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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
University of Alaska Foundation 
Fairbanks, Alaska 
 
 
We have audited the accompanying consolidated financial statements of the University of Alaska 
Foundation and the University of Alaska Foundation Consolidated Endowment Fund, LP (the 
Foundation), which comprise the consolidated statements of financial position as of June 30, 2021 and 
2020, and the related consolidated statements of activi



Board of Directors 
University of Alaska Foundation 

(2) 

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, based on our audit and the report of the other auditors, the consolidated financial 
statements referred to above present fairly, in all material respects, the financial position of the 
Foundation as of June 30, 2021 and 2020, and the changes in their net assets, and their cash flows for 
the years then ended in accordance with accounting principles generally accepted in the United States 
of America. 
 
 
 

 
CliftonLarsonAllen LLP 

Minneapolis, Minnesota 
October 7, 2021 
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See accompanying Notes to Consolidated Financial Statements. 
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See accompanying Notes to Consolidated Financial Statements. 
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2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets 85,718,799$    7,710,531$      
Adjustments to Reconcile Change in Net Assets to 
  Net Cash Provided (Used) by Operating Activities:

Contributions of Operating Noncash Assets (171,726)          (147,752)          
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

The University of Alaska Foundation (the Foundation) was established May 30, 1974, to 
solicit donations and to hold and manage such assets for the exclusive benefit of the 
University of Alaska (the University). The Foundation is a tax-exempt organization under 
Section 501(c)(3) of the Internal Revenue Code (IRC) organized in accordance with the laws 
of the state of Alaska and governed by a volunteer board of directors. 
 
Although the University is the exclusive beneficiary of the Foundation, the Foundation is 
independent of the University. The net assets of the Foundation are the exclusive property 
of the Foundation. The board of directors of the Foundation is entitled to make all decisions 
regarding the business and affairs of the Foundation, including, without limitation, 
distributions made to the University. 
 
The consolidated financial statements include the accounts of the Foundation and an 
affiliated entity, the University of Alaska Foundation Consolidated Endowment Fund, LP. 
The affiliated entity is included in these consolidated financial statements because the 
Foundation has an economic interest in the organization and, although the Foundation is the 
limited partner, it has authority to remove the general partner. All inter-entity transactions 
and balances have been eliminated. 
 
Basis of Presentation 

These consolidated financial statements are prepared on the accrual basis of accounting as 
prompf
Bn3e con
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Use of Estimates (Continued) 

The most significant accounting estimates applied in the preparation of the accompanying 
consolidated financial statements include those in the areas of contributions receivable 
discounts and allowances, fair value of investments, and obligations to beneficiaries of split 
interest agreements. Management periodically evaluates estimates used in the preparation 
of consolidated financial statements for continued reasonableness. Appropriate 
adjustments, if any, to the estimates are made prospectively based on such periodic 
evaluations. 
 
Other Receivables 

Other receivables include an installment contract receivable, a receivable from the 
University of Alaska, and receivables from underlying investments. 
 
An installment contract receivable of $11,831 and $30,418 at June 30, 2021 and 2020, 
respectively, resulted from the sale of capital stock in a closely held corporation. The 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Investments (Continued) 

Futures contracts are generally valued at the settlement price established at the close of 
each business day by the board of trade or exchange on which they are traded. The value of 
each futures contract is marked to market daily and an appropriate payable or receivable for 
the change in value (variation margin) is recorded. The payable or receivable is settled the 
following business day. Gains or losses are recognized but not accounted for as realized 
until the contracts expire or are closed. 
 
The net realized and unrealized appreciation (depreciation) in fair value of investments is 
reflected in the consolidated statement of activities. Income and net gains on investments of 
endowment and similar funds are generally reported as increases in net assets with donor 
restrictions if the terms of the gift impose restrictions on the use of the income; or as 
increases in net assets without donor restrictions in all other cases. Losses on the 
investments of a donor-restricted endowment fund reduce net assets with donor restrictions 
to the extent that donor-imposed temporary restrictions on net appreciation of the fund have 
not been met before the loss occurs. Any remaining losses are classified as underwater 
endowment losses and reduce net assets with donor restrictions. Subsequent gains that 
restore the fair value of the assets of the endowment fund to the required level are classified 
as increases in net assets with donor restrictions. 
 
