WE PUT
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TO WORK

E ENDEAVOR FOR

NORTHWEST
ARKANSAS

COMBINED FINANCIAL STATEMENTS

and Additional Information with
Independent Auditors’ Report

December 31, 2010 & 2009

Endeavor Foundation formerly known as
Northwest Arkansas Community Foundation

It’s probably fair to say that when people hear the word “audit,” not much good comes to mind.
However, annual financial audits serve a very important function in the nonprofit world—they’re
your assurance that a nonprofit conducts its financial dealings in a responsible, truthful way. Donors
demand transparency and accountability now more than ever, and Endeavor understands that our
annual audit can be an important tool donors use when deciding to give.

In order to give our donors real assurance, our annual audit is conducted by an objective, outside
accounting firm: the external auditor. The auditor’s goal is to ensure that the Foundation’s financial
transactions and accounting practices for the previous year were conducted legally, ethically, and

in accordance with proper accounting rules—if so, the auditor will offer an unqualified opinion that
our financial statements are “materially correct.” In other words, the auditor’s report doesn’t tell you
whether our financial numbers look “good” or “bad”; it does, however, verify that those numbers were
reported honestly and accurately. This report includes a full breakdown of our finances, allowing
people to examine the numbers for themselves and draw their own conclusions, assured that the
information they’re reviewing is accurate and truthful.

Also, you’ll notice our 2010 Audit Statements identify us as “Northwest Arkansas Community
Foundation,” rather than “Endeavor Foundation.” Rest assured, we are one and the same. This was
our previous name, used from our founding in 1999 until the name change to Endeavor Foundation in
October 2011. Next year’s audit, as well as any other official documents created after October 2011,
will reflect that name change, identifying us as Endeavor Foundation.

Each year, Endeavor Foundation makes its audited financial statements available for your review. As
always, please contact us if you have any questions or concerns.

800 Founders Park Drive ¢ Springdale, AR 72762 « (479) 361-4624 + endeavorfoundation.net
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FROST..

- Certified Public Accountants

Independent Auditors’ Report

Board of Directors

Northwest Arkansas Community Foundation
and Care Foundation, Inc.

Springdale, Arkansas

We have audited the accompanying combined statements of financial position of the Northwest
Arkansas Community Foundation and the Care Foundation, Inc. of December 31, 2010 and 2009, and the
related combined statements of activities and cash flows for the years then ended. These combined
financial statements are the responsibility of the Community Foundation’s management. Our
responsibility is to express an opinion on these combined 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 combined financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined
financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall combined financial statement
presentation. We believe our audits provide a reasonable basis for our opinion.

In our opinion, the combined financial statements referred to above present fairly, in all material
respects, the combined financial position of the Northwest Arkansas Community Foundation and the Care
Foundation, Inc. as of December 31, 2010 and 2009, and the combined results of their activities and their
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

TROST, 2L

Certified Public Accountants

Little Rock, Arkansas
April 28, 2011

425 West Capirol Avenue, Suite 3300 | Little Rock, Arkansas 722011 501.376.9241 | frostpllc.com
1200 East Joyee Boulevard, Suite 301 | Fayerreville, Arkansas 72703 1 479.695.4300
3605 Glenwood Avenue, Suite 370 | Raleigh, North Carclina 27612 | 919.782.8410

FROST, PLLC is an independent firm associated with Moore Stephens,
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combined Statements of Financial Position

December 31,2010 and 2009

2010 2009
Assets

Current assets

Cash and cash equivalents $ 212,473 §$ 326,162

Prepaid expenses 12,848 23,354

Short-term investments 563,627 617,170
Total current assets 788,948 966,686
Restricted cash 383,886 377,599
Property and equipment, net 67,345 83,811
Beneficial interest in trust 293,000 293,000
Investments 146,797,236 131,433,208
Total assets $ 148330415 §$ 133,154,304

Liabilities and Net Assets

Current liabilities

Grants payable $ 267,206 $ 544,176

Accounts payable 3,135 4,206

Accrued expenses 11,236 53,701

Current maturities of long-term debt 9,253 8,768
Total current liabilities 290,830 610,851
Long-term debt, less current maturities 448,136 457,389
Nonprofit endowment funds 7,561,545 6,636,972
Net assets

Unrestricted 131,407,492 117,476,536

Temporarily restricted 8,339,111 7,689,255

Permanently restricted 283,301 283,301
Total net assets 140,029,904 125,449,092
Total liabilities and net assets $ 148,330,415 $ 133,154,304

The accompanying notes are an integral part of these combined financial statements.



NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combined Statements of Activities

For the Years Ended December 31, 2010 and 2009

Revenues, gains and other support
Contributions
Investment return, net

Other income

Net assets released from restrictions
Total revenues, gains and other support

Expenses

Program

Management and general
Total expenses

Changes in net assets

Net assets - beginning of year, as
restated (Note 13)

Net assets - end of year

2010
Temporarily  Permanently
Unrestricted Restricted Restricted Total

$ 2,601 % 912,608 § - $ 915,209
17,322,744 1,061,809 - 18,384,553
90,640 - - 90,640
17,415,985 1,974,417 - 19,390,402

1,324,561 (1,324,561) - -
18,740,546 649,856 - 19,390,402
3,937,616 - - 3,937,616
871,974 - - 871,974
4,809,590 - - 4,809,590
13,930,956 649,856 - 14,580,812
117,476,536 7,689,255 283,301 125,449,092
$ 131,407,492 $ 8,339,111 $ 283,301 $ 140,029,904




