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ASSETS

The Community Foundation San Luis Obispo County

Consolidated Statements of Financial Position

December 31, 2021 and 2020

Cash and cash equivalents

Investments

Prepaid expenses and other assets
Investments held for split interest agreements
Notes receivable

Property and equipment, net of accumulated depreciation

Total assets

LIABILITIES AND NET ASSETS

Liabilities

Accounts payable

Accrued compensation

Grants payable
Note payable

Liabilities to beneficiaries under split interest agreements

Agency funds held for others
Deferred revenue

Total liabilities

Commitments and Contingencies

Net Assets

Without donor restrictions
Undesignated - operating fund

Invested in property and equipment - operating fund
Board designated for operating and capital reserves

Board designated for endowment

Designated for donor advised and discretionary grants

Total without donor restrictions

With donor restrictions
Restricted for specified purpose or passage of time

Restricted for purpose - spendable endowment

Restricted subject to the spending policy on endowment

Restricted in perpetuity - endowment
Total with donor restrictions

Total net assets

Total liabilities and net assets

See Notes to Consolidated Financial Statements.
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2021 2020
$ 5,762,147 $ 4,325,950
66,362,527 57,489,943
20,448 34,953
2,652,555 2,561,095
1,150,000 1,150,000
1,496,985 1,486,106
$ 77,444,662 $ 67,048,047
$ 22,511 $ 21,182
45,280 39,497
454,259 293,195
350,000 350,000
769,860 741,138
2,604,796 2,256,168

25,000 -
4,271,706 3,701,180
771,764 592,910
1,496,985 1,486,106
658,805 613,596
8,244,347 8,053,509
2,403,624 1,803,658
13,575,525 12,549,779
3,549,774 2,915,751
24,194,572 19,255,251
7,445,025 5,686,492
24,408,060 22,939,594
59,597,431 50,797,088
73,172,956 63,346,867
$ 77,444,662 $ 67,048,047




The Community Foundation San Luis Obispo County

Consolidated Statement of Activities

Year Ended December 31, 2021

Revenue, Gains and Support
Contributions

Less contributions received on behalf of others

Interest and dividends

Net realized and unrealized gain on investments

Change in value of split interest agreements
Less net investment loss allocated

to funds held for others
Miscellaneous income

Subtotal

Transfers to (from) funds
Net assets released from restrictions

Total revenue, gains and support

Grants and Functional Expenses
Grants and philanthropic distributions
Less grants disbursed on behalf of others
Net grant disbursements
Other program services
Management and general
Fundraising and development

Less expenses allocated to funds held for others

Total expenses

Change in net assets

See Notes to Consolidated Financial Statements.

2021
Without Donor  With Donor
Restrictions Restrictions Total
$ 1,275,151 6,924,167 $ 8,199,318
(203,860) - (203,860)
176,656 1,248,282 1,424,938
502,534 4,506,102 5,008,636
- 62,738 62,738
(243,980) - (243,980)
257,170 - 257,170
1,763,671 12,741,289 14,504,960
126,981 (126,981) -
3,813,965 (3,813,965) -
5,704,617 8,800,343 14,504,960
3,591,150 - 3,591,150
(35,235) - (35,235)
3,555,915 - 3,555,915
443,549 - 443,549
517,043 - 517,043
226,340 - 226,340
(63,976) - (63,976)
4,678,871 - 4,678,871
$ 1,025,746 $ 8,800,343 $ 9,826,089




The Community Foundation San Luis Obispo County

Consolidated Statement of Activities

Year Ended December 31, 2020

2020
Without Donor  With Donor
Restrictions Restrictions Total
Revenue, Gains and Support
Contributions $ 973,949 1,352,832 $§ 2,326,781
Less contributions received on behalf of others (51,591) - (51,591)
Interest and dividends 280,460 967,645 1,248,105
Net realized and unrealized gain on investments 275,610 3,586,726 3,862,336
Change in value of split interest agreements - 153,968 153,968
Less net investment income allocated
to funds held for others (207,060) - (207,060)
Miscellaneous income 199,294 - 199,294
Subtotal 1,470,662 6,061,171 7,531,833
Transfers to (from) funds (19,565) 19,565 -
Net assets released from restrictions 4,408,593 (4,408,593) -
Total revenue, gains and support 5,859,690 1,672,143 7,531,833
Grants and Functional Expenses
Grants and philanthropic distributions 5,712,138 - 5,712,138
Less grants disbursed on behalf of others (1,289,069) - (1,289,069)
Net grant disbursements 4,423,069 - 4,423,069
Other program services 532,319 - 532,319
Management and general 550,491 - 550,491
Fundraising and development 225,241 - 225,241
Less expenses allocated to funds held for others (59,889) - (59,889)
Total expenses 5,671,231 - 5,671,231
Change in net assets $ 188,459 $ 1,672,143 $ 1,860,602

See Notes to Consolidated Financial Statements.