Pooled Endowment Funds 

Effective July 1, 1997, management of the University’s Land Grant Endowment Trust Fund 
was transferred from the State of Alaska Department of Revenue to the University Board of 
Regents. The Foundation and the University Board of Regents agreed to consolidate the 
Foundation’s pooled endowment funds and the University’s land grant endowments into a 
Consolidated Endowment Fund (Fund) for investment purposes. The Fund uses a unitized 
system to account for each participant’s interest. Contributions to and withdrawals from the 
Fund result in an increase or decrease in the number of units owned and are based on the 
unit value at the beginning of the month in which the contribution or withdrawal is made. 
Investment income, fees, and realized and unrealized gains and losses are distributed 
monthly to participating funds on a per unit basis. Investment income net of fees increases 
the number of units outstanding, while realized and unrealized gains and losses affect the 
per unit value. 
 
The Foundation entered into a partnership agreement with Cambridge Associates 
Resources, LLC to form the University of Alaska Foundation Consolidated Endowment 
Fund, L.P. (the Partnership) and assume management of the fund effective July 1, 2013. 
The Partnership is a single investor fund with Cambridge Associates Resources, LLC 
serving as general partner, and the Foundation, with more than 99.99% ownership, serving 
as the sole limited partner. The investment manager of the Partnership is Cambridge 
Associates, LLC. This relationship does not affect the ownership of units in the Consolidated 
Endowment Fund by the University or the Foundation. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Remainder Trusts Receivable 

A charitable remainder trust administered by a third party is an arrangement in which a 
donor establishes and funds a trust in which the assets are invested and administered by a 
third-party trustee and distributions are made to the income beneficiaries during the term of 
the agreement. Upon death of the donor the assets, or a portion of the assets remaining in 
the trust, are distributed to a nonprofit entity. The Foundation, as remainder beneficiary, 
records its interest in these irrevocable trusts, upon discovery of their existence, at fair value 
as determined using the present value of the estimated future cash receipts to be received 
from the trust, discounted at rates between 4% and 6.42% which reflect the expected rate of 
return as adjusted for various risk factors. Initial recognition and subsequent adjustments to 
the assets’ carrying value are recognized as contribution revenue and actuarial adjustment 
of the remainder trust obligations, respectively, and are classified as net assets with donor 
restrictions or net assets without donor restrictions, depending on donor-imposed purpose 
and time restrictions, if any. 
 
Other Assets 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Assets Held in Trust for University of Alaska 
The liability represents the University’s participation in the Consolidated Endowment Fund. 
The related assets are available for distribution to the University upon 60 days written 
notice, subject to availability of liquid resources of the fund and considerations of the 
potential adverse impacts on other endowments participating in the fund. 
 
Administrative Assessments 
The Foundation charges assessments to cover administrative and fundraising expenses as 
follows: 
 

Gifts �� All endowment cash gifts are assessed 1% and nonendowed gifts are assessed 
5% of the gift value at the time of the gift. Noncash gifts are assessed at the time of 
conversion to cash by the Foundation, based on the proceeds received. 
 

Endowments �� 1% is assessed by the Foundation each fiscal year based on the five 
year average of market values measured at the end of the previous calendar year. 
 

Land Grant Trust Fund Assets �� 0.5% is assessed by the Foundation each fiscal year 
based on the asset valuation of the University’s land grant trust fund assets invested by 
the Foundation as of the end of the previous calendar year. 
 

Reclassification of Net Assets 
The Foundation reclassifies net assets from one category to another in the following 
situations: 
 

Donor Directed Reclassifications �� Net asset reclassifications which occur when a donor 
withdraws or increases their previously imposed restrictions, when prospective 
endowments meet the minimum requirements for acceptance as an endowment, and 
when net proceeds from appropriately advertised events are transferred to an 
endowment fund. 
 
Net Assets Released from Restriction �� Net assets released from donor restrictions by 
incurring expenses satisfying the restricted purpose, collecting payment on unconditional 
promises to give without restrictions, or by occurrence of other events specified by 
donors. 

 
Income Taxes 
The Foundation is an organization exempt from income tax under Section 501(c)(3) of the 
IRC and is generally not subject to federal income taxes. Contributions to the Foundation 
are deductible for tax purposes by the donor, subject to the normal limitations imposed by 
the taxing authorities. However, the Foundation is subject to income taxes on any net 
income that is derived from a trade or business, regularly carried on, and not in furtherance 
of the purposes for which it was granted exemption. Accordingly, the Foundation recorded 
no federal and state income tax liabilities for the years ended June 30, 2021 and 2020. The 
income tax expense is reported on the consolidated statements of activities as a reduction in 
investment income. 
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NOTE 2 CONTRIBUTIONS RECEIVABLE (CONTINUED) 

Unconditional promises to give are recorded at the discounted present value of the future 
cash flows using a discount rate ranging from 3.07% to 4.73%. An allowance for 
uncollectible contributions receivable is provided based upon management's judgment 
including such factors as prior collection history, type of contribution, and nature of 
fundraising activity. 
 
