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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
The Jewish Federation in the Heart of New Jersey

Report on the Finandal Statements

I have audited the accompanying financial statements of The Jewish Federation of Middlesex and Monmouth Counties, a
NJ Non-Profit Corporation, a/k/a The Jewish Federation in the Heart of New Jersey (a nonprofit organization) which comprise
the statements of financial position as of December 31, 2018 and 2017 and the related statements of activities, functional
expenses, and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Finandal 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 intemal 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

My responsibility is to express an opinion on these financial statements based on my audits. | conducted my audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that | plan
and perform the audits to obtain reasonable assurance about whether the financial statements are free of 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, | 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.

| believe that the audit evidence | obtained is sufficient and appropriate to provide a basis for my audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of The
Jewish Federation in the Heart of New Jersey as of December 31, 2018 and 2017 and the changes in its net assets and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United States of America.

May 22, 2019 ﬁmwjm //D[Mé/ CyH

Hillsborough, NJ

James M. Wood, Certified Public Accountant
603B Omni Drive  Hillsborough, NJ 08844
(p) 908-431-1700 * (f) 908-431-1702 1
jmwood@jmwoodcpa.com



THE JEWISH FEDERATION IN THE HEART OF NEW JERSEY
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2018 AND 2017

2018 2017
Assets
Cash & cash equivalents S 1,236,727 §$ 843,603
Investments
Investment securities 9,177,955 10,425,601
Pooled investments 7,075,421 7,416,864
16,253,376 17,842,465
Pledges receivable
Campaign 784,840 1,423,095
Other 34,791 69,643
819,631 1,492,738
Grants receivable - 15,526
Prepaid expenses 40,827 66,554
Property & equipment 411,458 401,498
Works of art 71,886 71,886
Cash surrender value of life insurance 679,349 677,517
Loans receivable 128,053 224,571

S 19,641,307 $ 21,636,358

Liabilities & Net Assets

Liabilities
Accounts payable & accrued expenses S 687,144 S 56,470
Allocations payable 1,330,612 1,374,585
Custodial funds 440,558 157,000
Present value of annuity obligations 190,436 227,604
Total liabilities 2,648,750 1,815,659
Net assets
Without donor restriction
Undesignated 1,098,100 2,087,857
Board-designated endowment 3,053,393 3,771,397
4,151,493 5,859,254
With donor restriction 12,841,064 13,961,445
Total net assets 16,992,557 19,820,699

$ 19,641,307 S 21,636,358

See accompanying notes to financial statements.
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THE JEWISH FEDERATION IN THE HEARTH OF NEW JERSEY
STATEMEN}'OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2018 AND 2017

2018 2017
Cash flows from operating activities
Increase (decrease) in net assets S (2,828,142) S 1,873,931
Adjustments to reconcile increase (decrease)
in net assets to net cash used in
operating activities:
Depreciation 22,376 20,202
Provision for uncollectible pledges 159,280 95,988
Allocation liabilities recovered (94,311) (270,023)
(Gain) loss on investment securities 1,082,180 (1,705,728)
(Increase) decrease in:
Pledges receivable, regular campaign 478,975 (3,316)
Pledges receivable, other 34,852 (18,679)
Grants receivable 15,526 (15,526)
Prepaid expenses 25,727 (57,229)
Loans receivable 96,518 99,809
Cash surrender value - life insurance (1,832) (57,753)
Increase (decrease) in:
Accounts payable, accrued expenses,
& allocations payable 586,706 (263,279)
Custodial funds 283,558 157,000
Cash used in operating activities (138,587) (144,603)
Cash flows from investing activities
Acquisition of property & equipment (32,336) (9,950)
Acquisition of investment securities (896,438) (3,614,674)
Proceeds from sales & maturities of
investment securities 1,497,653 3,841,974
Cash provided by investing activities 568,879 217,350
Cash flows from financing activities
Present value of future annuity obligations (37,168) (27,581)
Cash used in financing activities (37,168) (27,581)
Net increase in cash & cash equivalents 393,124 45,166
Cash & cash equivalents
Beginning of year 843,603 798,437
End of year S 1,236,727 S 843,603