The Community Foundation San Luis Obispo County

Consolidated Statement of Functional Expenses
Year Ended December 31, 2021

Program Services Management  Fundraising
Grants Other & General & Development Total
Grant disbursements $ 3,555,915 $ - $ - $ - $ 3,555,915
Advertising - 3,579 3,687 3,579 10,845
Consulting - - 44,823 - 44,823
Depreciation - 17,247 17,770 17,247 52,264
Employee benefits - 19,242 24,740 10,996 54,978
Fund operation expenses - 107,453 - - 107,453
Information technology - 16,524 17,006 16,506 50,036
Insurance - 1,358 15,573 776 17,707
Licenses and permits - 20 - - 20
Membership, dues, and subscriptions - 5,452 5,617 5,452 16,521
Miscellaneous - 9,236 10,682 9,236 29,154
Occupancy - 5,252 5,404 5,245 15,901
Office expenses - 7,581 7,813 7,581 22,975
Payroll taxes - 16,980 21,832 9,703 48,515
Professional fees - 1,090 49,148 1,090 51,328
Program expense 4,677 - 8,708 13,385
Retirement plan contributions - 6,822 8,771 3,898 19,491
Salaries and wages - 220,996 284,137 126,283 631,416
Travel - 40 40 40 120
Total functional expenses $ 3,555,915 $ 443,549 $ 517,043 $ 226,340 4,742,847
Less expenses allocated to funds held for others (63,976)
$ 4,678,871

See Notes to Consolidated Financial Statements.




The Community Foundation San Luis Obispo County

Consolidated Statement of Functional Expenses

Grant disbursements
Advertising

Consulting

Cost of sales of real estate
Depreciation

Employee benefits

Fund operation expenses
Information technology
Insurance

Licenses and permits
Membership, dues, and subscriptions
Miscellaneous

Occupancy

Office expenses

Payroll taxes

Professional fees

Retirement plan contributions
Salaries and wages

Travel

Total functional expenses

Less expenses allocated to funds held for others

See Notes to Consolidated Financial Statements.

Year Ended December 31, 2020

Program Services Management  Fundraising
Grants Other & General & Development Total

$ 4,423,069 $ - $ - $ - $ 4,423,069
- 3,109 3,204 3,109 9,422

- - 44,681 - 44,681

- 59,581 - - 59,581

- 17,503 18,034 17,503 53,040

- 21,771 27,991 12,441 62,203

- 116,867 - - 116,867

- 16,672 17,177 16,672 50,521

- 1,082 14,641 618 16,341

- 7,717 - - 7,717

- 5,384 5,547 5,384 16,315

- 6,739 20,622 6,738 34,099

- 5,566 5,703 5,536 16,805

- 5,673 5,844 5,673 17,190

- 15,719 20,210 8,982 44911

- 728 47,724 728 49,180

- 4,697 6,039 2,684 13,420

- 243,458 313,017 139,119 695,594

- 53 57 54 164

$ 4,423,069 $ 532,319 $ 550,491 $ 225,241 5,731,120
(59,889)

$ 5,671,231



The Community Foundation San Luis Obispo County

Consolidated Statements of Changes in Net Assets
Years Ended December 31, 2021 and 2020

Without Donor With Donor
Restrictions Restrictions Totals
Net Assets - December 31, 2019 $ 12,361,320 $ 49,124,945 $ 61,486,265
Change in net assets 188,459 1,672,143 1,860,602
Net Assets - December 31, 2020 12,549,779 50,797,088 63,346,867
Change in net assets 1,025,746 8,800,343 9,826,089
Net Assets - December 31, 2021 $ 13,575,525 § 59,597,431 $ 73,172,956

See Notes to Consolidated Financial Statements.




