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INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of
Lafayette Diocesan Foundation, Inc.:
We have audited the accompanying financial statements of the Lafayette Diocesan Foundation, Inc. (the
Foundation), which comprise the statements of financial position as of December 31, 2019 and 2018, and the
related statements of activities and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ 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.
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 Foundation as of December 31, 2019 and 2018, 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.

June 17, 2020

LAFAYETTE DIOCESAN FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2019 AND 2018

ASSETS
2019

2018

Cash
Accounts receivable
Investments

$

93,665
14,847
17,680,830

$

297,470
14,000,667

Total assets

$

17,789,342

$

14,298,137

$

1,451,503

$

1,212,938

LIABILITIES AND NET ASSETS
LIABILITIES
Grants payable
Gift annuities payable
Annual payment obligations
Residual payable
Charitable remainder trusts payable
Annual payment obligations
Residual payable
Other

189,696
181,898

195,844
121,559

546,461
54,172
16,370

457,209
41,800
-

2,440,100

2,029,350

2,078,943
96,148

1,880,519
96,148

2,175,091

1,976,667

With donor restrictions

13,174,151

10,292,120

Total net assets

15,349,242

12,268,787

Total liabilities

NET ASSETS
Without donor restrictions
Undesignated
Designated

Total net assets without donor restrictions

Total liabilities and net assets

See accompanying notes to financial statements.

$

17,789,342

$

14,298,137
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LAFAYETTE DIOCESAN FOUNDATION, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2019
WITH SUMMARIZED COMPARATIVE INFORMATION FOR THE YEAR ENDED DECEMBER 31, 2018
Without Donor
Restrictions

With Donor
Restrictions

2019
Total

2018
Total

REVENUES, GAINS AND OTHER SUPPORT
Contributions
Investment return, net
Change in value of gift annuities payable
Change in value of charitable remainder trusts
Net assets released from restrictions

$

Total revenues, gains and other support

64,697
385,575
680,454
1,130,726

$

1,054,053
2,576,249
83,205
(151,022)
(680,454)
2,882,031

$

1,118,750
2,961,824
83,205
(151,022)
4,012,757

$

663,159
(1,111,988)
(19,098)
28,094
(439,833)

EXPENSES
Grants
General and administrative

Total functional expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

See accompanying notes to financial statements.

$

840,445
91,857
932,302

-

840,445
91,857
932,302

663,124
94,215
757,339

198,424

2,882,031

3,080,455

(1,197,172)

1,976,667

10,292,120

12,268,787

13,465,959

2,175,091

$

13,174,151

$

15,349,242

$

12,268,787
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LAFAYETTE DIOCESAN FOUNDATION, INC.
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2018
Without Donor
Restrictions

With Donor
Restrictions

Total

REVENUES, GAINS AND OTHER SUPPORT
Contributions
Investment return, net
Change in value of gift annuities payable
Change in value of charitable remainder trusts
Net assets released from restrictions

$

Total revenues, gains and other support

73,441
(174,831)
572,474
471,084

$

589,718
(937,157)
(19,098)
28,094
(572,474)
(910,917)

$

663,159
(1,111,988)
(19,098)
28,094
(439,833)

EXPENSES
Grants
General and administrative

Total expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

See accompanying notes to financial statements.

$

663,124
94,215
757,339

-

663,124
94,215
757,339

(286,255)

(910,917)

(1,197,172)

2,262,922

11,203,037

13,465,959

1,976,667

$

10,292,120

$

12,268,787

4

LAFAYETTE DIOCESAN FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

Page 1 of 2

DECREASE IN CASH
2019

2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from contributors
Cash paid to vendors and grantees
Investment income received

$

Net cash provided by (used in) operating activities

1,032,052
(612,670)
63,737

$

436,652
(612,008)
22,771

483,119

(152,585)

(801,825)
194,153

(417,724)
42,013

(607,672)

(375,711)

-

35,067

(79,252)

373,303
(116,951)

(79,252)

291,419

CHANGE IN CASH

(203,805)

(236,877)

CASH, BEGINNING OF YEAR

297,470

534,347

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Proceeds from sales of investments

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from contributions restricted for investment
subject to annuity agreements
Proceeds from sale of remainder interest in real property
to be used for restricted purposes
Payments on annuity obligations