 

NOTE 3 INVESTMENTS 

Operating Funds 

Operating funds consist of investable resources without donor restrictions and with donor 
restrictions funds, expendable gifts, and endowment distributions prior to disbursement. The 
investment objective of these funds is to provide 1) for the liquidity necessary to meet 
operational needs and 2) for the preservation of the principal necessary to meet program 
commitments. 
 
Pooled Endowment Funds 

The pooled endowment funds consist of general foundation endowments and funds 
designated by the board of directors to function as endowments, as well as the University’s 
land grant endowments. The primary investment goal of these funds is to provide a real rate 
of return, net of investment expenses sufficient to cover the endowment administrative fee 
and the annual spending allowances, in support of the purposes of the various endowments, 
in perpetuity. 
 
Remainder Trusts and Other 

The Foundation is a trustee for a net income charitable remainder unitrust valued at $59,304 
and $57,402 at June 30, 2021 and 2020, respectively. Other investments include securities 
valued at $2,012,332 and $1,518,820 at June 30, 2021 and 2020, respectively, restricted by 
donors to be managed by university students as part of course curriculums. Other 
investments also include charitable gift annuity contract reserves valued at $248,149 and 
$250,651 on June 30, 2021 and 2020, respectively. 
 
Fees 

Direct investment management, custodial, and consulting fees totaled $2,032,013 and 
$1,767,349 for the years ended June 30, 2021 and 2020, respectively. These fees have 
been included as a reduction to investment income. 
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NOTE 3 INVESTMENTS (CONTINUED) 

The following table summarizes the Foundation’s investments as of June 30, 2021: 
 

Pooled Remainder
Operating Endowment Trusts and 

Funds Funds Other Total
Cash Held for Long-Term Investment -$                       706,604$           168,471$           875,075$           
Money Market Mutual Funds 286,441             28,366,451        32,303               28,685,195        
Mutual Funds -                         101,766,646      -                         101,766,646      
Exchanged Traded Funds -                         12,993,353        -                         12,993,353        
Common Stock -                         28,127,628        1,927,867          30,055,495        
Depository Receipts -                         1,034,090          -                         1,034,090          
Futures Contracts -                         280,546             -                         280,546             
Debt Securities 61,766,390        -                         191,144             61,957,534        
Commingled Funds -                         83,521,426        -                         83,521,426        
Hedge Funds -                         107,929,917      -                         107,929,917      
Private Capital Funds -                         111,979,450      -                         111,979,450      

Total Investments 62,052,831$      476,706,111$    2,319,785$        541,078,727$    
 

 
The following table summarizes the Foundation’s investments as of June 30, 2020: 
 

Pooled Remainder
Operating Endowment Trusts and 

Funds Funds Other Total
Cash Held for Long-Term Investment -$                       243,397$           212,873$           456,270$           
Money Market Mutual Funds 691,997             9,926,345          21,893               10,640,235        
Mutual Funds -                         85,205,385        163,321             85,368,706        
Exchanged Traded Funds -                         11,365,137        -                         11,365,137        
Common Stock -                         17,517,036        1,383,043          18,900,079        
Depository Receipts -                         1,568,295          -                         1,568,295          
Futures Contracts -                         107,261             -                         107,261             
Debt Securities 57,186,624        849,985             45,743               58,082,352        
Commingled Funds -                         61,045,866        -                         61,045,866        
Hedge Funds -                         93,588,778        -                         93,588,778        
Private Capital Funds -                         74,845,156        -                         74,845,156        

Total Investments 57,878,621$      356,262,641$    1,826,873$        415,968,135$    
 

 
 

NOTE 4 FAIR VALUE 
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NOTE 4 FAIR VALUE (CONTINUED) 

In certain cases, the inputs used to measure fair value may fall into different levels of the fair 
value hierarchy. In such cases, a financial instrument’s level within the fair value hierarchy is 
based on the lowest level of any input that is significant to the fair value measurement. These 
classifications (Level 1, 2, and 3) are intended to reflect the observability of inputs used in the 
valuation of investments and are not necessarily an indication of quality, risk, or liquidity. 
 
In accordance with authoritative guidance on fair value measurements, as a practical 
expedient, an entity holding investments in certain entities that calculate net asset value per 
share or its equivalent (NAV) for which the fair value is not readily determinable, is permitted to 
measure fair value of such investments on the basis of that net asset value per share or its 
equivalent without adjustment. 
 