The Community Foundation San Luis Obispo County

Consolidated Statements of Cash Flows
Years Ended December 31, 2021 and 2020

2021 2020

Cash flows from operating activities:
Change in net assets $ 9,826,089 $ 1,860,602
Adjustments to reconcile change in net assets
to net cash provided by (used in) operating activities:

Contributions restricted for endowments (5,293,077) (803,475)
Depreciation 52,265 53,040
Net realized and unrealized gain on investments (5,008,636) (3,947,336)
Realized loss on real estate sold - 85,000
Change in value of split interest agreement (62,738) (153,968)
Change in operating assets and liabilities:
Prepaid expenses and other assets 14,505 (21,404)
Accounts payable 1,329 (5,435)
Accrued compensation 5,783 4,497
Grants payable 161,064 25,952
Agency funds held for others 348,628 (1,090,307)
Deferred revenue 25,000 -
Net cash provided by (used in) operating activities 70,212 (3,992,834)

Cash flows from investing activities:

Purchase of investments (6,936,224) (7,777,042)
Proceeds from sale of investments 3,072,276 10,893,644
Collections of notes receivable - 2,771
Proceeds from sale of real estate - 465,000
Purchase of property and equipment (63,144) (11,053)
Net cash provided by (used in) investing activities (3,927,092) 3,573,320

See Notes to Consolidated Financial Statements.



The Community Foundation San Luis Obispo County

Consolidated Statements of Cash Flows - Continued
Years Ended December 31, 2021 and 2020

Cash flows from financing activities:
Contributions restricted for endowments

Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Cash and cash equivalents
Available for operations, including board reserved funds
Available for specific purposes

Total cash and cash equivalents

See Notes to Consolidated Financial Statements.
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2021 2020

5,293,077 803,475
5,293,077 803,475
1,436,197 383,961
4,325,950 3,941,989
5,762,147 4,325,950
1,432,833 1,153,815
4,329,314 3,172,135
5,762,147 4,325,950




The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements
Note 1. Operations and Summary of Significant Accounting Policies

Nature of operations:

The Community Foundation San Luis Obispo County (“the Foundation") is a California
non-profit, non-stock, public benefit corporation that was incorporated on May 9, 1998,
under the laws of the State of California. The mission of The Community Foundation San
Luis Obispo County is to make a difference through philanthropic leadership. The
Foundation administers various funds contributed by individuals, organizations, and
businesses. The funds are managed as a pool of assets. A percentage of the funds' assets are
distributed to local non-profit organizations in the form of grants or to local students in the
form of scholarships. The Foundation’s activities are conducted by the Board of Directors,
Chief Executive Officer and supporting staff.

Principles of consolidation:

The accompanying consolidated financial statements as of December 31, 2021 and 2020
include the financial statements of the Foundation and the Real Estate Foundation of San
Luis Obispo County, which is a supporting organization under the control of the
Foundation. The supporting organization is a separate legal entity under Section 509(a)(3)
of the Internal Revenue Code (IRC) and has its own board of directors and uses the
Foundation to administer and invest their assets as a fiduciary agent. The total net asset
balance of the Real Estate Foundation as of December 31, 2021 and 2020 was $426,286 and
$454,473, respectively. Intercompany transactions and balances have been eliminated in the
consolidation.

Basis of accounting:

The financial statements are presented on an accrual basis, which recognizes income when
performance obligations are met, and expenses when incurred, and in accordance with
accounting principles generally accepted in the United States of America (GAAP).

Financial statement presentation and net assets:

In order to accommodate the various alternatives for donors’ distribution objectives, the
Foundation’s records are maintained in accordance with the principles of fund accounting.
This is the procedure by which resources are classified for accounting and reporting
purposes into funds established according to their nature and purpose. Separate accounts are
maintained for each fund.

The Foundation has presented its consolidated financial statements in accordance with
generally accepted accounting principles for not-for-profit organizations. Under this
guidance, the Foundation is required to report information regarding its financial position
and activities according to two classes of net assets: without donor restrictions or with
donor restrictions.

The Foundation reports contributions as with donor restrictions if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires,
that is, when a stipulated time restriction ends or a purpose restriction is accomplished, net
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The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

assets with donor restrictions are reclassified to net assets without donor restrictions and
reported in the consolidated statement of activities as net assets released from restrictions.

