $3,000,000
to be drawn upon through July 2018 for the construction of a building to be used by the Boys &
Girls Club of Harrison-Crawford Counties, Inc. The balance of the note as of December 31, 2019
and 2018 was $2,964,607. The note has a fixed interest rate of 2.75% through January 2022 with
monthly interest payments through January 2020. Principal and interest payments of $18,209
will begin February 2020 through January 2037. Beginning January 2022, the interest rate
becomes variable and will adjust annually to the weekly average yield on one-year U.S. Treasury
securities plus 2.25%, which will impact the monthly payment amount.

The Foundation has a note payable to a financial institution that had an availability of $3,000,000
to be drawn upon through November 2018 for the fiber network project. The balance of the
note as of December 31, 2019 and 2018 was $3,000,000. The note has a fixed interest rate of
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11.

12.

13.

3.625% through May 2022 with monthly interest payments through May 2020. Principal and
interest payments of $19,721 will begin June 2020 through May 2037. Beginning May 2022, the
interest rate becomes variable and will adjust annually to the weekly average yield on one-year
U.S. Treasury securities plus 2.25%, which will impact the monthly payment amount.

Both notes are secured by certain investment accounts of HCCFSO containing marketable
securities, which had an aggregate balance of $10,962,154 at December 31, 2019. Both notes are
also subject to certain affirmative and negative covenants.

Following are estimated principal payments on the notes payable subsequent to December 31,
2019:

2020 $ 202,309
2021 275,088
2022 283,946
2023 293,095
2024 302,543
Thereafter 4,607,626
$ 5,964,607

NET ASSETS RELEASED

Net assets were released from donor restrictions in the amount of $966,138 and $792,236 based
on funds appropriated for expenditure for the years ended December 31, 2019 and 2018,
respectively.

GRANT COMMITMENTS

The Foundation had conditional grants of $3,563,066 and $4,730,610 at December 31, 2019 and
2018, respectively. These amounts will not be paid until the related conditions have been met;
therefore, a liability related to these grants has not been recognized.

ENDOWMENT

Some of the Foundation’s funds consist of donor-restricted endowed funds established for a
variety of purposes. As required by accounting principles generally accepted in the United States
of America, net assets associated with endowment funds are classified and reported based on
the existence or absence of donor-imposed restrictions.
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The Board of Directors has interpreted the Uniform Prudent Management of Institutional Funds
Act ("UPMIFA") as requiring the preservation of the fair value of the original gift as of the gift
date of the donor-restricted endowment funds absent explicit donor stipulation to the contrary.
As a result of this interpretation, the Foundation retains in perpetuity (a) the original value of
gifts donated to the endowment, (b) the original value of subsequent gifts to the endowment,
and (c) accumulations to the endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the fund. Donor-restricted
endowment funds are subject to appropriation for expenditure by the Foundation in a manner
consistent with the standard of prudence prescribed by UPMIFA. In accordance with UPMIFA, the
Foundation considers the following factors in making a determination to appropriate or
accumulate endowment funds:

1
2
3

) The duration and preservation of the fund

) The purposes of the Foundation and the donor-restricted endowment fund
) General economic conditions

) The possible effect of inflation and deflation

)

)

)

ul

The expected total return from income and the appreciation of investments
Other resources of the Foundation
The investment policies of the Foundation

6
7

A~ N N~~~ o~
N

The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding for granting purposes while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets
of donor-restricted funds that the Foundation must use for a donor-specified purpose. Under
this policy, as approved by the Board of Directors, the endowment assets are invested in a
manner that is intended to produce long-term growth of capital without undue exposure to risk.
The Foundation expects its endowment funds, over time, to provide an average rate of return of
approximately 7 percent annually. Actual returns in any given year may vary from this amount.

To satisfy its long-term rate of return objectives, the Foundation relies on a total return strategy
in which investment decisions shall be made with the intent of maximizing the long-term total
return of the portfolio through market value changes (realized and unrealized) and through
earned income (dividends and interest).