2009

Temporarily ~ Permanently
Unrestricted Restricted Restricted Total

$ 37,310 §$ 897,783 § 100,000 $ 1,035,093
25,805,245 1,544,582 - 27,349,827
89,174 - - 89,174
25,931,729 2,442,365 100,000 28,474,094

987,074 (987,074) - -
26,918,803 1,455,291 100,000 28,474,094
4,750,594 - - 4,750,594
887,003 - - 887,003
5,637,597 - - 5,637,597
21,281,206 1,455,291 100,000 22,836,497
96,195,330 6,233,964 183,301 102,612,595
$ 117,476,536 $ 7,689255 $ 283301 $ 125,449,092

The accompanying notes are an integral part of these combined financial statements.



NORTHWEST ARKANSAS COMMUNITY FOUNDATION

AND CARE FOUNDATION, INC.

Combined Statements of Cash Flows

For the Years Ended December 31, 2010 and 2009

Cash flows from operating activities
Changes in net assets

Adjustments to reconcile changes in net assets to net cash

used by operating activities

Depreciation

Loss on disposal of equipment

Agency endowment funds gains and deposits

Agency endowment funds distributed

Net investment return

Changes in operating assets and liabilities
Other current assets
Prepaid expenses
Accrued expenses
Accounts payable
Grants payable

Net cash used by operating activities

Cash flows from investing activities
Net change in restricted cash
Proceeds from sale of investments - distributions
Proceeds from sale of investments - rebalancing
Purchases of investments
Decrease in short-term investments

Purchases of equipment
Net cash provided by investing activities

Cash flows from financing activities
Principal payments on long-term debt
Net cash used by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

Supplementary disclosure of cash flow information

Cash paid during the year for interest

2010 2009
$ 14,580,812 $ 22.836,497
23,678 21,197

832 -
1,220,765 1,512,652
(296,192) (273,744)
(19,364,029)  (27,859,901)
; 700
10,506 1,237
(42,465) (20,967)
(1,071) (19,351)
(276,970) 262,176
(4,144,134)  (3.539.504)
(6.287) (377.599)
5,000,000 4,591,000
- 24,990,719
(1,000,000)  (25,898,280)
53,544 175,629
(8.044) (14,028)
4039213 3,467,441
(8.768) (8,308)
(8,768) (8.308)
(113,689) (80,371)
326,162 406,533
$ 212473 $ 326,162
$ 34528 $ 34,987

The accompanying notes are an integral part of these combined financial statements.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION 5
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2009

Nature of Activities and Summaryv of Significant Accounting Policies

a.

Nature of activities — Northwest Arkansas Community Foundation (the “Community
Foundation™) collaborates with donors, philanthropic partners and charitable organizations to
improve the quality of life in Northwest Arkansas by increasing and stewarding philanthropic
resources, providing leadership and making grants that address community needs. The
Community Foundation seeks to be a philanthropic leader - promoting (contributing to) a thriving
community and quality of life in Northwest Arkansas. Care Foundation, Inc. is a supporting
organization to the Community Foundation.

Basis of accounting — The combined financial statements of the Community Foundation have
been prepared on the accrual basis of accounting, in accordance with accounting principles
generally accepted in the United States of America. Revenues and gains are recognized when
earned, and expenses and losses are recognized when incurred.

Basis of presentation — The combined financial statement presentation follows the
recommendations of the Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) 958-205, “Presentation of Financial Statements.” Under ASC 958-205, the
Community Foundation is required to report information regarding its financial position and
activities according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets and permanently restricted net assets.

Net asset classification —

Net assets and revenues, expenses, gains and losses are classified based on the existence
or absence of donor-imposed restrictions.

Unrestricted net assets — Represent funds available for grants and expenses which are not
otherwise limited by donor restrictions. These funds provide the Community Foundation the
discretion and flexibility to direct funding to charitable organizations working to make a direct
impact in Northwest Arkansas communities along with the Community Foundation’s operating
expenses.

Temporarily restricted net assets — Consist of contributed funds subject to specific donor-imposed
restrictions contingent upon specific performance of a future event or a specific passage of time.
The majority of the Community Foundation’s net assets are temporarily restricted for grant
making purposes as outlined in the individual fund agreements.

Permanently restricted net assets — Are subject to irrevocable donor restrictions requiring the
assets to be maintained in perpetuity for the purpose of generating investment income to fund
current grants, scholarships and expenses. Included in permanently restricted net assets are
endowed trust assets from which the corpus may never be withdrawn.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION 6
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2009

Nature of Activities and Summary of Significant Accounting Policies (cont.)

The Foundation enters into individual agreements with donors to reflect the types of
funds to be created and the purposes for which the contributions are intended. Pursuant to the
Community Foundation’s articles of incorporation, bylaws and fund agreements between the
Foundation and donors, the Board of Directors maintains “variance power” which provides them
with authority and control over contributions received and the related income and net change in
value realized thereon.

Cash and cash equivalents — For purposes of the combined statements of cash flows, the
Community Foundation considers all highly liquid investments with an original maturity of three
months or less to be cash equivalents.

Use of estimates — The preparation of combined financial statements in conformity with
accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect certain reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the combined statements of
financial position and the reported amounts of revenues and expenses in the combined statements
of activities. Actual results could differ from those estimates.