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 restrictions. The governing board has designated,
from net assets without donor restrictions, net assets for an operating reserve, capital
reserve, and for investment in the endowment pool with earnings to be used for general
operations or discretionary grants. Donor advised funds are considered without donor
restrictions since the board has variance power and the funds are available for
distribution upon recommendation by the donor.

Net Assets With Donor Restrictions: Net assets subject to donor-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. Gifts of long-lived assets and gifts of cash restricted for the
acquisition of long-lived assets are recognized as revenue when the assets are placed in
service.

Use of estimates:

The preparation of the consolidated financial statements in conformity with U.S. generally
accepted accounting principles (U.S. GAAP) requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Actual results could differ
from those estimates. Significant estimates used in preparing these consolidated financial
statements include those assumed in computing the estimated fair value of the split interest
agreements and the hedge funds, the estimated value of contributed real estate, and the
functional allocation of expenses.

Cash and cash equivalents:

The Foundation considers cash equivalents to be all highly liquid debt instruments with a
maturity of three months or less. Cash and cash equivalents consist mainly of cash and
money market funds and are valued using Level 1 inputs as discussed in Note 4.

Cash and highly liquid financial instruments restricted to building projects, endowments
that are perpetual in nature, or other long-term purposes are excluded from this definition.

Concentrations of credit risk:

The Foundation maintains cash balances at financial institutions located in California.
Certain accounts at each institution are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. At times during the years ended December 31, 2021
and 2020, the Foundation held cash in excess of federally insured limits at Pacific Premier
Bank; however, the Foundation has an agreement with Pacific Premier Bank to collateralize

_12-



The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

and therefore guarantee all deposits in excess of $250,000 for the Foundation up to a certain
limit.

The Foundation invests in various types of cash equivalents, such as marketable securities
and money market funds. The Foundation has established guidelines relative to
diversification and maturities that target certain safety and liquidity risk levels. These
guidelines are periodically reviewed and modified.

The Foundation also invests in various investment securities. Investment securities in
general, are subject to various risks, such as interest rate, credit and overall market
volatility. Due to the level of risk associated with certain investment securities, it is
reasonably possible that changes in the value of investment securities will occur in the near
term and that such change could materially affect the amounts reported in the consolidated
financial statements.

Investment valuation and income recognition:

The Foundation's investments are stated at fair market value in the consolidated statement
of financial position, with all gains and losses included in the consolidated statement of
activities. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. See
Note 4 for discussion of fair value measurement.

Investments acquired by gift are recorded at their fair market value at the date of the gift.
The Foundation’s policy is to liquidate all gifts of investments as timely as possible, taking
into consideration the impact on market price.

Investments are made according to the Investment Policy adopted by the Foundation’s
Board of Directors and monitored by an outsourced fund manager. These guidelines
provide for a balanced diversified portfolio with investments in equities, fixed income and
other securities with performance measured against appropriate indices. Outside parties are
contracted by the Foundation for the purpose of providing investment management.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Realized
gains or losses on the sale of marketable securities are calculated using the specific-
identification method. Unrealized gains and losses represent the change in the fair market
value of the individual investments for the year, or since the acquisition date, if acquired
during the year.

Real estate held for sale:

The Real Estate Foundation receives donated land and property to further assist donors in
building an enduring source of charitable funds. Real estate held for sale is valued at the
fair value at the time of the donation (on a non-recurring basis) based on independent
valuations or pending sales contracts.
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The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

Investment, administrative and management fees:

Investment, administrative, and management fees are recognized in the fiscal year in which
they occur.

The Foundation charges an administrative fee internally for endowed and non-endowed
funds under management. These fees help fund general operations, and are recorded
internally both as revenue and expense. The fees have been netted for financial statement
presentation as the fees do not come from sources external to the Foundation.
Administrative fees charged to the internal funds and netted to zero against the expense
totaled $796,375 and $706,115, for the years ended December 31, 2021 and 2020,
respectively.

Investment and management fees are net against investment earnings in net realized and
unrealized gain or loss on investments.