Net cash provided by (used in) financing activities

CASH, END OF YEAR

$

93,665

$

297,470

$

64,697

$

73,441

$

7,154

$

4,981

NONCASH OPERATING ACTIVITIES
In-kind contributions

NONCASH INVESTING ACTIVITIES
Donated stock

See accompanying notes to financial statements.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

Page 2 of 2

RECONCILIATION OF CHANGE IN NET ASSETS TO
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
2019
CHANGE IN NET ASSETS

$

3,080,455

2018
$

(1,197,172)

ADJUSTMENTS TO RECONCILE CHANGE IN NET ASSETS TO NET
CASH FLOWS PROVIDED BY (USED IN) OPERATING ACTIVITIES
Change in value of gift annuities payable
Change in value of charitable remainder trusts payable
Gain on sale of remainder interest in real property to be used for restricted purposes
Charitable gift annuity contributions
Net realized and unrealized loss (gain) on investments
Donated stock

(83,205)
151,022
(2,898,087)
(7,154)

19,098
(28,094)
(122,197)
(35,067)
1,134,759
(4,981)

(14,847)

9,179

238,565
16,370

71,890
-

(2,597,336)

1,044,587

(Increase) decrease in operating assets
Accounts receivable

Increase (decrease) in operating liabilities
Grants payable
Other

Total adjustments

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

See accompanying notes to financial statements.

$

483,119

$

(152,585)
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

1.

NATURE OF ACTIVITIES
The Lafayette Diocesan Foundation, Inc. (the Foundation) was incorporated as a not-for-profit organization under
the laws of the State of Indiana. The Foundation was organized exclusively for religious, charitable, educational
and scientific purposes. The Foundation’s main sources of revenue are from contributions and investment market
returns.
The mission of the Foundation is to encourage and facilitate the growth and development of the Catholic Church in
the Diocese of Lafayette-in-Indiana by:

2.



Promoting and assisting in securing new endowment funds.



Providing information to prospects contemplating charitable gifts.



Serving as advisors for the management of endowment funds to maximize returns with prudent
investment practices.



Encouraging responsible stewardship through regular communications with the Pastoral Office for
Stewardship and Development, and