Investments and investment return — Under ASC 958-320 “Investments — Debt and Equity
Securities,” investments in marketable securities with readily determinable fair values and all
investments in debt securities are reported at their estimated fair values in the combined
statements of financial position. Unrealized gains or losses are included in the change in net
assets in the accompanying combined statements of activities. Investment return includes
dividend, interest and other investment income; realized and unrealized gains and losses on
investments carried at fair value; and realized gains and losses on other investments net of
investment management fees.

Investment in various LLC’s — The Community Foundation’s primary investments consist of
several Rogerscasey Target Solutions, LLC’s (“RCTS”) commingled funds, with each fund being
a separate legal LLC and representing a specific investment strategy. The commingled funds are
utilized together to implement the Community Foundation’s asset allocation. Each commingled
fund is sub-advised by one or more investment management firms with all decisions related to the
hiring or termination of each sub-advisor made by Rogerscasey’s Multi-Manager Solutions
Group. The Community Foundation’s investment in each comingled fund is determined by its
share of the allocated net assets of the fund as determined by the underlying fair value of the
LLC’s related assets and liabilities. For investment securities traded in an active market, fair
values are measured on a recurring basis, obtained from an independent pricing service and based
on quoted market prices if available. If quoted market prices are not available, fair values are
based on quoted market prices of comparable securities, broker quotes or comprehensive interest
rate tables and pricing matrices. For investment securities traded in a market that is not active,
fair value i1s determined using unobservable inputs or value drivers and is generally determined
using expected cash flows and appropriate risk-adjusted discount rates. Expected cash flows are
based primarily on the contractual cash flows of the instrument, and the risk-adjusted discount
rate is typically the contractual coupon rate of the instrument on the measurement date, adjusted
for changes in interest rate spreads of the yields on comparable corporate or municipal bonds and
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION 7
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31,2010 and 2009

Nature of Activities and Summary of Significant Accounting Policies (cont.)

the yields on U.S. Treasuries between the date of purchase and the measurement date. The LLC’s
themselves are not readily tradable however the holdings within these funds are publicly traded
and valued fixed income and equity securities that are readily tradable. The investment in the
various LLC’s is considered by management as a Level 2 investment as the underlying market
value of the assets of each fund is determined from observable inputs as described above, and
each fund maintains at least monthly liquidity.

Allocation of investment income — The Community Foundation has adopted policies for the
allocation of investment income and administrative expenses to various funds. Generally, assets
of funds that are not in separate bank or broker accounts are pooled for investment purposes.
Investment income earned by these pooled assets is allocated to each fund participating in the
pool based on the average daily balance outstanding.

Restricted cash — Restricted cash represents contributions that have been designated by the
donors for specific purposes.

Property and equipment — Property and equipment is stated at cost or fair market value of
donated assets. Depreciation of property and equipment is computed on the straight-line method
over the estimated useful lives of the assets, which range from 3 to 39 years. Acquisitions of
property and equipment in excess of $1,000 and a useful life over one year are capitalized.

Contributions — Gifts of cash and other assets received without donor stipulations are reported as
unrestricted revenue and net assets. Gifts received with a donor stipulation that limits their use
are reported as temporarily or permanently restricted revenue and net assets. When a donor
stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the combined statements of
activities as net assets released from restrictions. Gifts having donor stipulations which are
satisfied in the period the gift is received are reported as unrestricted revenue and net assets.

Gifts of land, buildings, equipment and other long-lived assets are reported as
unrestricted revenue and net assets unless explicit donor stipulations specify how such assets
must be used, in which case the gifts are reported as temporarily or permanently restricted
revenue and net assets. Absent explicit donor stipulations for the time long-lived assets must be
held, expirations of restrictions resulting in reclassification of temporarily restricted net assets as
unrestricted net assets are reported when the long-lived assets are placed in service.

. Grant expenses — Grant expenses are recorded when approved by the board. In some instances,

grants are approved contingent upon activities to be performed by the grantee. Conditional grants
are recognized as expense when the conditional requirements have been met.

Advertising — The Community Foundation expenses all advertising costs as incurred. Total
advertising costs were $1,776 and $28,564 for the vears ended December 31, 2010 and 2009,
respectively.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION 8
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2609

Nature of Activities and Summary of Significant Accounting Policies (cont.)

0.

Functional expenses — Expenses are charged to programs based on direct expenditures incurred.
Any expenditure not directly chargeable is allocated to programs based on management estimate.

Income taxes — The Northwest Arkansas Community Foundation and the Care Foundation, Inc.
have been recognized as tax exempt pursuant to Section 501(c)(3) of the Internal Revenue Code
and a similar code section under Arkansas Statutes. Accordingly, no provision for federal or state
income taxes has been made.

Nonprofit endowment funds — Accounting standards address transactions for which the
Community Foundation accepts a contribution from a donor and agrees to transfer those assets,
the net return on investment of those assets, or both, to a not-for-profit organization that is
specified by the donor. Specifically, if a not-for-profit organization establishes a fund at a
community foundation with its own assets and specifies itself as the beneficiary of that fund, the
Community Foundation must account for the transfer of such assets as a liability. These funds
are referred to as nonprofit endowment funds and are reported as a separate line item in the
accompanying combined statements of financial position. The Community Foundation maintains
variance power, as described previously, and legal ownership of nonprofit endowments, and as
such continues to report these endowed funds as assets of the Community Foundation. However,
pursuant to ASC 958-605, “Revenue Recognition,” a liability has been established for the fair
value of the funds, which is generally equivalent to the present value of future payments expected
to be made to the not-for-profit organizations. Financial activity related to these funds for the
years ended December 31, 2010 and 2009 are excluded from the Community Foundation’s
combined statements of activities.

