Regular Meeting
Agenda Item 7D
October 20, 2020
Information Item

NPC Component Unit Financial Audit
NPC Friends and Family 2019-20

Summary:

NPC Friends and Family (NPCFF) is a separate legal entity but is considered a
component unit of Northland Pioneer College (NPC) as defined by the Governmental
Accounting Standards Board (GASB) Statement of Standards No. 14. NPCFF
Financial Statements are therefore included in the audited financial statements for
NPC by discrete presentation.

BDR Richards, CPA’s, PLC, completed the FY 2019-20 financial audit for NPCFF on
August 21, 2020. The auditor issued an opinion that the financial statements were
presented fairly, in all material respects and in conformity with Generally Accepted
Accounting Principles (GAAP.)

Below are brief highlights from the report:

e Total Assets increased by $65,779 due to donations to endowed scholarship
funds including the Jon Graff PhD Scholarship Fund, the Claude Endfield
Endowment, the Lisitzky Endowment, the Pres Winslow Memorial
Scholarship fund, and the NPC Friends and Family Endowment.

e Total Net Assets also increased by $65,779 as a result of the above increases.

e Total revenue decreased $35,569 due to a reduction in contributions of
$40,724, which includes sponsorships for special events, due to the pandemic
and a loss on investments. These losses were slightly offset by an increase in
Special Events Revenue of $19, 513 - mostly from AZ Gives Day.

e Total expenses rose $20,432 due to increase in scholarships awarded
$11,225, plus an increase of $9,207 in general operating expenses with the
purchase of Chromebooks and hotspots in April.

e Overall, Cash position increased $65,779, due to the increase in restricted
marketable securities.

A copy of the final FY 2019-20 Financial Statements are included for additional
review.
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BDRRICHARDS

CPA’S, PLC
405 W F-Bar Ln, Snowflake, AZ 85937

Independent Auditor’s Report

To the Board of Directors
Northland Pioneer College Friends and Family, Inc.
Snowflake, AZ

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Northland Pioneer College Friends and Family,
Inc., which comprise the statements of financial position as of June 30, 2020 and 2019, and the related statements of
activities, and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, 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
Northland Pioneer College Friends and Family, Inc. as of June 30, 2020 and 2019, 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.

BDOR Richards, CPH '« PLC

Snowflake, AZ
August 21, 2020



Northland Pioneer College Friends and Family, Inc.
Statements of Financial Position
June 30, 2020 and 2019

2020 2019
Assets
Cash - checking and savings $ 130,042 $ 144,221
Cash - checking and savings - restricted 33,764 32,438
Investments - marketable securities 377,951 368,191
Investments - marketable securities - restricted 312,130 243,258
Real estate held for investment 6,789 6,789
Total assets $ 860,676 $ 794,897
Net Assets
Without donor restrictions
Undesignated 136,830 151,009
Designated by the Board for endowment 527,770 448,360
Designated by the Board for scholarships 33,764 32,438
698,364 631,807
With donor restrictions
Purpose restrictions 162,312 163,090
Total net assets 860,676 794,897
Total liabilities and net assets $ 860,676 $ 794,897
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See the notes to the financial statements.



Northland Pioneer College Friends and Family, Inc.
Statement of Activities
Year Ended June 30, 2020

Without Donor With Donor

Restrictions Restrictions Total
Revenues and other support
Contributions $ 35,768 $ 49,659 $ 85,427
Interest and dividends 30 - 30
Net investment return 3,122 5,588 8,710
Gross special events revenue 77,311 - 77,311
Less cost of direct benefits to donors (23,623) - (23,623)
Net special events revenue 53,688 - 53,688
Net assets released from restrictions 94,692 (94,692) -
Total revenues and other support 187,300 (39,445) 147,855
Expenses
Program services expense
Scholarships 29,586 9,615 39,201
Scholarships - Other 25,301 - 25,301
Total program expenses 54,887 9,615 64,502
Supporting services expense:
Management and general 17,574 - 17,574
Total supporting services expense 17,574 - 17,574
Total expenses 72,461 9,615 82,076
Change in net assets 114,839 (49,060) 65,779
Net assets, beginning of year 585,813 209,084 794,897
Net assets, end of year $ 700,652 $ 160,024 $ 860,676
3

See the notes to the financial statements.