Marketing.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING AND USE OF ESTIMATES
The financial statements of the Foundation have been prepared on the accrual basis of accounting. The
preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of support and expenses during the reporting period. Actual results could vary from the
estimates that were used.
CASH AND CASH EQUIVALENTS
The Foundation considers all highly liquid debt instruments purchased with a maturity of three months or less to
be cash equivalents. There were no cash equivalents at December 31, 2019 and 2018. The Foundation maintains
cash balances at commercial banks. Accounts at the banks are guaranteed by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. At December 31, 2018, the Foundation maintained cash in excess of the FDIC
coverage limits by approximately $80,000.
INVESTMENTS AND INVESTMENT RETURN
Investments are carried at fair value for financial reporting purposes. Contributed investments are recorded at the
fair value of each investment on the date it is received. Changes in fair value of investments are reflected in the
statement of activities in the period in which such changes occur. Realized gains or losses upon the sale of
investments are based on the cost of specifically identified securities. Interest and dividend income is recorded
when earned.
Investment return is recorded as an increase or decrease in net assets without donor restrictions unless its use is
restricted by donors to a specified purpose or future period.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
REMAINDER INTEREST IN REAL PROPERTY
In 2001, the Foundation received a contribution of a 50% interest in two separate condominiums. In late 2016, one
of the properties was vacated by the owner, and in April 2017 that property was sold. The remaining property was
sold in 2018 for a price greater than the recorded value. The proceeds were considered a contribution with donor
restrictions.
GRANTS PAYABLE
The Foundation holds funds for various Diocesan entities for the purpose of investment and return. The spending
rate for these endowment funds is no more than 6% of average total investable assets on a rolling 3-year basis.
The allocable earnings are reported as grants payable and are due within one year.
CHARITABLE GIFT ANNUITIES
The Foundation has established a gift annuity program whereby donors may contribute assets to the Foundation in
exchange for the right to receive a predetermined annual return during their lifetime or they may assign that right
to a designated beneficiary. A portion of the original transfer amount is considered to be a charitable contribution
for income tax purposes. The difference between the amount provided for the gift annuity and the present value of
the liability for future payments, determined on an actuarial basis, is recognized as a contribution with donor
restrictions at the date of the gift. There were no charitable gift annuity donations in 2019. There was $35,067
contributed for charitable gift annuity purposes during 2018.
The calculation of the present value of the future benefits to be distributed to the beneficiaries is performed using
discount rates ranging from 1.4% to 6.0% and the applicable mortality table. Payments are made quarterly, semiannually or annually. The annuity liability is revalued annually based upon actuarially computed present values.
The resulting actuarial gain (loss) is recorded as net assets with donor restrictions class in the statement of
activities.
Also, as part of the Foundation's gift annuity program, the donor is given the right to name an outside third party
(an organization other than the Foundation) as the final beneficiary. When the Foundation is not named as the final
beneficiary, the difference between the amount provided for the gift annuity and the present value of the liability for
future payments, determined on an actuarial basis, is recorded as a residual payable.
At December 31, 2019 and 2018, $189,696 and $195,844, respectively, is recorded in the statement of financial
position at fair value as the annual payment obligations of gift annuities payable. The final amount of the gift
annuities that are expected to be paid out to organizations other than the Foundation upon the death of the
annuitant at December 31, 2019 and 2018, is $181,898 and $121,559, respectively, and is recorded in the statement
of financial position at fair value as the residual payable of gift annuities payable.
The fair value of the investments held for the future payment of the annuity liabilities was $475,551 and $385,078 at
December 31, 2019 and 2018, respectively, and is included in investments in the statement of financial position.
CHARITABLE REMAINDER TRUSTS
The Foundation, serving as the trustee, administers two charitable remainder trusts. Both were created during
2014. The trusts provide for the payment of distributions to the grantor or other designated beneficiaries over the
trust's term (designated by the beneficiary's lifetime). At the end of the trusts' terms, the remaining assets are
available for the Foundation's use.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
CHARITABLE REMAINDER TRUSTS, CONTINUED
The portion of the charitable remainder trust attributable to the present value of future benefits to be received by
the Foundation is reported in the statement of activities as contributions with donor restrictions in the period the
trust is established.
In one of the trusts, the donor also named outside third parties (organizations other than the Foundation) as
additional final beneficiaries for 50% of the residual trust amount. The difference between the assets provided for
the trust and the present value of the liability for future payments, determined on an actuarial basis, multiplied by
the third party beneficiaries' 50% interest, is recorded as a residual payable.
Assets held in trust total $943,826 and $768,505 at December 31, 2019 and 2018, respectively, and are included in
investments in the statement of financial position. On an annual basis, the Foundation revalues the liability for
distributions to the designated beneficiaries based on actuarial assumptions. The present value of the estimated
future payments to beneficiaries at December 31, 2019 and 2018 amounts to $546,461 and $457,209, respectively,
and is recorded in the statement of financial position as the annual payment obligations of charitable remainder
trusts payable. The final amount of the charitable remainder trusts that is expected to be paid out to organizations
other than the Foundation upon the death of the beneficiaries at December 31, 2019 and 2018 is $54,172 and
$41,800, respectively, and is recorded on the statement of financial position as the residual payable of charitable
remainder trusts. The fair value of the estimated future payments is calculated using a discount rate of 2.2% and
the applicable mortality tables.
NET ASSETS
The Organization maintain the following classifications of net assets:
Without donor restrictions
These are resources available to support operations. The only limits on the use of this category of net assets are
the broad limits resulting from the nature of the Foundation, the environment in which it operates, the purposes
specified in its corporate documents and its application for tax-exempt status, and any limits resulting from
contractual agreements with creditors and others that are entered into in the course of its operations. The
Foundation maintains two funds in the net assets without donor restrictions class, as follows:

Undesignated - Funds used for general operations
Designated - Funds that have been designated for use as directed by the Bishop or Board of Directors. See
Note 5.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
NET ASSETS
With donor restrictions
These are resources that are restricted by the donor for use for a particular purpose or in a particular future
period. The Foundation's unspent contributions are classified in this class if the donor limited their use, as is the
unspent appreciation of its donor restricted endowment fund. See Note 5.
When a donor's restriction is satisfied, either by using the resources in the manner specified by the donor or by the
passage of time, the expiration of the restriction is reported in the financial statements by reclassifying the net
assets with donor restrictions to net assets without donor restrictions. Net assets restricted for acquisition of
buildings or equipment (or less commonly, the contribution of those assets directly) are reported as contributions
with donor restrictions until the specified asset is placed in service by the Foundation, unless the donor provides
more specific directions about the period of its use.
CONTRIBUTIONS
Contributions are recognized as support in the period promised.
Support that is not restricted by the donor is reported as an increase in net assets without donor restrictions. All
donor-restricted support is reported as an increase in net assets with donor restrictions.
DONATED SERVICES
Contributions of services are recognized as revenue at their estimated fair value when the services received create
or enhance nonfinancial assets or require specialized skills possessed by the individuals providing the service and
the service would typically need to be purchased if not donated.
The Foundation's accounting and general management functions are performed by the Central Administration of
the Roman Catholic Diocese of Lafayette-in-Indiana, Inc. (Administration) and the value of the in-kind services was
$64,697 and $73,441 in 2019 and 2018, respectively.
EXPENSE ALLOCATION
Expenses have been classified based on the actual direct expenditures as well as cost allocation based on
estimates of time and usage by the Foundation’s programs. Expenses are allocated between grants and general
and administrative. The grant programmatic expenses were 90.1% and 87.6% of the total expenses for 2019 and
2018, respectively. The Foundation had the following expense allocations for the years ended December 31:
2019
General and
Administrative

Grants
Grants

$

840,445

$

-

Total
$

840,445

Professional fees

-

27,160

27,160

Other

-

64,697

64,697

Total funds

$

840,445

$

91,857

$

932,302
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, CONTINUED
EXPENSE ALLOCATION, CONTINUED
2018
General and
Administrative

Grants
Grants

$

663,124

$

-

Total
$

663,124

Professional fees

-

20,031

20,031

Other

-

74,184

74,184

Total funds

$

663,124

$

94,215

$

757,339

INCOME TAXES
The Foundation is organized as a not-for-profit corporation and is exempt from income tax under Section 501(c)(3)
of the U.S. Internal Revenue Code and similar state law and has been classified as an organization that is not a
private foundation under Section 509(a) of the Internal Revenue Code.
As a religious organization, the Foundation is not required to file annual Federal or state information returns.
SUBSEQUENT EVENTS
Subsequent events have been evaluated through June 17, 2020, which is the date the financial statements were
available to be issued. See Note 9.
NEW ACCOUNTING PRONOUNCEMENT
The Foundation has adopted FASB Accounting Standards Update (ASU) 2018-08, Clarifying the Scope and the
Accounting Guidance for Contributions Received and Contributions Made, as of January 1, 2019. The ASU provided
clarified guidance to assist entities in (1) evaluating whether transactions should be accounted for as contributions
(nonreciprocal transactions) or as exchange (reciprocal) transactions subject to other guidance and (2)
determining whether a contribution is conditional. The Foundation applied the update on a modified prospective
basis to agreements that were either not completed as of the effective date or entered as of the effective date. The
application of the update had no impact on net assets as of January 1, 2019.
The Foundation has adopted ASU 2014-09, Revenue from Contracts with Customers (Topic 606), as of and for the
year ended December 31, 2019. The ASU and all subsequently issued clarifying ASU’s replaced most existing
revenue recognition guidance in U.S. GAAP. The ASU also required expanded disclosures related to the nature,
amount, timing, and uncertainty of revenue and cash flows arising from contracts with customers. The update
provides companies with a single revenue recognition model for recognizing revenue with customers; specifically
requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of
promised goods or services to customers. The provisions of Topic 606 were adopted for the year ended December
31, 2019 utilizing the modified retrospective method. There was no cumulative effect adjustment recorded to the
opening balance of net assets as of January 1, 2019 and there was no change in how the Foundation currently
recognizes and records revenue. The Foundation does not expect the adoption of the new revenue standard to
have a significant impact to the change in net assets on an ongoing basis.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

3.

AVAILABLE RESOURCES AND LIQUIDITY
The Foundation strives to maintain sufficient operating cash to cover annual grant, gift annuity, and remainder
trust obligations. Due to the irregular nature of cash flow as a result of fundraising and the investment market,
cash reserves can vary significantly throughout the year.
The following table reflects the Foundation’s financial assets as of December 31, 2019 and 2018, reduced by
amounts that are not available to meet general expenditures within one year of the statement of financial position
date because of donor restrictions or internal board designations. Amounts not available include a boarddesignated endowment fund that is intended to fund annual grant activities to various Diocesan entities. In the
event the need arises to utilize the board-designated funds for liquidity purposes, the reserves could be drawn
upon through the action of the Board of Directors.
Net assets without donor restrictions or designations represent an operating reserve of approximately 26.8
months and 29.8 months as of December 31, 2019 and 2018, respectively.
2018