Impairment of long-lived assets — The Community Foundation reviews the carrying value of
long-lived assets for impairment whenever certain triggering events or changes in circumstances
indicate that the carrying amounts of any asset may not be recoverable. Recoverability of assets
to be held and used is measured by a comparison of the carrying amount of an asset to future net
cash flows expected to be generated by the asset. If such assets are considered to be impaired, the
impairment to be recognized is measured by the excess of the carrying amount of the fair value of
the assets. Based on management’s assessment, there were no triggering events for the years
ended December 31, 2010 or 2009.



NORTHWEST ARKANSAS COMMUNITY FOUNDATION 9
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2009

Financial Instruments With Risk of Accounting Loss

Deposits in financial institutions are financial instruments that could potentially subject the
Community Foundation to a risk of accounting loss to the extent of the uninsured/uncollateralized
portion of those deposits. All deposits of the Community Foundation are in financial institutions and
are carried at cost. As of December 31, 2010, the amounts of deposits are displayed on the combined
statements of financial position as “cash and cash equivalents,” “restricted cash” and “short-term
investments.”

Carrying Bank

Amount Balance
Insured ("FDIC™) $ 1,137,099 $ 1,184,805
Uninsured/uncollateralized 18,500 18,500

Total $ 1,155599 § 1,203,305
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION 12
AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2009

Investments and Investment Return {(cont.)

Investment return consists of the following:

2010 2009
Investment income $ 2,601,428 $ 2,030,301
Net realized gains (losses) 2,445,629 (1,781,501)
Net unrealized gains on investments reported at
fair value 13,964,192 27,647,483
Management fees (626,696) (546,456)

$ 18,384,553 § 27,349,827

The assets of the Community Foundation have a long investment time horizon. The primary
investment objective of the portfolio is to grow the corpus in excess of inflation and to meet the
current and future obligations to the community as dictated by the Community Foundation’s Board of
Directors spending objectives. This objective is to be achieved through the establishment of an
optimal portfolio structure and through the retention of quality investment managers capable of
meeting the specific performance goals.

Members generally will have the right to withdraw any portion of their units as of the last
business day of any calendar month by providing written notification no later than 30 calendar days
prior to the withdrawal date. The managing member may delay or prevent the withdrawal if it
believes that extraordinary circumstances exist, including, but not limited to; 1) a sub-advisor’s
inability to liquidate a portfolio’s assets as of the withdrawal date; or 2) there is a default or delay in
payment due the portfolio from brokers, banks or funds in which it is invested; or 3) the managing
member decides not to liquidate such assets on a disadvantageous basis; or 4) other circumstances
permitted by the agreement.

The managing member may, by prior written notice to a member, terminate the interest of
any member in the LLC in its entirety, effective on any date designated by the management member
(which generally shall not be less than five (5) days after delivery of the written notice). The
managing member, in its sole discretion, may waive such notice period if the managing member
believes the member’s interest in the LLC will subject the LLC to unfavorable treatment under the
federal or state tax or securities laws. A member whose interest has been terminated generally will
receive withdrawal proceeds within five (5) calendar days from the withdrawal date.

To the extent required by the Delaware Act and applicable law, a member may be required to
return a portion or all of a distribution made by an investment. Under the Delaware Act, a member
who has knowingly received a distribution from the LL.C will be liable for three years following such
distribution to the LLC to the extent (but only to the extent of such distribution), at the time of such
distribution, after giving effect thereto, that the liability of the LLC exceeded the fair value of the
assets of the LLC. In addition, to the extent permitted under the Delaware Act, the managing member
may require a member (including any former member) to return distributions made to such member
(or former member) for the purpose of correcting any accounting or allocation errors or satisfying
such member’s share of expenses or indemnification on obligations in an amount up to, but in no
event in excess of, such member’s capital contribution to the LLC.
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Notes to Combined Financial Statements

December 31, 2010 and 2009

Property and Equipment

Property and equipment consist of the following:

2010 2009
Land ) L1t $ 1,111
Buildings and improvements 88,713 88,713
Equipment 181,856 186,507
271,680 276,331
Less accumulated depreciation 204,335 192,520
Net property and equipment $ 67345 § 83,811

Beneficial Interest in Trust

The Community Foundation is the beneficiary of a trust administered by outside parties. The
trust is comprised of residential lots. Under the trust’s terms, the beneficiary is entitled to annual
distributions over the beneficiary’s lifetime equal to the lesser of the trust income or 5% of the trust’s
fair market value. Upon the death of the beneficiary, the trustee is to distribute all of the principal and
income of the trust to the Community Foundation. The asset is recorded at its approximate present
value based upon the American Council on Gift Annuity Table for Charitable Gift Annuity Rates and
the current Internal Revenue Service discount rates.

Transactions in Nonprofit Endowment Funds

Transactions in nonprofit endowment funds consist of the following:

2010 2009

Additions

Contributions $ 183,927 $ 42,322

Other income - 82

Investment income 147,515 107,394

Net realized and unrealized gains 873,519 1,403,730
Total additions 1,204,961 1,553,528
Deductions

Distributions 246,610 285,302

Investment expenses and other distributions 33,778 29,318

Total deductions 280,388 314,620
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Transactions in Nonprofit Endowment Funds (cont.)