Notes receivable:

Notes receivables are funds advanced to other organizations or individuals. Notes
receivable are periodically evaluated for collectability based on past credit history and their
current financial condition. Provisions for losses on notes receivable are determined on the
basis of loss experience, known and inherent risks in the loan portfolio, the estimated value
of underlying collateral, and current economic conditions. No such provision for loss was
considered necessary by management at December 31, 2021 and 2020.

Property and equipment:

Purchased property and equipment are stated at cost; donated assets are valued at their
estimated fair value on the date donated. All assets are depreciated over estimated useful
lives on a straight-line basis. Repairs and maintenance and small equipment purchases are
expensed as incurred. Expenditures that significantly increase asset values or extend useful
lives are capitalized. Acquisitions of property and equipment in excess of $500 that meet
the capitalization requirements are capitalized. Upon retirement, sale or other disposition of
property and equipment, the cost and accumulated depreciation are eliminated from the
accounts and gains, or losses are included on the statement of activities.

Estimated useful lives are as follows:

Years
Building 40
Building improvements 5-15
Furniture, fixtures, and equipment 3-7

Split interest agreements:

The Foundation has irrevocable remainder beneficiary interests in split interest agreements
whose maturities are based on the life expectancy of the income beneficiaries (See Note 5).
The Foundation is the trustee and beneficiary of the remainder interests in charitable
remainder trust funds, which are held by another party as the agent for management
purposes. The Foundation makes distributions to the income beneficiary for a given term
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The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

and then at the end of the term, the remaining assets in the trust will be transferred to the
Foundation. The Foundation has recorded the assets related to these funds, as well as the
liabilities to the lifetime beneficiaries at the net present value of the estimated future
payments. The excess of contributed assets over the trust liability is recorded as a
contribution with donor restrictions until such amount is received via trust distribution or is
expended in satisfaction of the donor-restricted purpose stipulated by the trust agreement,
or both, if any. At that time, net assets with donor-imposed time or purpose restrictions are
released to net assets without restrictions, and net assets with donor restrictions that are
perpetual in nature and transferred to the endowment. In subsequent years, the liability for
future trust payments to the donor is reduced by payments made to the donor is adjusted to
reflect amortization of the discount and changes in actuarial assumptions at the end of the
year.

The Foundation is also the beneficiary of the remainder interest in a charitable gift annuity,
in which a third party is the trustee. The Foundation has recorded the assets related to this
charitable gift annuity at the net present value of the estimated future amount to be
received.

The change in fair value of these assets is included in the change in value of split interest
agreements on the statement of activities.

Charitable gift annuities license:

The Foundation has a California insurance license, allowing it to offer charitable gift
annuities. Charitable gift annuities are recognized in the period in which the contract is
executed. The assets received are recognized at fair value when received, and an annuity
payment liability is recognized at the present value of future cash flows expected to be paid
to the lifetime beneficiary, based on current life expectancy tables and a discount rate equal
to the rate of return on the investment as initially agreed upon with the donor. In the cases
where the Foundation sells or insures the annuity payment liability, no amounts are
recorded on the statement of financial position. As of December 31, 2021, the Foundation
has not issued any charitable gift annuities.

Grants payable:

Grants are made from available principal and income in accordance with the designation of
the donors. The Foundation records a liability for grants when they have been approved by
the Board of Directors.

Agency funds held for others:

The Foundation receives and distributes assets under certain agency and intermediary
arrangements. The Foundation follows the authoritative guidance in the Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) topic for
Not-for-Profit Entity, Revenue Recognition, Agent. This Standard establishes standards for
transactions in which the Foundation accepts assets from a donor and agrees to transfer
those assets, the return on investment of those assets, or both, to a not-for profit
organization that is specified by the donor. This Standard specifically requires that if a not-
for-profit organization establishes a fund at a community foundation with its own funds and

-15 -



The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

specifies itself or its affiliate as the beneficiary of that fund, the Foundation must account
for the transfer of such assets as a liability.

The liability is reflected under agency funds held for others on the accompanying
statements of financial position. In addition, related amounts received or distributed,
investment income or loss, and expenses are presented separately on the accompanying
statements of activities.