2019
Financial assets at year-end
Cash

$

Accounts receivable

93,665

$

297,470

14,847

-

Investments

17,680,830

14,000,667

Total financial assets

17,789,342

14,298,137

Gift annuity obligations and residuals payable

(371,594)

(317,403)

Charitable remainder trust obligations and residuals payable

(600,633)

(499,009)

(96,148)

(96,148)

(13,174,151)

(10,292,120)

(14,242,526)

(11,204,680)

Less amounts not available to be used within one year

Board-designated endowment funds
Net assets with donor restrictions

Financial assets not available to be used with one year
Financial assets available to meet cash needs for general
expenditures within one year

$

3,546,816

$

3,093,457
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

4.

INVESTMENTS
2019
Cash

$

177,075

2018
$

554,847

Common stocks (U.S. and International)
Large cap growth

1,421,571

1,125,949

7,829

5,675

1,429,400

1,131,624

3,828,116

3,273,930

MSCI ACWI screened index fund

6,103,393

4,523,071

Russell 3000 screened index fund

6,142,846

4,517,195

Total common trust funds

12,246,239

9,040,266

Other U.S. equities
Total common stocks
Mutual funds
PIMCO – Total Return ESG fund
Common trust funds

$

17,680,830

$

14,000,667

The Foundation’s investments are professionally managed by third parties.
INVESTMENT RETURNS
The following schedule summarizes investment return (losses) for all investments of the Foundation for the years
ended December 31:
2018

2019
Interest and dividend income

$

Realized and unrealized gains (losses)
Investment management fees
Investment return, net

5.

$

154,045

$

101,936

2,898,087

(1,134,759)

(90,308)

(79,165)

2,961,824

$

(1,111,988)

NET ASSETS
DESIGNATED FOR ENDOWMENT
Included in net assets without donor restrictions are six funds which have been designated at the request of the
Bishop. Each fund was established with an initial balance of $10,000. The investment return from each fund is
designated for a specific purpose.
The portion of the funds that will be utilized annually for the purposes for which the fund was established is up to
5% of the beginning of the year balance, determined by the market value on a rolling 36 month average. The total
of the six funds is $96,148 at December 31, 2019 and 2018.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

5.

NET ASSETS, CONTINUED
WITH DONOR RESTRICTIONS
Net assets with donor restrictions are available to support the following purposes at December 31:
2018

2019
Charitable remainder trusts and gift annuities

$

Endowment funds
Purpose restrictions
$

447,150

$

367,071

12,376,873

9,602,308

350,128

322,741

13,174,151

$ 10,292,120

RELEASED FROM RESTRICTIONS
Net assets were released from donor restrictions as follows during the years ended December 31:
2018

2019
Grants and awards from endowment funds

$

$

519,569

Administrative fees allocated to endowment funds

46,784

16,510

Purpose restrictions met

43,040

36,395

$

6.

590,630

680,454

$

572,474

ENDOWMENT FUNDS
The Foundation's endowment consists of board designated and donor restricted funds established to support a
variety of charitable 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.
APPLICATION OF UPMIFA
Management 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 stipulations to the contrary. As a result of the interpretation, the Foundation classifies as net
assets held in perpetuity (a) the original value of gifts donated to the endowment, (b) the original value of
subsequent gifts to the endowment, and (c) accumulation to the endowment made in accordance with the direction
of the applicable donor gift instrument at the time the accumulations are added to the fund. At the present time,
the Foundation does not have any endowments held in perpetuity.
The Foundation does have a number of funds with donor restrictions that are restricted for particular purposes
and that have been designated by the Board of Directors to function as endowments. These are classified as donor
restricted endowment funds.
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LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

6.