AND CARE FOUNDATION, INC.
Notes to Combined Financial Statements

December 31, 2010 and 2009

Net changes in nonprofit endowment funds
Balance in nonprofit endowment funds -

beginning of year

Balance in nonprofit endowment funds - end of year

Line of Credit

2010 2009

924,573 § 1,238,908

6,636,972 5,398,064

7,561,545 § 6,636,972

The Care Foundation, Inc. has a $1,000,000 unsecured line of credit with a bank with a

variable interest rate currently at 4.5%.

The line of credit matures in June 2011. The Care

Foundation, Inc. had no outstanding balance on this line of credit at December 31, 2010 or 2009.

Long-Term Debt

Long-term debt consists of the following:

Note payable to a trust, interest payable monthly
at rates ranging from 7.20% to 7.60%, principal
due April 2014, secured by certain investments.

Note payable to a trust, monthly payments of $853,
including fixed interest at 5.4%, final payment
due April 2013, secured by certain investments.

Less current maturities

Long-term debt, less current maturities

Annual aggregate maturities of long-term debt are as follows:

2011
2012
2013
2014

b
<
e
<
[y
<
<
O

435,000 $ 435,000

22,389 31,157
457,389 466,157
(9.253) (8,768)

448,136  $ 457,389

9,253
9,765
3,371

435,000

457,389
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AND CARE FOUNDATION, INC.

Notes to Combined Financial Statements

December 31, 2010 and 2009

Long-Term Debt (cont.)
Interest expense was $34,528 and $34.987 for the years ended December 31, 2010 and 2009,

respectively.
Net Assets

a. Temporarily restricted net assets — Temporarily restricted net assets were available for the
following purposes:

2010 2009
Scholarships $ 1499310 $ 1,562,104
Grants 6,546,801 5,834,151
Beneficial interest in trust 293,000 293,000

$§ 8,339,111 $ 7,689,255

b. Net assets released from restrictions — Net assets were released from donor restrictions by
incurring expenses satisfying the restricted purposes totaling $1,324,561 and $987,074 for the
years ended December 31, 2010 and 2009, respectively.

¢. Permanently restricted net assets — Permanently restricted net assets were restricted to the

following:
2010 2009
Investment in perpetuity, the income of which is
expendable to support scholarships $ 283301 $ 283,301

Retirement Plan

The Community Foundation maintains a 401(k) Plan covering all full time employees.
Employees may contribute to the plan an amount ranging from 0% - 100% of their compensation up
to the maximum amount allowed by law. The Community Foundation matches 200% of employee
contributions up to a maximum of 5% for full time employees who are at least 21 years of age
beginning the January or July following completion of a year of service. The Community Foundation
contributions charged to expense was $27,440 and $18,592 for the years ended December 31, 2010
and 2009, respectively.
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Notes to Combined Financial Statements

December 31, 2010 and 2009

Endowments

The Community Foundation’s endowments consist of donor-restricted endowment funds, as
well as funds designated by the Board of Directors to function as endowments. As required by U.S.
generally accepted accounting principles, net assets associated with endowment funds, including
funds designated by the Board of Directors to function as endowments, are classified and reported
based on the existence or absence of donor-imposed restrictions.

The Board of Directors of the Community Foundation has interpreted the State Prudent
Management of Institutional Funds Act (“SPMIFA?”) 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 this interpretation, the Community Foundation classifies as
permanently restricted net assets (a) the original value of gifts donated to the permanent endowment,
(b) the original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument
at the time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classitied as temporarily
restricted net assets until those amounts are appropriated for expenditure by the Community
Foundation in a manner consistent with the standard of prudence prescribed by SPMIFA.

In accordance with SPMIFA, the Community Foundation considers the following factors in
making a determination to appropriate or accumulate donor-restricted endowment funds:

(1)  The duration and preservation of the fund

(2)  The purposes of the Community Foundation and the donor-restricted endowment fund
(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 Community Foundation

(7) The investment policies of the Community Foundation



1.

NORTHWEST ARKANSAS COMMUNITY FOUNDATION 17
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Notes to Combined Financial Statements

December 31, 2010 and 2009

Endowments (cont.)

Endowment net asset and activity is as follows:

Temporarily  Permanently

Unrestricted Restricted Restricted Total
Additions

Endowment net assets at

December 31, 2008 $ (28,836) § 5,752,209 $ 183,301 § 5,906,674
Contributions - 566,882 100,000 666,882
Distributions - (608,610) - (608.610)
Investment income, net 18,176 1,542,544 - 1,560,720
Endowment net assets at

December 31, 2009 (10,660) 7,253,025 283,301 7,525,666
Contributions - 439,818 - 439,818
Distributions - (823.,354) - (823.,354)
Investment income’ net 10,660 1,01 1,901 - 1,022,561
Endowment net assets at

December 31, 2010 $ - $ 7,881,390 $ 283,301 $ 8,164,691

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or SPMIFA requires the Community
Foundation to retain as a fund of perpetual duration. In accordance with generally accepted
accounting principles, deficiencies of this nature that are reported in unrestricted net assets were
$10.,660 as of December 31, 2009. These deficiencies resulted from unfavorable market fluctuations
that occurred during the previous year. There were no deficiencies reported as of December 31, 2010.