See accompanying notes to financial statements.
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THE JEWISH FEDERATION IN THE HEART OF NEW JERSEY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2018 AND 2017

Nature of Organization

The Jewish Federation of Middlesex and Monmouth Counties, a New Jersey Non-Profit Corporation, also known
as The Jewish Federation in the Heart of New Jersey (the Federation) was formed on January 1, 2015 as a result
of the merger of The Jewish Federation of Greater Middlesex County and The Jewish Federation of Greater
Monmouth County. The Federation is a central coordinating, fundraising, planning, budgeting, and community
relations agency for the Jewish community in Middlesex and Monmouth Counties, New Jersey. The
Federation's income is derived primarily from pledges of individuals and other parties located in the same
geographic area. In addition, The Federation serves to maintain all social and welfare services, insuring the
survival and continuity of The Jewish family at home and abroad.

Summary of Significant Accounting Policies
Basis of Presentation
The Federation’s financial statements have been prepared on the accrual basis of accounting in accordance with
U.S. generally accepted accounting principles. Net assets and the changes therein are classified and reported
as follows:

Without donor restriction - Net assets that are not subject to donor imposed restrictions or law.

With donor restriction - Net assets subject to donor imposed restrictions or law wherein (a) the
restriction will be met by actions of the Federation and/or the passage of time or (b) the principal will
be maintained in perpetuity.

Revenues are reported as increases in net assets without donor restriction unless their use is limited by explicit
donor imposed restrictions or by law. Expenses are reported as decreases in net assets.

Accounting estimates

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

Fair value of financial instruments
Financialinstruments are carried at fair value which is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.

In determining fair value, The Federation uses various valuation approaches based on a hierarchy forinputs used
in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs be used when available. Observable inputs are readily
available market data provided by independent sources and widely accepted by market participants to price
assets and liabilities. Unobservable inputs are those that apply to funds and the underlying assets/liabilities that
do not trade regularly in the open market, such as real estate funds, private equity funds, and hedge funds.
Absent an active market for these investments, pricing inputs require that valuation estimates be based on the
best information available in the circumstances, using informed judgment and experience. The valuation
hierarchy is broken down into three levels based on the observability of inputs, as follows:

Level 1 - Valuations based on quoted prices in active markets for identical assets. Valuation adjustments and
block discounts are not applied to Level 1 instruments. Because valuations are based on quoted prices that are
readily and regularly available in the active market, valuation of these products does not entail subjective
judgement.



THE JEWISH FEDERATION IN THE HEART OF NEW JERSEY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2018 AND 2017

Level 2 - Valuations based on one or more quoted price for investments that are not exchange-traded, but for
which all significant inputs are observable, either directly or indirectly, and for which transaction activity is
unrestricted and occurs on a regular basis (e.g. individual fixed income securities as well as commingled stock
and bond funds).

Level 3 - Valuations based on (a) inputs that are unobservable and significant to the overall fair value
measurements, as is the case in all funds invested in real estate or private equity, and in some hedge funds;
and/or (b) inputs that are observable but apply to assets in commingled vehicles from which the Federation
cannot fully redeem within 30 days.

The availability of observable inputs can vary from asset to asset. It is affected by a wide variety of factors,
including, but not limited to: the type of instrument, whether it is new and not yet established in the
marketplace, the liquidity of markets, other characteristics particular to the investment. To the extent that the
valuation is based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires some degree of judgment. In determining fair value, investments are
categorized as Level 3 if judgement is applied to the valuation process, and/or The Federation could not fully
redeem the investment within 30 days of The Federation’s measurement date.

In certain cases, the inputs used to measure the fair value of an investment entity may fall into different levels
of the fair value hierarchy. In such cases, the entire investment has been assigned to the lowest significant level
applicable to the valuation of such investments.