ENDOWMENT FUNDS, CONTINUED
APPLICATION OF UPMIFA, CONTINUED
In accordance with UPMIFA, the Foundation considers the following factors in making a determination to
appropriate or accumulate donor restricted endowment funds:
(1) The duration and preservation of the donor restricted endowment funds
(2) The purposes of the Foundation and 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 Foundation
(7) The investment policies of the Foundation
RETURN OBJECTIVES AND RISK PARAMETERS
The Foundation has adopted investment and spending policies for assets held for endowment that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to maintain the
fair value of the endowment assets. Assets held for endowment funds include those assets of donor restricted
funds designated to function as endowment (term endowment funds), as well as funds without donor restrictions
designated to function as endowment (board designated endowment funds). Under this policy, as approved by the
Board of Directors, the endowed investments are invested in a manner that is intended to produce a total return
which protects the purchasing power of the endowed investments and which allows a spending rate of up to 6.0%
of the market value on a rolling 36 month average. The Foundation evaluates its investments by comparing actual
investment performance to various applicable benchmarks. The Foundation expects its endowment investments to
meet or exceed these benchmarks over time. Actual returns in any given year may vary from these benchmarks.
STRATEGIES EMPLOYED FOR ACHIEVING OBJECTIVES
To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). The Foundation targets a diversified asset allocation that places a greater emphasis on
equity fixed income and investments to achieve its long-term return objectives within prudent risk constraints.
SPENDING POLICY AND HOW THE INVESTMENT OBJECTIVES RELATE TO SPENDING POLICY
The Foundation has a policy for its donor restricted endowment funds of appropriating for distribution each year up
to 5.0% of the market value on a rolling 36 month average and up to 1% for administrative expenses. In
establishing this policy, the Foundation considered the long-term expected return on its assets held for
endowment funds. Accordingly, over the long term, the Foundation expects the current spending policy to allow its
endowment funds to grow.
This is consistent with the Foundation's objective to maintain the fair value of the endowment fund assets as well
as to provide additional real growth through new gifts and investment return.
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6.

ENDOWMENT FUNDS, CONTINUED
SPENDING POLICY AND HOW THE INVESTMENT OBJECTIVES RELATE TO SPENDING POLICY, CONTINUED
The change in endowment net assets and composition are as follows for the years ended December 31:
2019
Donor
Restricted

Designated
Endowment net assets, beginning of year

$

96,148

$

9,602,308

Total
$

9,698,456

Contributions

-

1,118,097

1,118,097

Investment return, net

-

2,262,404

2,262,404

Distributions and other changes

-

(605,934)

(605,934)

Endowment net assets, end of year

$

96,148

$

12,376,875

$

12,473,023

2018
Donor
Restricted

Designated
Endowment net assets, beginning of year

96,148

$

10,494,940

$

10,591,088

Contributions

-

505,845

505,845

Investment return, net

-

(854,989)

(854,989)

Distributions and other changes

-

(543,488)

(543,488)

Endowment net assets, end of year

7.

$

Total

$

96,148

$

9,602,308

$

9,698,456

FAIR VALUE MEASUREMENTS
Accounting Standards for Fair Value Measurement define fair value as the price that would be received for an
asset or paid to transfer a liability (exit price) in an orderly transaction between market participants at the
measurement date. Those standards also establish a three-level fair value hierarchy for disclosure that prioritizes
valuations based on whether the significant inputs used to estimate fair value are observable, giving highest
priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and
lowest priority to valuations primarily based on unobservable inputs (level 3 measurements). Level 1 inputs are
quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either directly or indirectly. Level 3 inputs are unobservable
inputs for the asset or liability.
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.


Common stocks: Valued at the closing price reported on the active market on which the individual
securities are traded.
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7.

FAIR VALUE MEASUREMENTS, CONTINUED


Mutual funds: Valued at the daily closing prices as reported by the fund. Mutual funds held by the
Foundation are open-end mutual funds registered with the Securities and Exchange Commission.
These funds are required to publish their daily NAV and to transact at that price. The mutual funds held by
the Foundation are deemed to be actively traded.



Common Trust Funds: Valued at the NAV reported by the fund.



Remainder interest in real property: Valued at the present value of the estimated fair value based on most
recent appraisals of the properties.



Gift annuities payable: Valued at the present value of the future benefits expected to be distributed to
beneficiaries using applicable mortality tables and discount rates commensurate with the expected terms
of the agreements.



Charitable remainder trusts payable: Valued at the present value of the future benefits expected to be
distributed to beneficiaries using applicable mortality tables and discount rates commensurate with the
expected terms of the agreements.

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, although the Foundation believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies or assumptions to
determine the fair value of certain financial instruments could result in different fair value measurements at the
reporting date.
Pursuant to Accounting Standards Update 2015-07, Disclosures for Investments in Certain Entities that Calculate
Net Asset Value Per Share, investments in common trust funds, if any, are valued at their respective net asset
value and are not classified within the fair value hierarchy.
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7.

