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Independent Auditor's Report

To the Board of Directors
The Jewish Fund
We have audited the accompanying financial statements of The Jewish Fund (the “Fund”), which
comprise the statement of financial position as of May 31, 2013 and 2012 and the related statements of
activities and changes in net assets and cash flows for the years then ended, and the related notes to the
financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.
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 Jewish Fund as of May 31, 2013 and 2012 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.

October 21, 2013
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THE JEWISH FUND
STATEMENTS OF FINANCIAL POSITION
May 31, 2013 and 2012

ASSETS

2013
CURRENT ASSETS
Cash and cash equivalents
Investments
Purchased software (net)
Total assets

2012

$

162,493
62,383,355
3,850

$

137,663
56,575,517
6,417

$

62,549,698

$

56,719,597

$

52,724
617,066

$

40,766
521,193

LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable
Grants payable
Total liabilities

669,790

561,959

NET ASSETS
Unrestricted
Temporarily restricted
Permanently restricted

54,090,600
5,561,484
2,227,824

49,527,391
4,402,423
2,227,824

Total net assets

61,879,908

56,157,638

TOTAL LIABILITIES AND NET ASSETS

$

62,549,698

See accompanying notes to financial statements.

$

56,719,597
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THE JEWISH FUND
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
Years Ended May 31, 2013 and 2012

2013
Permanently
Temporarily
Restricted
Restricted

Unrestricted
OPERATING REVENUE AND SUPPORT
Investment income
Net unrealized gains (losses) on investments
Other income
Net assets released from restrictions

$

Total operating revenue and support
EXPENSES
Grants
Administrative and general
Total expenses
INCREASE (DECREASE) IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR
NET ASSETS - END OF YEAR

$

4,758,877 $
2,923,945
49,333

817,694 $
390,700
(49,333)

Total

- $
-

5,576,571
3,314,645
-

Unrestricted
$

Temporarily
Restricted

2012
Permanently
Restricted

Total

1,334,667 $
(3,640,619)
148,000
49,333

205,703 $
(524,957)
(49,333)

- $
-

1,540,370
(4,165,576)
148,000
-

(368,587)

-

(2,477,206)

7,732,155

1,159,061

-

8,891,216

(2,108,619)

2,908,563
260,383

-

-

2,908,563
260,383

2,469,457
289,153

-

-

2,469,457
289,153

3,168,946

-

-

3,168,946

2,758,610

-

-

2,758,610

4,563,209

1,159,061

-

5,722,270

(4,867,229)

-

(5,235,816)

49,527,391

4,402,423

2,227,824

56,157,638

54,394,620

4,771,010

2,227,824

61,393,454

54,090,600 $

5,561,484 $

2,227,824 $

61,879,908

49,527,391 $

4,402,423 $

2,227,824 $

56,157,638

$

See accompanying notes to financial statements.

(368,587)
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THE JEWISH FUND
STATEMENTS OF CASH FLOWS
Years Ended May 31, 2013 and 2012
2013
CASH FLOWS FROM OPERATING ACTIVITIES
Increase (decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets
to net cash from operating activities:
Depreciation
Net unrealized (gain) loss on investments
Net realized gain on investments
Increase (decrease) in assets and liabilities:
Accounts payable
Grants payable

$

5,722,270

$

2,567
(3,314,645)
(4,730,155)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of software
Net sale of investments
Net cash flows from investing activities

(67,724)
(245,648)

(2,212,132)

(1,424,503)

-

(7,700)
1,472,643
1,464,943

2,236,962
2,236,962

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR
$

See accompanying notes to financial statements.

(5,235,816)

1,283
4,165,576
(42,174)