The Federation’s financial statements use prices and inputs that were current as of the measurement date.
Following is a description of the valuation techniques used for Level 1, 2 and 3 assets measured at fair value on
dates of the statements of financial position.

Cash equivalents - The carrying value of money market funds approximates fair value due to their short term
nature. Cash equivalents are classified as Level 1.

Government of Israel Bonds - Government of Israel bonds may be transferred to the Jewish Federations of
North America for face value; they are classified as Level 2.

Mutual funds - Investments in mutual funds are measured at fair value using quoted market prices and are
classified as Level 1.

Exchange-traded funds - . Investments in exchange-traded funds are measured at fair value using quoted
market prices and are classified as Level 1.

Pooled investments - The Federation allocates a portion of its investments to the Jewish Community
Endowment Pool, LLP. The Federation has an ownership share interest in the investment pool which is revalued
on a monthly basis to market. The Jewish Community Endowment Pool, LLP monitors the valuation policies
and controls for these funds. Withdrawals are made based on the ownership interest shares times the per
share market value of the pool at every valuation date and are not subject to any significant withdrawal
limitations. The investment in the Jewish Community Endowment Pool, LLP is classified as Level 2.

Concentrations of credit and market risk

Financial instruments that potentially expose The Federation to concentrations of credit and market risk consist
primarily of cash equivalents and investments. Cash and cash equivalents are maintained at high quality financial
institutions and credit exposure is limited to any one institution. The Federation has not experienced any losses
on its cash and cash equivalents. The Federation's investments are generally diversified among issuers.



THE JEWISH FEDERATION IN THE HEART OF NEW JERSEY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2018 AND 2017

Cash and cash equivalents

For the purposes of the statement of cash flows, all demand deposit accounts, money market funds and
certificates of deposit with original maturities of 90 days or less are classified as cash and cash equivalents for
financial statement purposes.

Investments securities

Investment securities are stated at fair value in the statement of financial position. All interest, dividends,
realized gains and losses, and unrealized gains and losses are reported in the statement of activities as increases
or geclzreases in net assets without donor restriction unless their use is restricted by explicit donor stipulations
or by law.

Pooled investments

Investments with the Jewish Community Endowment Pool, LLP are carried as pooled investments. As a
participant in the pooled funds, the Federation’s ownership interest is based on the allocation of the fair value
of the Federation’s units to the total fair value of the investment pool. The pool is revalued periodically;
investment income and gains or losses are allocated to participants based on their units. All investments are
measured at fair value in the statements of financial position. The change in fair value of pooled funds is
incduded in investment income as net assets without donor restriction unless the income or loss is restricted by
donor or law.

Custodial funds

Under a custodial arrangement, the Federation holds funds of three area nonprofit organizations which are
incdluded in the Federation’s investment portfolio. Investment earnings are credited to the custodial liability due
to the organizations.

Charitable gift annuities

The Federation has received contributions in the form of charitable gift annuities for which the Federation isthe
sole beneficiary and the gift administrator. The Federation will receive the remaining value of the charitable gift
annuities upon the death of the donors. The underlying investments are included in the Federation’s
investment securities; the related payable for residual distributions due to the donors is included in the
Federation’s statement of financial position as it is making the periodic distributions to the donors.

Beneficial interests

The Federation is the beneficiary of one charitable remainder trust. The Federation will receive the remaining
value of the trust upon the death of the donor. The underlying investments are included in the Federation’s
investment securities; the related payable for residual distributions due to the donor is included in the
Federation’s statement of financial position as it is making the periodic distributions to the donors.

Pledges and revenue recognition

The Federation records pledge revenue when pledges are made and classifies them either with or without
donor restriction depending on the existence and nature of donor stipulation. Pledges received for campaign
years subsequent to the current fiscal year are recorded as restricted due to the associated donor-imposed
time restriction. Upon the expiration of donor stipulations, net assets with donor restriction are reclassified to
net assets without donor restriction and reported in the accompanying statements of activities as net assets
released from restrictions.