Return Objectives and Risk Parameters

The Community Foundation has adopted investment and spending policies for endowment
assets that attempt to provide a predictable stream of funding to 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 Community Foundation must hold in
perpetuity or for a donor-specified period(s), as well as board-designated funds. Under this policy,
the endowment assets are invested in a manner that is intended to produce results that exceed the
price and yield results certificates of deposit while assuming a moderate level of investment risk. The
Community Foundation expects its endowment funds, over time, to provide an average rate of return
of approximately 7.3% to 8.8% annually. Actual returns in any given year may vary from this
amount.
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Notes to Combined Financial Statements

December 31, 2010 and 2009

Endowments (cont.)
Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, the Community 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 Community Foundation 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 as managed by RCTS.

Spending Policy and How the Investment Objectives Relate to Spending Policy

Annually, the Community Foundation’s Board of Directors establishes a charitable
disbursement rate which is based on careful consideration of the factors listed in the Uniform Prudent
Management of Institutional Funds Act (“UPMIFA”) enacted by Arkansas in 2009, which includes
preservation of the fund, general economic conditions, inflation or deflation, and the expected total
return from income and appreciation of investments. The amount available for distribution in the
current year is calculated by multiplying the approved charitable disbursement rate by the trailing
average of the fair value of the fund for the 12 quarters ending on June 30th of the preceding year.
Except in extraordinary circumstances, no distributions, other than administrative fees, shall be made
out of any fund which has a balance below the original gift value as of the spending policy
determination date (June 30th of preceding year). Accordingly, over the long term, the Community
Foundation expects the spending policy to allow its endowment to grow at a moderate rate. This is
consistent with the Community Foundation’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 new gifts and investment return.

Fair Value Measurements

Financial assets and liabilities recorded on the combined statements of financial position are
categorized based on the inputs to the valuation techniques as follows:

e Level 1 - Quoted prices in active markets for identical assets or liabilities. Level 1 assets
and liabilities include debt and equity securities and derivative contracts that are traded in
an active exchange market.

e Level 2 — Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the full
term of the assets or liabilities. Level 2 assets and liabilities include debt securities with
quoted prices that are traded less frequently than exchange-traded instruments and
derivative contracts whose value is determined using a pricing model with inputs that are
observable in the market or can be derived principally from or corroborated by
observable market data. This category generally includes certain corporate debt
securities and derivative contracts.
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12. Fair Value Measurements (cont.)

December 31,2010 and 2009

19

e Level 3 — Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the assets or liabilities. Level 3 assets and liabilities
include financial instruments whose value is determined using pricing models, discounted
cash flow methodologies, or similar techniques, as well as instruments for which the
determination of fair value requires significant management judgment or estimation.
This category generally includes long-term derivative contracts and real estate.

In accordance with ASC 820, “Fair Value Measurements and Disclosures”, the following are
the major categories of assets and liabilities measured at fair value on a recurring basis using quoted
prices in active markets for identical assets (Level 1); significant other observable inputs (Level 2);
and significant unobservable inputs (Level 3).

Description

December 31, 2010
Assets
Investments
Short-term investments

Beneficial interest in trust

Liabilities
Nonprofit endowment funds

December 31, 2009
Assets
Investments
Short-term investments

Beneficial interest in trust

Liabilities
Nonprofit endowment funds

Level 1 Level 2 Level 3 Total
4,388 137,488,780 9,308,456 146,801,624
559,239 - - 559,239
- - 293,000 293,000
563,627 137,488,780 9,601,456 147,653,863
- 7,561,545 - 7,561,545
58,118 123,558,762 7,874,446 131,491,326
559,052 - - 559,052
- - 293,000 293,000
617,170 123,558,762 8,167,446 132,343,378
- 6,636,972 - 6,636,972
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December 31,2010 and 2009

12. FEair Value Measurements (cont.)

Estimated fair value measurements using significant unobservable inputs (Level 3) are as

follows:
Beneficial
Interest
Investments in Trust
Balance - December 31, 2008 $ 7,137,150 §$ 293,000
Total gains (realized and unrealized)
reported as investment return in the combined
statements of activities 737,296 -
Balance - December 31, 2009 7,874,446 293,000
Total gains (realized and unrealized)
reported as investment return in the combined
statements of activities 434,010 -
Purchases, sales, issuances and settlements (net) 1,000,000 -
Balance - December 31, 2010 $ 9308456 $ 293,000

The following carrying amount and estimated fair value of the Community Foundation’s
financial instruments are as follows:

2010 2009

Carrying Carrying
Amount Fair Value Amount Fair Value

Financial assets
Cash and restricted cash $ 596,359 % 596,359 $ 703,761 §$ 703,761
Investments 147,653,863 147,653,863 132,343,378 132,343,378

Financial liabilities
Long-term debt $ 457389 $ 457389 §$ 466,157 % 466,157
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December 31, 2010 and 2009

12. Fair Value Measurements (cont.)

The following methods and assumptions were used by the Community Foundation in
estimating the fair value of its financial instruments:

1. Cash and restricted cash — The carrying amount reported on the combined statements of
financial position for cash approximates its fair value.