11,958
95,873

Net cash flows used in operating activities

CASH AND CASH EQUIVALENTS - END OF YEAR

2012

24,830

40,440

137,663

97,223

162,493

$

137,663
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 1 - Organization
The Jewish Fund (the "Fund") was established from the proceeds of the sale of Sinai Hospital to the
Detroit Medical Center in December 1996 for charitable, educational, and religious purposes. The Fund
supports the overall healthcare and social welfare needs of the Jewish and general communities in the
Greater Detroit Metropolitan Area.
NOTE 2 - Summary of Significant Accounting Policies
Basis of Accounting
The financial statements of the Fund are prepared on the accrual basis.
The Fund classifies resources for accounting and reporting purposes into three net asset categories
according to externally (donor) imposed restrictions. A description of the three categories is as follows:
Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that they be
maintained permanently by the Fund.
Temporarily Restricted Net Assets - Net assets whose use by the Fund is subject to donor-imposed
stipulations that can be fulfilled by actions of the Fund pursuant to those stipulations or that expire by
the passage of time.
Unrestricted Net Assets - Net assets that are not subject to donor-imposed stipulations. Unrestricted
net assets may be designated for specific purposes by action of the board of directors or may
otherwise be limited by contractual agreements with outside parties. Investment income, including
gains and losses, is reported as unrestricted revenue unless specifically restricted by the donor or law.
Revenue and other support are reported as an increase in unrestricted net assets unless the donation is
limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets.
Expirations of donor-imposed stipulations that simultaneously increase one category of net assets and
decrease another are reported as reclassifications between the applicable classes of net assets.
Contributions and endowment income with donor-imposed restrictions that are met in the same year as
received or earned are reported as unrestricted revenue. Contributions and endowment income with
donor-imposed restrictions that are not met in the same year as received or earned are reported as
temporarily restricted revenue and are reclassified to unrestricted net assets when an expense is incurred
that satisfies the donor-imposed restriction or the specified events have occurred.
Grants payable represent awards to certain community organizations as of the reporting date with
payments made generally throughout the next year. Grant expense is recorded when the awards are
approved by the board of directors of the Fund. Any awards released from payment are reflected within
other income on the statement of activities and changes in net assets.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 2 - Summary of Significant Accounting Policies (continued)
Cash and Cash Equivalents
The Fund defines cash and cash equivalents as highly liquid, short-term investments with a maturity at
the date of acquisition of three months or less.
The Fund maintains an account with the bank which at times may exceed federally insured limits. The
Fund has not experienced any losses in such accounts.
Investments
The United Jewish Foundation (UJF) manages the Fund's investment portfolio. The investment portfolio
is comprised of equity securities, debt securities, hedge funds, and private equity investments. The Fund
records all investments in equity and debt securities with readily determinable fair values, based on
published quotations at fair value in accordance with generally accepted accounting principles.
The Fund makes various investments with a group of investment managers who manage investment
partnerships, managed accounts, commodity funds, hedge funds, and private equity funds, which employ
diversified styles and strategies. The goal of these investments is to generate a long-term return with less
risk than the equity market. The net asset value of these investments is calculated by the investment
manager based on prices and valuations supplied to it by the underlying investment or money manager,
or a similar financial data provider. Market values as of May 31, 2013 and 2012 are based on monthly
valuations provided by the managers of the Fund. Management, in coordination with the Fund's
investment consultant and the UJF investment committee, obtains and considers the audited financial
statements issued by nationally recognized accounting firms of such investments when evaluating the
overall reasonableness of carrying value. Because of the inherent uncertainty of valuations, values
recorded may differ materially from values had a ready market existed.
The investments may utilize a variety of financial instruments in their trading strategies, including equity
and debt securities of U.S. and foreign issuers as well as a variety of derivative instruments. Several of
these financial instruments contain varying degrees of off-balance-sheet risk whereby changes in market
value of the securities underlying the financial instruments may be in excess of the amounts recorded on
the investments' balance sheet. However, due to the nature of the Fund's limited interest in these
investments, the Fund’s risk with respect to such transactions is limited to its capital balance in each
investment.
Net realized and unrealized gains and losses on investment transactions for the year are included in the
statement of activities and changes in net assets.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 2 - Summary of Significant Accounting Policies (continued)
Tax-Exempt Status
The Fund is a Michigan nonprofit corporation under Section 509(a)(3) of the Internal Revenue Code that
has been granted an exemption from the payment of income taxes under Section 501(c)(3) and has been
determined to be other than a private foundation. The Fund's management believes that the Fund
continues to operate in a manner that preserves its tax-exempt status.
Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by the Fund and recognize a tax liability if the Fund has taken an uncertain
position that more likely than not would not be sustained upon examination by the IRS or other applicable
taxing authorities. Management has analyzed the tax positions taken by the Fund and has concluded
that as of May 31, 2013 and 2012, there are no uncertain positions taken or expected to be taken that
would require recognition of a liability or disclosure in the financial statements. The Fund is subject to
routine audits by taxing jurisdictions; however, there are currently no audits for any tax periods in
progress. Management believes it is no longer subject to income tax examinations for years prior to
2010.
Risks and Uncertainties
The Fund holds various investments in any combination of stocks, bonds, fixed-income securities, mutual
funds, and other investment securities. Investment securities are exposed to various risks, such as
interest rate, market, and credit risks. Given the level of risk associated with certain investment securities
and the level of uncertainty related to the changes in the value of investment securities, it is at least
reasonably possible that changes in values in the near term could affect investment balances and the
amounts reported in the statement of financial position and the statement of activities and changes in net
assets.
Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.
Subsequent Events
The Fund has evaluated subsequent events occurring through October 21, 2013, the date that the
financial statements were available to be issued for events requiring recording or disclosure in the Fund's
financial statements.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 3 - Fair Value of Financial Instruments
As defined in the accounting standards, fair value is 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 Fund uses various valuation methods including the market, income, and
cost approaches. The assumptions used in the application of these valuation methods are developed
from the perspective of market participants pricing the asset or liability. Inputs used in the valuation
methods can be either readily observable, market corroborated, or generally unobservable inputs.
Whenever possible, the Fund attempts to utilize valuation methods that maximize the use of observable
inputs. Based on the observability of the inputs used in the valuation methods, the Fund is required to
provide the following information according to the fair value hierarchy. The fair value hierarchy ranks the
quality and reliability of the information used to determine fair values. Assets and liabilities measured,
reported, and/or disclosed at fair value will be classified and disclosed in one of the following three
categories:
Level 1 - Quoted market prices in active markets for identical assets or liabilities
Level 2 - Observable market-based inputs or unobservable inputs that are corroborated by market data
Level 3 - Unobservable inputs that are not corroborated by market data
In general, fair values determined by Level 1 inputs use quoted prices in active markets for identical
assets or liabilities that the Fund has the ability to access.
Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets and liabilities in active markets and other
inputs such as interest rates and yield curves that are observable at commonly quoted intervals.
Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management’s own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset.
In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Fund’s assessment of the significance of particular inputs to these fair
value measurements requires judgment and considers factors specific to each asset or liability.