FAIR VALUE MEASUREMENTS, CONTINUED
The following table sets forth, within the hierarchy, the Foundation's assets and liabilities measured at fair value
on a recurring basis as of December 31, 2019:
Level 2

Level 1

Level 3

Total

Investments
Common stocks
Large cap value

$

Other US equities

1,421,571

$

-

$

-

$

1,421,571

7,829

-

-

7,829

3,828,116

-

-

3,828,116

Mutual funds:
PIMCO – ESG fund
Common trust funds
MSCI ACWI screened index
fund

6,103,393

Russell 3000 screened index
fund

6,142,846

Total investments

$

5,257,516

$

-

$

-

$

-

$

-

$

189,696

$ 17,503,755

Liabilities
Gift annuities payable
Annual payment obligations
Residual payable

$

189,696

-

-

181,898

181,898

-

-

371,594

371,594

Annual payment obligations

-

-

546,461

546,461

Residual payable

-

-

54,172

54,172

-

-

600,633

600,633

Total gift annuities payable
Charitable remainder trusts
payable

Total charitable remainder
trusts payable
Total liabilities

$

-

$

-

$

972,227

$

972,227
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7.

FAIR VALUE MEASUREMENTS, CONTINUED
The following table sets forth, within the hierarchy, the Foundation's assets and liabilities measured at fair value
on a recurring basis as of December 31, 2018:
Level 2

Level 1

Level 3

Total

Investments
Common stocks
Large cap value

$

Other US equities

1,125,949

$

-

$

-

$

1,125,949

5,675

-

-

5,675

3,273,930

-

-

3,273,930

Mutual funds:
PIMCO – ESG fund
Common trust funds
MSCI ACWI screened index
fund

4,523,071

Russell 3000 screened index
fund

4,517,195

Total investments

$

4,405,554

$

-

$

-

$

-

$

-

$

195,844

$ 13,445,820

Liabilities
Gift annuities payable
Annual payment obligations
Residual payable

$

195,844

-

-

121,559

121,559

-

-

317,403

317,403

Annual payment obligations

-

-

457,209

457,209

Residual payable

-

-

41,800

41,800

-

-

499,009

499,009

Total gift annuities payable
Charitable remainder trusts
payable

Total charitable remainder
trusts payable
Total liabilities

$

-

$

-

$

816,412

$

816,412

The Foundation's policy is to recognize transfers between levels as of the end of the reporting period. There were
no transfers among levels during 2019 and 2018. In addition, all cash and cash equivalents held as a part of the
investment portfolio are for long term investing purposes and are recorded at cost.

19

LAFAYETTE DIOCESAN FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2019 AND 2018

7.

FAIR VALUE MEASUREMENTS, CONTINUED
The change in financial assets and liabilities with significant unobservable (Level 3) inputs is as follows for the
years ended December 31:
2019
Gift Annuities
Payable
Beginning balance

$

Contributions

317,403

CRT’s Payable
$

499,009

-

-

(23,765)

(43,398)

-

-

83,205

-

Investment gains

-

-

Change in value of split-interest agreements

-

151,022

(5,249)

-

Payments made to annuitants
Payments made to residual beneficiaries
Actuarial losses on annuity obligations

Change in annuities payable
Ending balance

$

371,594

$

600,633

2018
Gift Annuities
Payable
Beginning balance

$

$

584,464

Contributions

35,067

-

Payments made to annuitants

(23,765)

(57,361)

Payments made to residual beneficiaries

(16,156)

-

Actuarial losses on annuity obligations

(19,098)

-

(6,428)

-

-

(28,094)

(416)

-

Investment gains
Change in value of split-interest agreements
Change in annuities payable
Ending balance

8.

348,199

CRT’s Payable

$

317,403

$

499,009

RISKS AND UNCERTAINTIES
The Foundation's investments (Note 4) 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 financial statements.
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9.

SUBSEQUENT EVENT
In recent days, the COVID-19 pandemic has resulted in a state-wide stay at home order. The extent of the impact
of COVID-19 on the Foundation’s operational and financial performance will depend on certain developments,
including the duration and spread of the outbreak, impact on donors, and the stock market, all of which are
uncertain and cannot be predicted. The Foundation is anticipating a decline in revenue. In addition, the
Foundation’s investments have experienced approximately 6% decrease since December 31, 2019. The impact of
the COVID-19 pandemic on the financial stability of the Foundation is unknown as of the date of the issuance of
these financial statements.
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