2. Investments — The Community Foundation’s investment consist of different types of investments
with different underlying methodology applied to determine fair value as follows:

a. Investment in various LLC’s — The Community Foundation’s primary investment consists
of various LLC investments whereby the Community Foundation is a member in various
series of RCTS, with each series being a separate legal LLC. The investment in the various
LLC’s is considered by management as a Level 2 investment as the underlying market value
of the assets of each fund is determined from observable inputs as described above, and each
fund maintains at least monthly liquidity.

b. Money market funds and certificates of deposit — The Community Foundation’s money
market accounts and certificates of deposits are valued at their carrying value due to the
short-term nature of the underlying assets.

c. Alternative investments — The Community Foundation has two alternative foreign
investments which consist of an investment in Arden Alternative Advisers SPC USD Series
A Tanche 1 and Mesirow Absolute Return Fund Ltd D — Class S. The fair value of these
alternative investments is determined by independent third parties that manage these funds
using various techniques that consist of unobservable inputs or value drivers and is generally
determined using expected cash flows and appropriate risk-adjusted discount rates.

3. Long-term debt — Carrying amounts of notes approximates fair value.

13. Correction of Error

Net assets for the Community Foundation as of January 1, 2009 have been restated to correct
reporting of designated funds. The correction increased the investment return and changes in net
assets for 2009 by $127,758.
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December 31, 2010 and 2009

Correction of Error (cont.)

The following restatement was made to net assets as of January 1, 2009:

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
Net assets - beginning of
year, as previously reported $ 17,293 § 5,710,699 $ 183,301 $ 5,911,293
Reclass as designated funds - 523,265 - 523,265
Net assets - beginning of
year, as restated $ 17293 § 6233964 § 183,301 § 6,434,558

Subsequent Events Evaluation Date

The Community Foundation evaluated the events and transactions subsequent to its
December 31, 2010 combined statements of financial position date and determined there were no
significant events to report through April 28, 2011, which is the date the Community Foundation
issued its combined financial statements.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combining Statements of Financial Position

Assets

Current assets
Cash and cash equivalents
Prepaid expenses
Short-term investments
Total current assets
Restricted cash
Property and equipment, net
Beneficial interest in trust

Investments

Total assets

Liabilities and Net Assets

Current liabilities

Grants payable

Accounts payable

Accrued expenses

Current maturities of long-term debt
Total current liabilities

Long-term debt, less current maturities
Agency endowment funds

Net assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

December 31, 2010 and 2009

2010
Northwest
Arkansas Care
Community Foundation,
Foundation Inc. Eliminations Combined
$ 134,788 §$ 77,685 § - $ 212,473
6,618 6,230 - 12,848
358 563,269 - 563,627
141,764 647,184 - 788,948
383,886 - - 383,886
1,110 66,235 - 67,345
293,000 - - 293,000
15,611,999 131,185,237 - 146,797,236
$ 16,431,759 § 131,898,656 $ - $ 148,330,415
$ 17,206 §$ 250,000 $ - $ 267,206
443 2,692 - 3,135
- 11,236 - 11,236
- 9,253 - 9,253
17,649 273,181 - 290,830
- 448,136 - 448,136
7,561,545 - - 7,561,545
230,153 131,177,339 - 131,407,492
8,339,111 - - 8,339,111
283,301 - - 283,301
8,852,565 131,177,339 - 140,029,904
$ 16,431,759 $ 131,898656 3 - $ 148,330,415




2009
Northwest
Arkansas Care
Community Foundation,
Foundation Inc. Eliminations Combined
$ 63,489 $ 262673 % 326,162
1,190 22,164 23,354
- 617,170 617,170
64,679 902,007 966,686
377,599 - 377,599
1,110 82,701 83,811
293,000 - 293,000
14,096,905 131,433,208 (14,096,905) 131,433,208
$ 14,833,293 § 132417916 $ (14,096905) $§ 133,154,304
$ 69,926 $ 474250 % 544,176
402 3,804 4,206
20,778 32,923 53,701
- 8,768 8,768
91,106 519,745 610,851
- 457,389 457,389
6,636,972 14,096,905 (14,096,905) 6,636,972
132,659 117,343,877 117,476,536
7,689,255 - 7,689,255
283,301 - 283,301
8,105,215 117,343,877 125,449,092

$ 14,833,293

$ 132,417916 $§ (14,096,905) § 133,154,304

See independent auditors’ report on additional information.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combining Statement of Activities

For the Year Ended December 31, 2010

Revenues, gains and other support
Contributions
Investment return, net

Support from the Care Foundation, Inc.

Other income

Net assets released from restrictions
Total revenues, gains and other support

Expenses

Program

Management and general
Total expenses

Changes in net assets

Net assets - beginning of year

Net assets - end of year

Northwest Arkansas Community Foundation

Temporarily  Permanently

Unrestricted Restricted Restricted Total
$ 2,601 $ 912,608 $ - $ 915,209
17,651 1,061,809 - 1,079,460
225,195 - - 225,195
45,315 - - 45315
290,762 1,974,417 - 2,265,179

1,324,561 (1,324,561) - -
1,615,323 649,856 - 2,265,179
1,227,870 - - 1,227,870
289,959 - - 289,959
1,517,829 - - 1,517,829
97,494 649,856 - 747,350
132,659 7,689,255 283,301 8,105,215
$ 230,153 $ 8,339,111 $ 283,301 $ 8,852,565




Care Foundation, Inc.