Page 8

THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 3 - Fair Value of Financial Instruments (continued)
The tables below present the balances of assets measured at fair value on a recurring basis by level
within the hierarchy.
May 31, 2013
Level 1
Level 2

Total
Investments:
Money market
Mutual funds:
Equity (a)
Debt (b)
Multi-strategy
Liquid Limited Partnerships Equity
Alternative investments:
Hedge fund of funds
Direct hedge fund
Global asset allocation funds
Private equity
Total investments

$

3,309,352

$

19,619,682
7,330,075
9,906,211

Total investments

$

539,043
15,199,978
14,474,785
9,141,732

$ 56,575,517

$

-

1,561,766

-

1,250,253
5,436,947
-

10,678,933
3,290,136

8,248,966

$ 13,969,069

$

-

May 31, 2012
Level 1
Level 2
$

-

-

539,043

$

15,199,978
14,474,785
9,141,732

Level 3
-

$

-

1,196,727
47,264
8,118,267
5,020,502
2,837,219

-

-

$ 40,165,320

Total
Investments:
Money market
Mutual funds:
Equity (a)
Debt (b)
Multi-strategy
Liquid Limited Partnerships Equity
Alternative investments:
Hedge fund of funds
Direct hedge fund
Global asset allocation funds
Private equity

$

19,619,682
7,330,075
9,906,211

1,561,766
11,929,186
5,436,947
3,290,136
$ 62,383,355

3,309,352

Level 3

-

1,196,727
$ 39,355,538

1,065,705
5,020,502
$

7,282,934

47,264
7,052,562
2,837,219
$

9,937,045

(a) Equity mutual funds include investments in closed funds which can be redeemed daily based on net
asset values (NAV) provided by the fund managers. The balances in these types of funds were
$2,011,757 and $13,054,532 as of May 31, 2013 and 2012, respectively. There are no unfunded
commitments or redemption restrictions on these investments.
(b) Debt mutual funds include investments in closed funds which can be redeemed daily based on NAV
as provided by the fund managers. The balances in these types of funds were $2,612,386 and
$5,528,118 as of May 31, 2013 and 2012, respectively. There are no unfunded commitments or
redemption restrictions on these investments.
Investments in hedge funds and private equity funds are not publicly traded and are valued based on
NAV as determined by the investment managers; however, transparency is not provided into these funds
and the assets on which NAV is based. This results in significant inputs which are unobservable.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 3 - Fair Value of Financial Instruments (continued)
The changes in Level 3 assets measured at fair value on a recurring basis are summarized as follows:
Year Ended May 31, 2013
Beginning
Balance
Hedge fund of funds
Direct hedge funds
Private equity
Total

$

47,264
7,052,562
2,837,219

$ 9,937,045

Purchases

Sales and
Settlements

Realized
Gains and
(Losses)

Unrealized
Gains and
(Losses)

$

$

$

$

6,096,806
149,736

$ 6,246,542

(47,265)
(3,746,806)
-

$ (3,794,071)