Allowance for uncollectible pledges
An estimated allowance for uncollectible pledges is provided for each group of pledges receivable, based on
historical trends, management's assessment, and current economic data.

Property and equipment

Property and equipment are stated at cost, less accumulated depreciation. Expenditures for maintenance and
repairs are charged directly to expense; major replacements and betterments are capitalized and depreciated
over the estimated useful life of the assets using the straight line method of depreciation.



THE JEWISH FEDERATION IN THE HEART OF NEW JERSEY
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2018 AND 2017

Works of art
Judaic works of art were received as contributions and are carried at their estimated value on the date received.

Programmatic funding
Programmatic fundingis recorded as an expense when the Federation commits to specific terms and amounts
with the benefitting agencies.

Functional expenses

The costs of providing the various programs and other activities have been summarized on a functional basis.
Expenses are charged to each program based on direct expenditures incurred. Management and fund raising
expenses are charged as supporting services. Indirect costs are allocated to functions based on employee
hours, occupancy square footage, or other applicable bases of allocation.

Loans receivable
Loans are made to local nonprofit organizations in need of resources to sustain their operations. The loans are
interest-free. An allowance for uncollectibility is recorded against those loans for which payment is doubtful.

Income taxes

The Jewish Federation in the Heart of New Jersey qualifies as a tax-exempt organization under Section 501(c)(3)
of the Internal Revenue Code and, therefore, has no provision for income taxes. All applicable retums for the
exempt organization are filed in a timely manner. The Federation is liable for payment of payroll tax as an
employer; all such amounts are paid in a timely manner as required by state and federal regulations.

The Federation’s accounting policy is to provide liabilities for uncertain tax positions when a liability is probable
and estimable and to disclose contingencies relating to uncertain tax positions when a liability is not probable
orestimable. Management is not aware of any violation of tax status or exposure to uncertain tax positions that
could require disclosure or which could affect its liquidity or future cash flows. The Federation’s Forms 990,
Retum of Organization Exempt from Income Tax, for the years ended December 31,2018, 2017, 2016 and 2015,
are subject to examination by the IRS, generally for three years after they were filed. The Federation’s New
Jersey Charities Registration, Form CRI-300R, is also subject to examination for those same periods.

New accounting pronouncements

Duringthe year ended December 31, 2018, the Federation implemented Financial Accounting Standards Board
(FASB) Update No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities (Topic 958).
Accordingly, unrestricted net assets have been retitled as net assets without donor restriction. Temporarily
restricted and permanent restricted net assets have been retitled as net assets with donor restrictions.
Additional disclosures are included in the areas of liquidity and net assets.

The Finandial Accounting Standards Board (FASB) issued Update No. 2016-02, Leases (Topic 842), in February
2016. Under this guidance, lessees are required to record most leases on their balance sheets but recognize
expenses in the income statement. Al entities will classify leases to determine how to recognize lease-related
revenue and expense. In applyingthis guidance, entities must also determine whether an arrangement contains
alease or service agreement. Disclosures are required by lessees and lessors to meet the objective of enabling
users of finandal statements to assess the amount, timing, and uncertainty of cash flows arising from leases.
The amendmentsin this Update are effective for fiscal years beginning after December 15, 2019 and for interim
periods within fiscal years beginning after December 15, 2020. Management is evaluating the impact of this
updated guidance on its financial statements.
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The FASBissued Update No. 2016-18, Statement of Cash Flows (Topic 230) Restricted Cash, in November 2016,
requiring a statement of cash flows to explain the change during the period in total of cash, cash equivalents
and amounts generally described as restricted cash or restricted cash equivalents. Therefore, amounts generally
described as restricted cash or cash equivalents should be included with cash and cash equivalents when
reconciling the beginning-of-period and end-of-period total amounts shown on the statement of cash flows.
The amendments in this Update are effective for fiscal years beginning after December 31, 2018 and interim
periods within fiscal years beginning after December 15, 2019. Early adoption is permitted, and the Update
should be applied with a retrospective transition method to each period presented. Management is evaluating
the impact the updated standard will have on the financial statements.