Northland Pioneer College Friends and Family, Inc.

Statement of Activities
Year Ended June 30, 2019

Revenues and other support
Contributions
Interest and dividends
Net investment return
Gross special events revenue
Less cost of direct benefits to donors
Net special events revenue
Net assets released from restrictions
Total revenues and other support
Expenses
Program services expense
Scholarships
Scholarships - Other

Total program expenses

Supporting services expense:
Management and general

Total supporting services expense
Total expenses

Change in net assets

Net assets, beginning of year

Net assets, end of year

Without Donor
Restrictions

With Donor
Restrictions Total

$ 4,621 $ 121,530 $ 126,151
26 - 26
6,127 16,945 23,072
76,462 - 76,462
(42,287) - (42,287)
34,175 - 34,175
80,169 (80,169) 0
125,118 58,306 183,424
40,411 1,500 41,911
11,366 - 11,366
51,777 1,500 53,277
8,367 - 8,367
8,367 - 8,367
60,144 1,500 61,644
64,974 56,806 121,780
520,839 152,278 673,117
$ 585,813 $ 209,084 $ 794,897
4

See the notes to the financial statements.



Northland Pioneer College Friends and Family, Inc.
Statements of Cash Flows
Years Ended June 30, 2020 and 2019

2020 2019

Cash flows from operating activities
Cash received from contributions $ 85,427 $126,151
Cash received from special events 77,311 76,462
Payments for scholarships (64,502) (53,277)
Payments to vendors (41,196) (50,653)
Interest and dividends received 30 64
Net cash provided by (used in) operating activities 57,070 98,747

Cash flows from investing activities
Purchase of investments (69,923) (68,354)
Net cash used in investing activities (69,923) (68,354)
Net increase (decrease) in cash (12,853) 30,393
Cash and cash equivalents, beginning of year 176,659 146,266
Cash and cash equivalents, end of year $163,806 $176,659

5

See the notes to the financial statements.



Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies of Northland Pioneer College (NPC) Friends and Family, Inc. (the
Organization) are described below to enhance the usefulness of the financial statements to the reader.

Nature of the Organization

The Organization is a not-for-profit corporation operating in accordance with Section 501(c)(3) of the Internal
Revenue Code. The Organization is located in Snowflake, Arizona, and provides supplemental philanthropic
support for students, and programs and services that advance the mission of Northland Pioneer College (NPC).
The Organization receives cash contributions, gifts, and administers and invests securities and property;
conducts special-event fundraisers; and disburses payments to the College for educational purposes.

Basis of Accounting

The financial statements have been prepared following the U.S. GAAP Financial Reporting Framework, using
the accrual basis of accounting, in conformity with accounting principles generally accepted in the United States
of America.

Financial Statement Presentation

The Organization 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 in accordance with the existence or absence of donor restrictions.

Income Taxes

The Organization is a public non-profit organization and is exempt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code and Section 43-1201 of the Arizona Revised Statutes.
Therefore, the accompanying financial statements contain no provision or liability for income taxes. In addition,
the Organization qualifies for the charitable deduction under Internal Revenue Section 170(b)(1)(A).

The Organization files information tax returns with the U.S. federal government.

Use of Estimates

The preparation of financial statements in conformity with Generally Accepted Accounting Principles (GAAP) in
the United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Contributions
The Organization records contributions received as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence and/or nature of any donor imposed restrictions.

Endowment Funds

The Organization is subject to an enacted version of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA), which requires enhanced disclosures for all its endowment funds. UPMIFA provides the Organization
with guidance on accounting for the net asset classification of endowment funds.

Discounted or Donated Goods and Services

The Organization receives certain discounted or donated goods and services that directly benefit NPC and the
Organization. Amounts for these discounts and donations have been included in the accompanying financial
statements to the extent that a measurable basis exists for their fair values and the corresponding benefit to the
Organization. These discounted or donated goods and services that are received by the Organization for no
value in return are recorded as program and support service expenses and as in-kind donations and are
reflected in the financial statements at their fair values. If donated goods merely pass through the Organization
to charitable beneficiaries, and if the Organization is only an agent for the donors, no contribution is recorded.




Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and Cash Equivalents
For purposes of the Statement of Cash Flows, the Organization considers all highly liquid debt instruments with
maturities of three months or less to be cash equivalents.

Property Held for Sale

Certain assets are received from donors by the Organization and are held for resale. Such assets are recorded
at approximate fair market values at the date of donation which approximates their fair value at the dates of the
Statements of Financial Position. Property held for sale as of June 30, 2020 is reported as real estate
investments.

Investments

Investments are recorded at cost, or if donated, at fair value on the date of donation. Thereafter, investments
are reported at their fair values in the statements of financial position. Net investment return/(loss) is reported in
the statements of activities and consists of interest and dividend income, realized and unrealized capital gains
and losses, less external and direct internal investment expenses. Investment advisory fees were $7,774 for the
year ended June 30, 2020 and $6,278 for the year ended June 30, 2019.

Accounts Receivable
Accounts are determined to be delinquent on an individual basis depending on the nature of the receivable and
are written off when deemed uncollectible in management’s opinion.

Property & Equipment

Purchased property and equipment are capitalized at cost. Donations of property and equipment are recorded
as contributions at their estimated fair value on the date of donation. Such donations are reported as
unrestricted contributions unless the donor has restricted the donated asset to a specific purpose. Assets
donated with explicit restrictions regarding their use and contributions of cash that must be used to acquire
property and equipment are reported as restricted contributions. Absent donor stipulations regarding how long
those donated assets must be maintained, the Organization reports expirations of donor restrictions when the
donated or acquired assets are placed in service as instructed by the donor. The Organization reclassifies
temporarily restricted net assets to unrestricted net assets at that time.

Date of Management’s Review

Management has reviewed events subsequent to June 30, 2020 up through the date the financial statements
were available to be issued, August 21, 2020, to evaluate their effect on the fair presentation of the financial
statements. As of the date the financial statements were available to be issued, there have been no events
subsequent to June 30, 2020 that are required to be disclosed in order to present fairly the financial position and
changes in net assets of the Organization.




Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Net Assets
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor or grantor-
imposed restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not subject to
donor (or certain grantor) restrictions. The governing board has designated, from net assets without donor
restrictions, net assets for an operating reserve and board-designated endowment.

Net Assets With Donor Restrictions — Net assets subject to donor (or certain grantor) imposed restrictions.
Some donor-imposed restrictions are temporary in nature, such as those that will be met by the passage of time
or other events specified by the donor. Other donor-imposed restrictions are perpetual in nature, where the
donor stipulates that resources be maintained in perpetuity. Donor-imposed restrictions are released when a
restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose for which the
resource was restricted has been fulfilled, or both.

Revenue and Revenue Recognition

Revenue is recognized when earned. Program service fees and payments under cost-reimbursable contracts
received in advance are deferred to the applicable period in which the related services are performed or
expenditures are incurred, respectively. Contributions are recognized when cash, securities or other assets, an
unconditional promise to give, or notification of a beneficial interest is received. Conditional promises to give are
not recognized until the conditions on which they depend have been substantially met.

NOTE 2 - LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the balance sheet date, comprise the following:

Financial assets at year end: 2020 2019
Cash and cash equivalents $163,806 $176,659
Investments 690,081 611,450

Total financial assets 853,887 788,109

Less amounts not available to be used within one year:

Net assets with donor restrictions 162,312 163,090
Designated by the Board for scholarships 33,764 32,438
196,076 195,528

Financial assets available to meet general expenditures
over the next twelve months $657,811 $592,581

Endowment funds consist of donor-restricted endowments and funds designated by the board as endowments.
Income from donor-restricted endowments is restricted for specific purposes, with the exception of the amounts
available for general use. Donor-restricted endowment funds are not available for general expenditure.



Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 3 - FAIR VALUE MEASUREMENTS AND DISCLOSURES

We report certain assets at fair value in the financial statements. Fair value is the price that would be received
to sell an asset in an orderly transaction in the principal, or most advantageous, market at the measurement
date under current market conditions regardless of whether that price is directly observable or estimated using
another valuation technique. Inputs used to determine fair value refer broadly to the assumptions that market
participants would use in pricing the asset or liability, including assumptions about risk. Inputs may be
observable or unobservable. Observable inputs are inputs that reflect the reporting entity’s own assumptions
about the assumptions market participants would use in pricing the asset based on the best information
available. A three-tier hierarchy categorized the inputs as follows:

Level 1 — Quoted prices (unadjusted) in active markets for identical assets that we can access at the
measurement date.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset, either directly
orindirectly. These include quoted prices for similar assets in active markets, quoted prices for identical or
similar assets in markets that are not active, inputs other than quoted prices that are observable for the asset,
and market-corroborated inputs.

Level 3 — Unobservable inputs for the asset. In these situations, we develop inputs using the best information
available in the circumstances.

A significant portion of our investment assets are classified within Level 1 because they comprise open-end
mutual funds with readily determinable fair values based on daily redemption values.

The following table presents assets measured at fair value on a recurring basis at June 30, 2020:

Assets Level Level

1 3
Cash $ 163,806 $ -
Endowment Investments 690,081 -
Real Estate Investments - 6,789
Total $ 853,887 $ 6,789

The following table presents assets measured at fair value on a recurring basis at June 30, 2019:

Assets Level Level

1 3
Cash $ 176,659 $ -
Endowment Investments 611,449 -
Real Estate Investments - 6,789
Total $ 788,109 $ 6,789

NOTE 4 - PROPERTY & EQUIPMENT

There is no listed property and equipment for the Organization.

NOTE 5 - RELATED PARTIES

Northland Pioneer College provides the Organization with office space at no cost. Similarly, there is no charge

for related items, such as utilities, insurance, and overhead. The value of these expenses is deemed minimal
and has not been reflected on the financial statements as of June 30, 2020 or June 30, 2019.



Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 6 - ENDOWMENT FUNDS

As of June 30, 2020, NPC Friends and Family’s endowments consisted of five funds: One fund established for
the Martia A. Smith Memorial Art Scholarship, one for the Charles E. Listizky Scholarship, one for Prescott
Winslow Memorial Scholarship, one for the Claude Endfield Early Childhood Scholarship Fund, one for Jon
Graff Ph.D. for endowed scholarships, and one for NPC Friends and Family. The latter was established in
October 2014 to assure the future viability of the organization.

As required by 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 NPC Friends and Family has interpreted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift
date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As a result of
this interpretation, NPC Friends and Family classifies as permanently restricted net assets the original value of
gifts donated to the permanent endowment and the original value of subsequent gifts to the permanent
endowment.

The remaining portion of the donor-restricted endowment fund earnings that are not classified in permanently
restricted net assets are classified as temporarily restricted net assets, until those amounts are appropriated for
expenditure by NPC Friends and Family in a manner consistent with the standard of prudence prescribed by
UPMIFA. In accordance with UPMIFA, NPC Friends and Family considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds: (1) The duration and
preservation of the various funds; (2) The purposes of the donor-restricted endowment funds; (3) General
economic conditions; (4) The possible effect of inflation and deflation; (5) The expected total return from income
and the appreciation of investments; (6) Other resources of NPC Friends and Family; and (7) NPC Friends and
Family’s investment policies.

The six endowments are managed in separate investment accounts. Transactions within each individual
endowment are based on the unit market value at the end of the month during which the transaction takes place
for withdrawals and additions. It is the goal of NPC Friends and Family that the total return from each
endowment investment should be adequate to meet the following objectives:

o Preserve investment capital and its purchasing power

e Generate sufficient resources to meet spending needs (payout)

e Attain reasonable capital appreciation, through prudent acceptance of risk, to enhance the future
purchasing power of the investment capital.

As of June 30, 2020, the endowment assets were invested in marketable securities with Edward Jones. The
investments were fully insured by the Securities Investor Protection Corporation (SIPC).