(93,848)
146,468
(304,367)

93,849
1,129,903
607,548

$ (251,747)

$ 1,831,300

Purchases

Sales and
Settlements

Realized
Gains and
(Losses)

Unrealized
Gains and
(Losses)

$

$

$

(11,784)
(739,147)
1,181

$

(63,135)
809,448
(431,004)

$ (749,750)

$

315,309

Ending
Balance
$

10,678,933
3,290,136

$ 13,969,069

Year Ended May 31, 2012
Beginning
Balance
Hedge fund of funds
Direct hedge funds
Private equity
Total

$

161,983
4,261,218
2,790,030

$ 7,213,231

2,750,000
1,518,243

$ 4,268,243

(39,800)
(28,957)
(1,041,231)

$ (1,109,988)

Ending
Balance
$

47,264
7,052,562
2,837,219

$ 9,937,045

The Fund’s policy is to recognize transfers between levels of the fair value hierarchy as of the end of the
reporting period. For the years ended May 31, 2013 and 2012, there were no transfers between levels of
the fair value hierarchy.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 3 - Fair Value of Financial Instruments (continued)
The following provides additional information about the attributes of certain alternative investments:
Investment
Type

Investment Objective

Unfunded
Commitments

Redemption
Frequency

Redemption
Notice Period

Hedge Fund of
Funds

Invest in a diversified set of hedge fund
managers to produce equity-like returns, but
with reduced volatility. Underlying hedge fund
manager strategies include directional equity
(i.e., long/short equity) and non-directional
strategies (i.e., market neutral, multi-strategy,
arbitrage, relative value, and event driven).

None

Quarterly

90 days

Direct Hedge
Funds

Invest directly in debt, equity, and derivative
securities to produce equity-like returns, but
with reduced volatility. Strategies employed
include long/short equity, multi-strategy,
arbitrage, relative value, and event drive. Beta
exposure to markets will vary based on the
degree of hedging utilized by the managers.
Approximately 54 percent of the funds within
this category are subject to an investor gate
which allows for only 10 to 25 percent
redemption during any three-month period.

None

Quarterly

45-60 days

Global Asset
Allocation
Funds

Allocate assets across the full range of asset
classes, including fixed income, equities, and
commodities to create a diversified portfolio
that adds value primarily through tactical asset
allocation decisions. Underlying investments
may include mutual funds, hedge funds,
derivatives, and individual securities.

None

Monthly

45 days

Private Equity

Invest directly in securities of companies that
are generally not actively traded at the time of
investment, securities that are perceived to be
trading at distressed levels (many of which are
illiquid), or a basket of private equity funds that
invest in said securities. Additionally, make
acquisitions of private equity limited partnership
interests and direct investment portfolios with a
focus of acquiring these interests at a
significant discount. Investments may be in
U.S. or foreign markets, and returns are
expected to be higher than those that can be
achieved in equity markets, albeit with higher
expected volatility. Funds within this category
are not redeemable.

$440,696

N/A

N/A

Liquid Limited
Partnerships

Invest directly in publicly traded securities
through a commingled vehicle. Though the
underlying securities have daily liquidity, funds
within this category may offer liquidity ranging
from daily to monthly.

None

N/A

N/A
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 4 - Investments
Investment income includes the following:

Dividends and interest
Realized gains
Management fees
Total

$

$

2013
982,219
4,730,155
(135,803)
5,576,571

$

$

2012
1,659,620
42,174
(161,424)
1,540,370

NOTE 5 - Transactions with Affiliates
The Jewish Fund and the Jewish Federation of Metropolitan Detroit (the "Federation") have entered into a
management agreement whereby the Federation provides administrative support to the Fund for an
agreed-upon fee. Such fees were $215,000 for the fiscal years ended May 31, 2013 and 2012.
Grants paid directly to the Federation were $1,036,446 and $1,123,941 and indirect grant expenses paid
to other affiliated entities were $731,046 and $341,833 for the fiscal years ended May 31, 2013 and 2012,
respectively. The Fund has grants payable to the Federation of $48,842 and $0 and to other affiliated
entities of $355,057 and $312,776 as of May 31, 2013 and 2012, respectively.