The FASB issued Update No. 2018-08, Not-for-Profit Entities (Topic 958) Clarifying the Scope of the Accounting
Guidance for Contributions Received and Contributions Made, in June 2018. The amendments in the update
assist entities in (1) evaluating whether transactions should be accounted for as contributions (nonreciprocal
transactions) within the scope of Topic 958 or as exchange (reciprocal) transactions subject to other guidance
and (2) determining whether a contribution is conditional. The amendments in this update are effective fiscal
years beginning after December 15, 2018 and interim periods within annual periods beginning after December
15, 2019. Management is evaluating the impact the updated standard will have on the financial statements.

Reclassifications
Certain items in the 2017 finandial statements have been redassified to conform with current year presentation.

Investment Securities
As of December 31, 2018 and 2017 investment securities consist of the following:
Fair
Cost Value
December 31, 2018
Operating
Government of Israel bonds S 542,500 S 542,500
Endowments
Government of Israel bonds 220,000 220,000
Mutual funds
Fixed income 3,962,048 3,620,756
Domestic equity 1,497,327 2,756,519
International equity 1,936,602 1,837,388
Exchange-traded funds
Fixed income 88,249 87,799
Equity 97,837 112,993
7,802,063 8635455
$8,344,563 $9,177,955
December 31, 2017
Operating
Government of Israel bonds S 548,500 S 548500
Endowments
Government of Israel bonds 220,000 220,000
Mutual funds
Fixed income 3,849,249 3,866,922
Domestic equity 2,239,740 3,855,597
International equity 1,415,719 1,670,297
Exchange-traded funds
Fixed income 103,941 104,772
Equity 108,821 159,513
7937470 9,877,101
58,485,970 510,425,601
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Pooled Investments

Pooled investments are funds invested with the Jewish Community Endowment Pool, LLP which holds the
following types of securities: domestic equity, international equity, private equity/venture capital, absolute
return/hedged equity, credit related, real assets, fixed income, and money market funds. As a participant in
pooled funds, the Federation’s ownership interest is based on the allocation of the Federation’s units to the total
fair value of the investment pool. The pool is revalued periodically, and income and gains or losses are allocated
to participants based on their units. All investments are measured at fair value in the statement of financial
position. The change in fair value is included in investment income as unrestricted net assets unless the income
or loss s restricted by donor or law. The cost and fair value of pooled investments is as follows as of December
31,2018 and 2017:

Fair

Cost Value

December 31, 2018 $6,200,810 $7,075421
December 31, 2017 $6,201,805 $7,416,864

Recurring Fair Value Measurements
The following table summiarizes financial instruments which are recorded at fair value on a recurring basis as of
December 31, 2018 and 2017:

Level 1 Level 2 Level 3 Total

December 31, 2018
Cash equivalents S 504 § - S - S 5,094
Government of Israel bonds - 762,500 - 762,500
Mutual funds 8,214,663 E - 8,214,663
Exchange-traded funds 200,792 - - 200,792
Pooled investments - 7075421 - 7,075,421
$8420549 $7,.837921 S - $16,258470

December 31, 2017
Cash equivalents S 3515 S - S - S 3,515
Government of Israel bonds - 768,500 - 768,500
Mutual funds 9,392,816 - - 9,392,816
Exchange-traded funds 264,285 - - 264,285
Pooled investments - 7416,864 - 7,416,864
59660616 58185364 S - $17,845980

The assets summarized in the table above are included in the accompanying statements of financial position
in the following line items:

2018 2017
Cash & cash equivalents $1,236,727 S 843,603
Investment securities 9,177,955 10,425,601
Pooled investments 7,075,421 7,416,864