Money Market Mutual Funds 

Money market mutual funds are valued at net asset value per share. These investments are 
categorized as Level 1. 
 
Mutual Funds and Exchange Traded Funds 

The Foundation and the partnership may invest directly in mutual funds and exchange traded 
funds. Investments in mutual funds are valued at the net asset value of each fund determined 
as of the close of the New York Stock Exchange on the valuation date. These investments are 
typically considered Level 1 investments due to readily available, quoted prices. 
 
Portfolio Securities 

The Foundation and the partnership may invest directly in securities, such as common stock, 
depository receipts, and real estate investment trusts that are listed on a securities exchange. 
Equity securities that are listed on the National Association of Securities Dealers Automated 
Quotations will be valued at the NASDAQ Official Closing Price (NOCP) which may not 
necessarily represent the last price. If there has been no sale on such exchange or on the 
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NOTE 4 FAIR VALUE (CONTINUED) 

The following table summarizes the Foundation’s financial assets measured at fair value on 
a recurring basis as of June 30, 2019: 
 

Level 1 Level 2 Level 3 Total
Pooled Endowment Funds:

Money Market Mutual Funds 9,926,345$        -$                       -$                       9,926,345$        
Mutual Funds 85,205,385        -                         -                         85,205,385        
Exchanged Traded Funds 11,365,137        -                         -                         11,365,137        
Common Stock 17,517,036        -                         -                         17,517,036        
Depository Receipts 1,568,295          -                         -                         1,568,295          
Futures Contracts 107,261             -                         -                         107,261             
Treasury and Agency Bonds -                         849,985             -                         849,985             
Commingled Funds (a) -                         -                         -                         61,045,866        
Hedge Funds (a) -                         -                         -                         93,588,778        
Private Equity Funds (a) -                         -                         -                         74,845,156        
Cash Held for Long-Term Investment -                         -                         -                         243,397             

Total Pooled Endowment Funds 125,689,459      849,985             -                         356,262,641      

Other Investments:
Money Market Mutual Funds 713,890             -                         -                         713,890             
Mutual Funds 163,321             -                         -                         163,321             
Common Stock 1,383,043          -                         -                         1,383,043          
Treasury and Agency Bonds -                         35,531,545        -                         35,531,545        
Corporate Bonds -                         15,366,915        -                         15,366,915        
Mortgage-Backed Securities -                         6,333,907          -                         6,333,907          
Cash Held for Long-Term Investment -                         -                         -                         212,873             

Total Other Investments 2,260,254          57,232,367        59,705,494        

Total Investments 127,949,713$    58,082,352$      -$                       415,968,135$    

Remainder Trusts Receivable -$                       -$                       2,796,941$        2,796,941$        

 
(a) Management has used NAV as a practical expedient to measure the fair value of the 

underlying hedge funds, and private equity funds not classified in the fair value hierarchy 
listed above. The fair value amounts presented in this table are intended to permit 
reconciliation of the fair value hierarchy to the amounts presented in the consolidated 
statement of financial position. 

 
The following is a summarization of the Level 3 significant unobservable inputs:  
 

Principal
Valuation Unobservable

Instrument 2021 2020 Technique Inputs
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NOTE 4 FAIR VALUE (CONTINUED) 

The following table presents the activities for the years ended June 30, 2021 and 2020 for 
financial assets classified in Level 3: 
 
Balance - July 1, 2019 2,850,682$        

Additions -                         
Payments -                         
Net Realized and Unrealized Losses (53,741)              

Balance - June 30, 2020 2,796,941          
Additions
Payments (372,205)            
Net Realized and Unrealized Gains 820,208             

Balance - June 30, 2021 3,244,944$         
 

Investments in certain entities that calculate net asset value (NAV) per share are 
summarized by category as of June 30, 2021 as follows: 
 

Unfunded Redemption Redemption
Fair Value Commitments Frequency Notice Period

Commingled Funds:
Capital Appreciation 39,755,055$           -$                            Daily-Semi Monthly 1-33 Days
Deflation Sensitive 36,647,516             -                              Daily 1-10 Days
Diversifying Strategies 7,118,855               -
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NOTE 5 ENDOWMENTS 

The Foundation’s endowment consists of nearly 900 individual endowments 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 
U.S. GAAP, 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. Board-designated endowment funds 
are classified as either without donor restrictions or with donor restrictions depending on the 
existence of donor-imposed purpose restrictions. 
 