NOTE 6 - Endowment Funds
The Fund has adopted accounting standards which provide a framework for classifying net assets with
donor-restricted endowment funds held by organizations that are subject to an enacted version of the
Uniform Prudent Management of Institutional Funds Act (UPMIFA). A key component of the framework is
a requirement to classify the portion of a donor-restricted endowment fund that is not classified as
permanently restricted net assets as temporarily restricted net assets until appropriated for expenditure.
Another key component is a requirement for expanded disclosures about all endowment funds.
The Fund's endowment consists of 32 individual funds established for a variety of purposes. Its
endowment includes both donor-restricted endowment funds and funds designated by the board of
directors to function as endowments. As required by generally accepted accounting principles, net assets
associated with endowment funds, including funds designated by the Fund’s board of directors to function
as endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions.
Interpretation of Relevant Law - The Fund classified as permanently restricted net assets (a) the
original value of the gifts donated to the permanent endowment and (b) the original value of subsequent
gifts to the permanent endowment.
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THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 6 - Endowment Funds (continued)
The remaining portion of the donor-restricted endowment fund that is not classified as permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are appropriated
for expenditure by the Fund in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, the Fund considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:
1.
2.
3.
4.
5.
6.
7.

The duration and preservation of the Fund
The purposes of the Fund and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the Fund
The investment policies of the Fund

Endowment net asset composition by type of fund as of May 31, 2013:
Temporarily
Restricted

Permanently
Restricted

Total

54,090,600

$ 5,561,484
-

$ 2,227,824
-

$ 7,789,308
54,090,600

$ 54,090,600

$ 5,561,484

$ 2,227,824

$ 61,879,908

Unrestricted
Donor-restricted
Board-designated
Total funds

$

Endowment net asset composition by type of fund as of May 31, 2012:
Temporarily
Restricted

Permanently
Restricted

Total

49,527,391

$ 4,402,423
-

$ 2,227,824
-

$ 6,630,247
49,527,391

$ 49,527,391

$ 4,402,423

$ 2,227,824

$ 56,157,638

Unrestricted
Donor-restricted
Board-designated
Total funds

$

Changes in endowment net assets for the year ended May 31, 2013:

Endowment net assets,
May 31, 2012
Gain from investments
Appropriation of endowment
assets for expenditure
Endowment net assets,
May 31, 2013

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$ 49,527,391

$ 4,402,423

$ 2,227,824

$ 56,157,638

7,682,822

1,208,394

-

8,891,216

(3,119,613)

(49,333)

-

(3,168,946)

$ 54,090,600

$ 5,561,484

$ 2,227,824

$ 61,879,908

Page 13

THE JEWISH FUND
NOTES TO FINANCIAL STATEMENTS
May 31, 2013 and 2012
NOTE 6 - Endowment Funds (continued)
Changes in endowment net assets for the year ended May 31, 2012:

Endowment net assets,
May 31, 2011

Loss from investments
Other income
Appropriation of endowment
assets for expenditure
Endowment net assets,
May 31, 2012

Unrestricted

Temporarily
Restricted

Permanently
Restricted

$ 54,394,620

$ 4,771,010

$

(2,305,952)
148,000

(319,254)
-

-

(2,625,206)
148,000

(2,709,277)

(49,333)

-

(2,758,610)

$ 49,527,391

$ 4,402,423

2,227,824

$ 2,227,824

Total
$ 61,393,454

$ 59,157,638

Funds with Deficiencies - From time to time, the fair value of assets associated with individual donorrestricted endowment funds may fall below the level that the donor or UPMIFA requires the Fund to retain
as a fund of perpetual duration. There were no such deficiencies in the endowment funds as of May 31,
2013 and 2012.
Return Objectives and Risk Parameters - The Fund has adopted investment and spending policies for
endowment assets that attempt to provide a predictable stream of funding to the Fund’s programs
supported by its endowment while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that the Fund must hold in perpetuity or
for a donor-specified period(s) as well as board-designated funds. Under this policy, as approved by the
governing board, the endowment assets are invested in a manner that is intended to produce results that
exceed 5% annually while assuming a moderate level of investment risk.
Strategies Employed for Achieving Objectives - To satisfy its long-term rate-of-return objectives, the
Fund 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 Fund targets a
diversified asset allocation that places a greater emphasis on equity-based investments to achieve its
long-term return objectives within prudent risk constraints.
Spending Policy and How the Investment Objectives Relate to Spending Policy - The Fund has a
policy of appropriating for distribution each year 5% of the endowment base. The endowment base is
defined as the three-year moving average of the market value of the total endowment portfolio (calculated
as of the last day of each of the previous 12 quarters). In establishing this policy, the Fund considered
the long-term expected return on its endowment. Accordingly, over the long term, the Fund expects the
current spending policy to allow its endowment to grow at an average of approximately 2½% annually.
This is consistent with the Fund’s objective to maintain the purchasing power of the endowment assets
held in perpetuity or for a specified term as well as to provide additional real growth through investment
return.

Page 14