The Foundation has a policy of appropriating for distribution each year 5 percent of its
endowment funds’ average fair value over the prior 12 quarters, or a lesser percentage as voted
upon annually by the Board of Directors. In establishing this policy, the Foundation considered
the long-term expected return on its endowment.
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Donor-restricted endowment funds are all classified as net assets with donor restrictions.
Changes in donor-restricted endowment funds for the years ending December 31, 2019 and
2018 were as follows:

2019 2018
Endowment net assets,
beginning of year $ 18291714 $ 19,145,598

Contributions 797,861 399,251

Investment return, net 3,114,693 (1,090,440)

Transfers due to matching program 500,000 527,616

Appropriation of endowment

assets for expenditure (849,672) (690,311)

Endowment net assets, end of year $ 2185459 $ 18,291,714

14. OPERATING LEASE

Beginning in January 2018, the Foundation is the lessor of a 19,065 square feet building under an
operating lease expiring in December 2037. No rent payments are due in 2018, but starting in
January 2019 monthly payments of $500 are due for the following 5 years. During 2024 through
2028, the rent basis will be adjusted to an amount not less than $0.90 per square foot and not
greater than $1.80 per square foot. Rent during 2029 and beyond will be negotiated at a future
date. The building held for lease has a cost of $2,961,760 and accumulated depreciation of
$149,497 as of December 31, 2019.

The future minimum lease payments for the five years subsequent to December 31, 2019 are as

follows:
2020 $ 6,000
2021 6,000
2022 6,000
2023 6,000
2024 6,000
$ 30,000
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Because of the below-market lease payments required to be paid, a promise to give and grant
expense of $2,260,000 was recognized in 2017 for the difference between the present value of
the actual payments to be received and the fair value of the building being utilized. Starting in
2018, this promise to give is being amortized over 39 years at an annual rate of $57,950, which
is recognized as rental income on the Consolidated Statement of Activities. The promise to give
was $2,144,102 and $2,202,051 at December 31, 2019 and 2018, respectively.

15. LIQUIDITY AND AVAILIBILITY

The Foundation manages its liquid resources to meet the cash needs for operations, endowment
appropriations, and grants and scholarships from non-permanent programs. The Foundation
defines liquid assets as cash, notes receivable, and investments without purpose restrictions and
unrelated to endowments and non-endowed investments.

Financial assets available for general expenditures within one year of the Consolidated Statement
of Financial Position date are comprised of the following:

2019 2018
Cash $ 459,672  $ 858,600
Operating investments 69,574,053 61,794,788
Notes receivable 110,508 110,508

$ 70144233 $§ 62,763,896

The Foundation’s endowment funds consist of donor-restricted endowments. Income from
donor-restricted endowments is restricted for specific purposes with the exception of the
amounts available for general use. Donor-restricted endowment funds are not available for
general expenditure. The Foundation has an open grant approval process. This process includes
evaluating a number of factors relative to the spending rate to be applied to the Foundation’s
fund balances in accordance with its spending policy. Once the Foundation’s Board approves the
spending rate, the related dollar amount of the funds becomes available for general
expenditures.

While not subject to the Foundation’s spending policy, expenditures from donor-restricted non-
endowed funds must be approved by the Board and, therefore, are not available for general
expenditure until that time. Non-endowed funds are held in cash or liquid investments and are
made available upon appropriation.

The Foundation has notes receivable with other organizations in which the Foundation will
receive payments over multiple years. The Foundation identifies the current portion of these
notes as funds available for general expenditures within one year of the Consolidated Statement
of Financial Position
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16. CONCENTRATIONS OF CREDIT RISK

17.

18.

19.

The Foundation maintains its cash in bank deposit accounts insured by the Federal Deposit
Insurance Corporation at its current coverage levels. The Foundation has not experienced any
losses in such accounts. The Foundation believes it is not exposed to any significant credit risk on
cash.

Investments are maintained by one investment firm. Such balances exceed the current insured
limits of the Securities Investor Protection Corporation. Alternative investments held by the
Foundation are not federally insured and are susceptible to the risk of loss.

CONCENTRATION OF REVENUE

The Foundation received contributions that comprised 61% and 81% of its total contributions
and grants revenue in 2019 and 2018, respectively, from Caesars (see Note 1).

COMMITMENTS

In June 2017, RESO entered into a five-year agreement with Harrison County Rural Electric
Membership Corporation (“REMC") in which RESO will pay annually $19 per pole being used with
the fiber network project described in Note 1. However, as part of the agreement with MFN,
MFN will assume this annual expense for the use of the poles provided by REMC.

RECENTLY ISSUED ACCOUNTING STANDARDS

On February 25, 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). This new standard,
which the Foundation is not required to adopt until its year ending December 31, 2020, is
intended to improve financial reporting about leasing transactions by requiring entities that lease
assets to recognize on their statement of financial position the assets and liabilities for the rights
and obligations created by those leases, and to provide additional disclosures regarding the
leases. Leases with terms (as defined in the ASU) of twelve months or less are not required to be
reflected on an entity’s statement of financial position.