The Foundation’s board of directors has interpreted the Uniform Prudent Management of 
Institutional Funds Act (UPMIFA) enacted in the state of Alaska 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, we retain in perpetuity (a) the original value of initial and subsequent gift 
amounts donated to the Endowment and (b) any accumulations to the endowment made in 
accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added. Donor-restricted amounts not retained in perpetuity are subject to 
appropriation for expenditure by us in a manner consistent with the standard of prudence 
prescribed by UPMIFA. We consider the following factors in making a determination to 
appropriate or accumulate donor-restricted endowment funds: 
 

�x The duration and preservation of the fund 

�x The purposes of the Foundation and the donor-restricted endowment fund 

�x General economic conditions 

�x The possible effect of inflation and deflation 

�x The expected total return from income and the appreciation of investments 

�x Other resources of the Foundation 

�x The investment policies of the Foundation 
 
The endowment spending allowance policy is structured to help maintain the endowments in 
perpetuity, preserve their purchasing power and stabilize the flow of support for the 
purposes of the respective endowments. 
 
A Viability Ratio (accumulated earnings divided by the total endowment value) is calculated 
for each endowment. The Viability Ratio provides a measure of the financial health of each 
endowment and gives an indication of the endowment’s ability to continue making 
distributions to the beneficiary during market down cycles and for the life of the fund. The 
maximum spending rate is 4% of the average of the market values of the endowment at 
December 31 for the immediately preceding five years. The spending rate is limited to 2% 
for endowments with negative Viability Ratios. No spending allowance is provided for 
endowments with a Viability Ratio lower than negative 20%. 
 



UNIVERSITY OF ALASKA FOUNDATION 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

JUNE 30, 2021 AND 2020 
 
 
 

(23) 

 
NOTE 5 ENDOWMENTS (CONTINUED) 

From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor requires the Foundation to retain 
as a fund of perpetual duration. In accordance with U.S. GAAP, deficiencies of this nature 
are reported in net assets with donor restrictions and totaled $-0- and $14,555 at June 30, 
2021 and 2020, respectively. These deficiencies resulted from unfavorable market 
fluctuations that occurred shortly after the investment of donor-restricted contributions and 
continued appropriation from certain funds as deemed prudent. 
 
Endowment net assets as of June 30, 2021 included the following: 
 

Without Donor With Donor
Restrictions Restrictions Total

Donor Restricted Endowment Funds:
Original Gift Value to be Maintained into 
  Perpetuity -$                      152,555,329$   152,555,329$   
Accumulated Investment Gains -
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NOTE 6 NET ASSETS 

Net assets had the following donor-imposed purpose restrictions or board-imposed 
designations as of June 30, 2021: 
 

Without Donor With Donor
Restrictions Restrictions Total

Athletics -$                      2,852,956$       2,852,956$       
Business and Management 5,139,160         30,158,037       35,297,197       
Campus Support 8,996,088         40,341,154       49,337,242       
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NOTE 6 NET ASSETS (CONTINUED) 

Changes in consolidated net assets attributable to the controlling interest of the Foundation 
and the noncontrolling interest of Cambridge Associates Resources, LLC in the pooled 
endowment funds for the years ended June 30, 2021 and 2020 were as follows: 
 

Controlling Noncontrolling

Interest Interest Total

Balance - July 1, 2019 362,476,461$       1,397$                  362,477,858$       

Capital Contributions 9,000,333             -                            9,000,333             

Capital Withdrawals (19,906,468)          -                            (19,906,468)          

Net Increase (Decrease) in Capital Activity (10,906,135)
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NOTE 9 LIQUIDITY AND AVAILABILITY (CONTINUED) 

The Foundation’s board of directors has designated a portion of net assets without donor 
restrictions for financial reserves to be drawn upon for the following purposes: 
 

�x Operating Reserve – to provide an internal source of funds and financial stability for 
the Foundation’s ongoing operating expenses. Amounts held in the reserve shall be 
sufficient to pay four months of operating expenses, based on the prior year audited 
financial statements.  

 
�x Strategic Investment Reserve – to provide supplemental funds for strategic 

initiatives, capacity building, and development projects that advance the mission and 
sustainability of the Foundation. Amounts held in the Strategic Investment Reserve 
shall be sufficient to pay at least six months of operating expenses, based on the 
prior year audited financial statements.  

 
�x Sustainability Reserve – to provide a long- term source of operating income for the 

Foundation. Amounts held in the Sustainability Reserve shall be sufficient to pay at 
least one year of operating expenses, based on the prior year audited financial 
statements. 

 
 
 