$17,490,103 $18,686,068
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Campaign Pledges Receivable
As of December 31, 2018 and 2017, campaign pledges receivable consist of the following:
2018 2017
Pledges receivable $1,149,814  $1,815,249
Allowance for uncollectible pledges (0364974) (_392,154)
Net pledges receivable S 784,840 $1423,095
Property and Equipment
As of December 31, 2018 and 2017, property and equipment consist of the following:
2018 2017
Land $105,300 $105,300
Building 479,700 479,700
Building improvements 187,288 180,263
Furniture and equipment 73,628 48317
845,916 813,580
Less accumulated depreciation (434,458) (412,082)
$411458 5401498
Loans Receivable
As of December 31, 2018 and 2017, loans receivable consist of the following:
2018 2017
Nonprofit Organizations
Jewish Community Center of
Middlesex County S 84,000 S 84,000
Jewish Family Service 119,183 130,183
Rabbi Pesach Raymon Yeshiva . 83,333
Jewish Community Center Jersey Shore 5,000 5,000
208,183 302,516
Allowance for uncollectible loans (084,000} (084,000
124,183 218,516
Hebrew Free Loan Federation Fund
Loans to individuals 3,870 6,055
$128,053 $224571

In 2009, the Federation advanced a total of $220,183 to Jewish Family Services, formerly Jewish Family &
Vocational Service of Middlesex County, to assist with cash flow needs. The loan is being repaid at a rate of

$1,000 per month, without interest.

During the year ended December 31, 2015, the Federation loaned $250,000 to Rabbi Pesach Raymon Yeshiva.
In accordance with the terms, the loan was repaid over the years ended December 31, 2016 through 2018.
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Contingendes and Commitments

Cash Surrender Value - Life Insurance

The Federation isthe owner and beneficiary of 16 life insurance policies which insure the lives of various donors.
The policies' face amounts total approximately $3.4 million. As of December 31, 2018 and 2017, the cash
surrender values of the policies total $679,349 and $677,517, respectively. Upon death of the insureds, the
proceeds from the policies are to endow the campaign pledges of those donors. The cash surrender value is
included in net assets with donor restriction.

Leases
The Federation leases certain equipment under operating leases. Future minimum lease obligations for the
years ending December 31 are as follows:

2019 $11,843
2020 10927
2021 3313
2022 2,157
2023 2,157

$30,397

For the years ended December 31, 2018 and 2017, rent expense totaled $10,676 and $8,676, respectively.

Profit Sharing Plan

The Federation sponsors a profit sharing plan covering all employees who are employed 21 or more hours per
week. The Federation contributions for the years ended December 31, 2018 and 2017 were $47,114 and
$47,211, respectively.
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Endowment Funds

The Federation’s endowment consists of approximately 90 individual funds established for a variety of purposes.
They include funds without donor-imposed restrictions which are board-designated to the endowment, funds
with donor-imposed use restrictions, and funds wherein the original contribution (corpus) is restricted in
perpetuity. As required by generally accepted accounting principles, net assets associated with endowment
funds are classified and reported based on the existence or absence of donor-imposed restrictions. Funds
received with donor-imposed restrictions are managed individually in order to comply with the respective terms.

The Federation has interpreted the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as
adopted by the State of New Jersey as requiring the preservation of the fair value of the original gift as of the
date of donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of this
interpretation, The Federation maintains in perpetuity (1) the original value of gifts, (2) the original value of
subsequent gifts, and (3) accumulations to the permanent endowment, if any, as stipulated by the applicable
gift instrument. The remaining portion of the donor-restricted endowment fund, not classified as net assets
maintained in perpetuity, is classified as net assets with use restrictions or time-imposed restrictions until those
amounts are appropriated for expenditure in a manner consistent with the standard of prudence prescribed
by UPMIFA. In accordance with UPMIFA, The Federation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) the duration and
preservation of various funds, (2) the purposes of the donor-restricted endowment funds, (3) general economic
conditions, (4) the possible effect of inflation and deflation, (5) the expected total return from income and the
appreciation of investments, (6) other resources of The Federation, and (7) The Federation’s investment
policies.