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total Eliminations Combined
$ - $ - $ - $ - $ - 3 915,209
17,305,093 - - 17,305,093 - 18,384,553

- - - - (225,195) -
45,325 - - 45,325 - 90,640
17,350,418 - - 17,350,418 (225,195) 19,390,402
17,350,418 - - 17,350,418 (225,195) 19,390,402
2,934,941 - - 2,934,941 (225,195) 3,937,616
582,015 - - 582,015 - 871,974
3,516,956 - - 3,516,956 (225,195) 4,809,590
13,833,462 - - 13,833,462 - 14,580,812
117,343,877 - - 117,343,877 - 125,449,092
$ 131,177.339 §$ - $ - $ 131,177339 § - $ 140,029,904

See independent auditors’ report on additional information.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combining Statement of Activities

For the Year Ended December 31, 2009

Revenues, gains and other support
Contributions
Investment return, net

Support from the Care Foundation, Inc.

Other income

Net assets released from restrictions
Total revenues, gains and other support

Expenses

Program

Management and general
Total expenses

Changes in net assets

Net assets - beginning of year, as
restated (Note 13)

Net assets - end of year

Northwest Arkansas Community Foundation

Temporarily =~ Permanently

Unrestricted Restricted Restricted Total
$ 37310 $ 897,783 $ 100,000 $ 1,035,093
69,360 1,544,582 - 1,613,942
240,633 - - 240,633
46,128 - - 46,128
393,431 2,442,365 100,000 2,935,796

987,074 (987,074) - -
1,380,505 1,455,291 100,000 2,935,796
1,024,506 - - 1,024,506
240,633 - - 240,633
1,265,139 - - 1,265,139
115,366 1,455,291 100,000 1,670,657
17,293 6,233,964 183,301 6,434,558
$ 132,659 $ 7,689,255 $ 283,301 $ 8,105,215




Care Foundation, Inc.

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total Eliminations Combined
- $ - $ - - - $ 1,035,093
25,735,885 - - 25,735,885 - 27,349,827

- - - - (240,633) -
43,046 - - 43,046 - 89,174
25,778,931 - - 25,778,931 (240,633) 28,474,094
25,778,931 - - 25,778,931 (240,633) 28,474,094
3,966,721 - - 3,966,721 (240,633) 4,750,594
646,370 - - 646,370 - 887,003
4,613,091 - - 4,613,091 (240,633) 5,637,597
21,165,840 - - 21,165,840 - 22,836,497
96,178,037 - - 96,178,037 - 102,612,595
$ 117,343,877 $ - $ - $ 117,343,877 - $ 125,449,092

See independent auditors’ report on additional information.
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NORTHWEST ARKANSAS COMMUNITY FOUNDATION
AND CARE FOUNDATION, INC.

Combining Statements of Cash Flows

For the Years Ended December 31, 2010 and 2009

2010
Northwest
Arkansas Care
Community Foundation,
Foundation Inc, Eliminations Combined

Cash flows from operating activities

Changes in net assets $ 747,350 $ 13,833,462 §$ - $ 14,580,812
Adjustments to reconcile changes in net assets
to net cash provided (used) by operating activities
Depreciation - 23,678 - 23,678
Loss on disposal of equipment - 832 - 832
Agency endowment funds gains and deposits 1,220,765 - - 1,220,765
Agency endowment funds distributed (296,192) - - (296,192)
Net investment return (1,515,095)  (17,848,934) - (19,364,029)
Changes in operating assets and liabilities
Receivables - - - -
Prepaid expenses (5,428) 15,934 - 10,506
Accrued expenses (20,778) (21,687) - (42,465)
Accounts payable 41 (1,112) - (1,071)
Grants payable (52,720) (224,250) - (276,970)
Net cash provided (used) by operating activities 77,943 (4,222,077) - (4,144,134)
Cash flows from investing activities
Net change in restricted cash (6,287) - - (6,287)
Proceeds from sale of investments - distributions - 5,000,000 - 5,000,000
Proceeds from sale of investments - rebalancing - - - -
Purchases of investments - {1,000,000) - (1,000,000)
Decrease in escrow accounts (357 53,901 - 53,544
Purchases of equipment - (8,044) - (8,044)
Net cash provided (used) by investing activities (6,644) 4,045,857 - 4,039,213
Cash flows from financing activities
Principal payments on long-term debt - (8,768) - (8,768)
Net cash used by financing activities - (8,768) - (8,768)
Net increase (decrease) in cash and cash equivalents 71,299 (184,988) - (113,689)
Cash and cash equivalents - beginning of year 63,489 262,673 - 326,162
Cash and cash equivalents - end of year $ 134,788 §$ 77,685 $ - $ 212473
Supplementary disclosure of cash flow information
Cash paid during the year for interest $ - $ 34528 % - $ 34,528



2009

Northwest
Arkansas
Community
Foundation

$ 1,670,657 $ 21,165,840 §

1,512,652
(273,744)
(3,194,077)

Care

Foundation,

Inc.

21,197

(24,665,824)

Eliminations

$

Combined

22,836,497

21,197
1,512,652

(273,744)

(27,859,901)

700 - 700
3,995 (2,758) 1,237
(23,186) 2,219 (20,967)
(16,385) (2,966) (19,351)
1,426 260,750 262,176
(317,962)  (3.221,542) (3,539,504)
(377,599) - (377,599)
646,673 3,944,327 4,591,000
2,671,883 22,318,836 24,990,719
(2,671,883)  (23,226,397) (25,898,280)
- 175,629 175,629
(1,110) (12,918) (14,028)
267,964 3,199.477 3,467,441
- (8.308) (8,308)
- (8,308) (8,308)
(49,998) (30,373) (80,371)
113,487 293,046 406,533
$ 63489 $ 262,673 $ 326,162
$ - $ 34,987 $ 34,987

See independent auditors’ report on additional information.
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