The Foundation is presently evaluating the effects that this ASU will have on its future
consolidated financial statements, including related disclosures.
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CONSOLIDATING STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2019

Harrison County

Harrison County Community HCCF
Community Foundation Real Estate
Foundation, Supporting Supporting
Inc. Organization, Inc. Organization, Inc. Eliminations Consolidated
Cash $ 280,206 $ 298,494 $ 59,920 $ -0- 638,620
Investments 27,590,394 186,877,056 -0- -0- 214,467,450
Accounts receivable - related party -0- 8,032,607 689 (8,033,296) -0-
Notes receivable -0- 1,994,968 -0- -0- 1,994,968
Property and equipment, net 56,887 -0- 995,304 -0- 1,052,191
Property held for lease, net -0- -0- 7,439,623 -0- 7,439,623
Other assets -0- -0- 300,000 -0- 300,000
Total assets $ 27,927,487 $ 197,203,125 § 8,795,536 $ (8,033,296) 225,892,852
Liabilities
Accounts payable and accrued expenses $ 25,884 § -0- $ -0- $ (689) 25,195
Accounts payable - related party -0- -0- 8,032,607 (8,032,607) -0-
Promise to give -0- -0- 2,144,102 -0- 2,144,102
Custodial funds 2,374,632 121,056,043 -0- -0- 123,430,675
Charitable gift annuity payable 717,105 -0- -0- -0- 717,105
Note payable -0- 5,964,607 -0- -0- 5,964,607
Total liabilities 3,117,621 127,020,650 10,176,709 (8,033,296) 132,281,684
Net assets
Without donor restrictions:
Harrison County Community Foundation operating fund 1,885,302 -0- -0- -0- 1,885,302
HCCF Supporting Organization funds -0- 70,182,475 -0- -0- 70,182,475
HCCF Real Estate Supporting Organization -0- -0- (1,381,173) -0- (1,381,173)
Total without donor restrictions 1,885,302 70,182,475 (1,381,173) -0- 70,686,604
With donor restrictions:
Restricted due to time restrictions 1,021,412 -0- -0- -0- 1,021,412
Restricted for specified purpose 48,556 -0- -0- -0- 48,556
Restricted in perpetuity - endowment 17,251,874 -0- -0- -0- 17,251,874
Restricted subject to spending policy 4,602,722 -0- -0- -0- 4,602,722
Total with donor restrictions 22,924,564 -0- -0- -0- 22,924,564
Total net assets 24,809,866 70,182,475 (1,381,173) -0- 93,611,168
Total liabilities and net assets $ 27,927,487 § 197,203,125  $ 8,795536 § (8,033,296) 225,892,852

See Report of Independent Auditors on pages 1 and 2.
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Support and revenues
Contributions and grants
Investment return, net
Interest and other income
Administrative fee income
Rent income

Change in value of split interest agreement

Net assets released from restrictions

Total support and revenues

Expenses
Program services
Management and general

Fundraising development

Total expenses

Change in net assets
Transfers due to matching program

Net assets, beginning of year

Net assets, end of year

Without Donor Restrictions

With Donor Restrictions

Harrison County
Community

Harrison County
Community
Foundation
Supporting

HCCF

Real Estate
Supporting

Total
Without
Donor

Harrison County
Community

Foundation, Inc. Organization, Inc. Organization, Inc. Eliminations Restrictions Foundation, Inc. Consolidated
$ 16,010 $ 1,357,650 $ -0- -0- $ 1,373,660 853,820 2,227,480
254,135 9,843,973 -0- -0- 10,098,108 3,387,852 13,485,960
6,614 23,910 20 -0- 30,544 -0- 30,544
982,782 -0- 76,358 (988,045) 71,095 -0- 71,095
-0- -0- 64,449 -0- 64,449 -0- 64,449
-0- -0- -0- -0- -0- (37,675) (37,675)

966,138 -0- -0- -0- 966,138 (966,138) -0-
2,225,679 11,225,533 140,827 (988,045) 12,603,994 3,237,859 15,841,853
1,110,063 3,497,414 337,635 (988,045) 3,957,067 -0- 3,957,067
463,823 -0- -0- -0- 463,823 -0- 463,823
302,526 -0- -0- -0- 302,526 -0- 302,526
1,876,412 3,497,414 337,635 (988,045) 4,723,416 -0- 4,723,416
349,267 7,728,119 (196,808) -0- 7,880,578 3,237,859 11,118,437

-0- (500,000) -0- -0- (500,000) 500,000 -0-
1,536,035 62,954,356 (1,184,365) -0- 63,306,026 19,186,705 82,492,731
$ 1,885302 $ 70,182,475 $ (1,381,173) -0- $ 70,686,604 22,924,564 93,611,168

See Report of Independent Auditors on pages 1 and 2.
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