Investment Retum Objectives, Risk Parameters and Strategies

The Federation has adopted investment and spending policies, approved by the Board of Trustees for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its
endowment funds while also maintaining the purchasing power of those endowment assets over the longer
term. Accordingly, the investment process seeks to achieve an after-cost total real rate of retum, including
investment income as well as capital appreciation, which exceeds the annual distribution with acceptable levels
of risk. Endowment assets are invested in a well diversified asset mix, which includes equity and debt securities,
that is intended to result in a consistent inflation-protected rate of return that has sufficient liquidity to make
annual distributions while growing the funds if possible. Actual returns in any given year are subject to market
fluctuations. Investment risk is measured in terms of the total endowment fund; investment assets and
allocation between asset classes , and strategies are managed not to expose the fund to unacceptable levels
of risk.

Spending Policy

The Federation has a policy of appropriating for distribution each year 4.5% of its endowment fund’s average
fair value of the prior 3 years. From time to time, certain donor-restricted endowment funds may have fair
values less than the amount required to be maintained by donors or by law (underwater endowments). The
Federation has interpreted UPMIFA to permit spending from underwater endowments in accordance with
prudent measures required under law. At December 31, 2018 and 2017, there were deficiencies of $519,976
and $145,578, respectively, in funds with original gift values of $4,108,486

Endowment net asset composition by type of fund as of December 31, 2018 and 2017 and activity for the year
then ended is as follows:
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Without With
Donor Donor
Restriction Restriction Total
Endowment net assets, December 31, 2016 $2,535,551 $13,114,004 $15,649,555
Investment return, net 883,085 1,061,878 1,944,963
Contributions 1,131,450 78,561 1,210,011
Other income . 57,754 57,754
Distributions & appropriations
pursuant to spending policy (_778689) (__476,103) ( 1,254,792)
Endowment net assets, December 31, 2017 3,771,397 13,836,094 17,607,491
Investment return, net ( 424587) ( 432625) ( 857,112)
Contributions 370,513 53,708 424,221
Other income - 1,832 1,832
Distributions & appropriations
pursuant to spending policy (_663930) (_ 617945) ( 1,281875)
Endowment net assets, December 31, 2018 $3,053,393 $12,841,064 $15,894,457
Net Assets
As of December 31, 2018 and 2017, net assets with donor restrictions are as follows:
2018 2017
Subject to the passage of time
Pledges for future periods S - § 125351
Cash surrender value of life insurance 679,349 677,517
Split-interest agreements 147,638 145,088
826,987 947,956
Subject to specified use 7,869,023 8,868,435
Corpus restricted in perpetuity 4,145,054 4,145,054

$12,841,064 $13,961,445

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or by
occurrence of the passage of time or other events specified by the donors as follows for the years ended

December 31, 2018 and 2017:

2018 2017

Expiration of time restrictions $125,351 $125,864
Satisfaction of specified use restrictions 617,945 476,103
Total $743,296 $601,967
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Liquidity & Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the balance sheet date, are comprised of the following as of December 31, 2018 and 2017:

2018 2017

Cash & cash equivalents $ 1237537 S 843,603

Investment securities 9,177,145 10,425,601

Pooled investments 7,075,421 7,416,364

Pledges receivable, net 819,631 1,492,738

Total financial assets 18,309,734 20,178,806
Less:

Custodial funds 440,558 157,000

Present value of annuity obligations 190,436 227,604

Board-designated (endowment) net assets 3,053,393 3,771,397

Net assets with donor restriction 12,841,064 13,961,445

16525451 18,117,446

Financial assets available for general expenditure $ 1,784,283 S 2,061,360

The Federation’s endowment funds consist of donor-restricted and board-designated funds. Income form

donor-restricted endowments is available for specific purposes and is not available for general expenditure.

As part of the Federation'’s liquidity management plan, cash in excess of daily requirements is invested in inter-

bearing demand deposits.

Subsequent Events

Management has evaluated subsequent events through May 22, 2019 the date which the financial

statements were available to be issued.
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