All endowment investments are carried at fair value and classified as non-current regardless of maturity due to
restrictions limiting NPC Friends and Family’s ability to use these investments. Each endowed account shall
have a minimum of $10,000, said amount to be reached within a three (3) year period from the time of initial
donation, which must be at least $5,000. If, after the three (3) year period has expired, the account has not
reached the minimum level prescribed, the contributors to the fund shall have two options: (a) Award the
existing amount over a designated period; or (b) authorize combining the fund with another, compatible, existing
endowment fund. The three-year period may be waived if a plan has been designed with another approved time
period and approved by the Board of Directors. All interest earned in developing endowed accounts shall revert
to the fund corpus during the three-year period. No awards shall be made from the developing fund during the
three-year period, unless the minimum balance of $10,000 is reached prior the end of the three-year period. For
June 30, 2020, all funds had balances greater than $10,000.
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Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 6 - ENDOWMENT FUNDS (continued)

The contributor to the fund may impose additional provisions for the scholarships paid from endowments. In the
fiscal year ending June 30, 2020, transfers were made from the investment earnings on select endowed
scholarships to the Restricted Scholarship fund. It was determined there were sufficient gains on the
investments to make the awards without invading the principal and preserving sufficient return to keep the fund
growing in perpetuity. To ensure observance of limitations and restrictions placed on the use of resources
available to NPC Friends and Family, net assets, revenues and expenses are classified and reported as follows,
based on the existence or absence of donor-imposed restrictions.

Net Assets with Donor Restrictions - include permanent endowments. Such funds are generally subject to donor
restrictions requiring the principal to be invested in perpetuity for the purpose of producing income that may be
expended or added to principal in accordance with the donor’s wishes. As of June 30, 2020, the Martia A. Smith
Memorial Art Scholarship endowment agreement requires the average rate of inflation for the prior calendar
year (approximately 0.0% and 1.6%, respectively) of investment earnings to be added back to permanently
restricted funds. Contributions designated by donors for use by particular entities or programs or for specific
purposes or earnings from permanently restricted endowments, which have not been appropriated for their
intended purpose. Term endowments are temporarily restricted, because they are permanent-type endowments,
which include an expiration date or stated period of time or occurrence of a specified event, after which all or
part of the principal may be expended.

Net Assets without Donor Restrictions - are not subject to donor-imposed restrictions. They also include Board
Restricted endowments, of which the corpus can be invaded upon a vote by the Board. The NPC Friends and
Family Endowment, established October 2014, falls into this category.

As of June 30, 2020 and 2019, the Organization had the following net asset composition by type of fund:

2020
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $ 448,360 $ 163,089 $ 611,449
Investment return, net 3,122 5,588 8,710
Contributions 76,288 9,139 85,427
Distributions from board-designated
endowment pursuant to policy - (15,505) (15,505)
Endowment net assets, end of year $ 527,770 $ 162,311 $ 690,081
2019
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $ 366,573 $ 152,277 $ 518,851
Investment return, net 6,127 16,945 23,072
Contributions 75,660 41,361 117,021
Distributions from board-designated
endowment pursuant to policy - (47,494) (47,494)
Endowment net assets, end of year $ 448,360 $ 163,089 $ 611,449

1"



Northland Pioneer College Friends and Family, Inc.
Notes to Financial Statements
June 30, 2020 and 2019

NOTE 7 - FUNCTIONAL EXPENSES

2020
Program Support
Services Services Total
Bank service charges  $ - $ 45 $ 45
Contract services - 5,500 5,500
Insurance - 1,646 1,646
Office expenses - 10,383 10,383
Event expenses 23,623 - 23,623
Scholarships 64,502 - 64,502

$ 88,127 $ 17,574 $ 105,699

2019
Program Support
Services Services Total
Contract services $ - $ 5,500 $ 5,500
Insurance - 313 313
Office expenses - 2,553 2,553
Event expenses 42,287 - 42,287
Scholarships 53,277 - 53,277

$ 95,564 $ 8,366 $ 103,930
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