Contributions:

All contributions are considered to be available for use and without donor restrictions
unless specifically restricted by the donor. All pledges and amounts received that are donor
restricted for future periods or donor restricted for specific purposes are reported as net
assets with donor restrictions. The restricted net assets are reclassified to net assets without
donor restrictions and are reported in the statement of activities as net assets released from
restriction when the donor stipulated time restriction ends or the purpose restriction is
accomplished by the Foundation. Contributions of assets other than cash, which are
primarily donated investment securities, are recorded at estimated fair market value at the
time of receipt and are liquidated as soon as feasible. Conditional promises are not
recognized until they become unconditional, that is, when the conditions on which they
depend are substantially met.

Contributed services:

Contributed services are recorded in the consolidated financial statements to the extent that
those services create or enhance a nonfinancial asset or meet the following criteria: a) the
service requires specialized skills, b) the service is provided by individuals who possess
those skills, and ¢) the service would typically need to be purchased if not contributed. For
the years ended December 31, 2021 and 2020, there were also amounts that did not meet
the criteria for recognition as described above, despite the considerable value of donated
time by volunteers and board members to the mission of the Foundation.

Income tax status:

The Foundation’s activities are generally exempt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code and Section 23701(d) of the California
Franchise Tax Code except for unrelated business income tax, if any. Unrelated business
income tax is tax on income generated by an activity that is unrelated to the tax-exempt
purpose of the organization, it is a trade or business, is regularly carried on, and is not
substantially related to the organization’s exempt purpose. Since the Foundation is exempt
from federal and state income tax liability and does not engage in any activities that would
generate unrelated business income tax, no provision is made for current or deferred income
tax expense.

For the years ended December 31, 2021 and 2020, management of the Foundation is not
aware of any material uncertain tax positions to be accounted for in the consolidated
financial statements under the principles of the Income Taxes topic of the FASB ASC. The
Foundation recognizes interest and penalties, if any, related to unrecognized tax benefits in
interest expense.
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The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

All tax-exempt entities are subject to review and audit by federal, state and other applicable
agencies. Such agencies may review the taxability of unrelated business income, or the
qualification of the tax-exempt entity under the Internal Revenue Code and applicable state
statutes. Management has determined that each entity is not subject to unrelated business
income tax and have not filed an Exempt Organization Business Income Tax Return (Form
990-T) with the IRS.

Functional expense allocations:

Expenses that can be identified with a specific program or supporting service are charged
directly to the program or supporting service. Expenses which apply to more than one
functional category have been allocated based on estimates made by management.

Advertising:

The Foundation expenses marketing costs as incurred. Advertising expense was $10,845
and $9,422 for the years ending December 31, 2021 and 2020, respectively.

Recent accounting pronouncements:

The FASB issued ASU 2016-02, Leases (Topic 842). This new standard amends a number
of aspects of lease accounting, including requiring lessees to recognize operating leases
with a term greater than one year on their balance sheet as a right-of-use asset and
corresponding lease liability, measured at the present value of the lease payments. The new
standard is now effective for fiscal years beginning after December 15, 2021, which means
that it will be effective for the Foundation for the year beginning January 1, 2022. The new
standard is required to be adopted using a modified retrospective approach. Management
will be evaluating the potential impact of the new guidance and is currently uncertain what
impact the pronouncement will have on the financial statements, if any.

Note 2. Liquidity and Availability

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

Operating fund $ 774,028
Operating reserve 525,315
Real Estate Foundation cash 76,286
Line of credit available 50,000
Money market 5,082,773
Investments for board designated endowments 8,181,969

$ 14,690,371

Occasionally, the Board designates a portion of any operating surplus to its operating
reserve, which was $525,315 as of December 31, 2021. As part of the Foundation’s
liquidity management, financial assets are structured to be available as its general
expenditures, liabilities and other obligations come due. Cash in excess of daily
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The Community Foundation San Luis Obispo County
Notes to Consolidated Financial Statements

requirements is invested in money market funds and short-term investments. To help
manage unanticipated liquidity needs, the Foundation has a line of credit (see Note 11),
which it could draw upon.

The assets above include $5,082,773 in donor-advised funds and pass-through funds as of
December 31, 2021. The Foundation generally uses these assets for discretionary grant
making based on donor recommendations.

Endowment funds consist of donor-restricted endowments and board-designated
endowments. Income from donor-restricted endowments that is restricted for specific
purposes is not available for general expenditures. As described in Note 8, the Foundation’s
board-designated endowments are subject to an annual spending rate. Although the
Foundation does not intend to spend from this board-designated endowment (other than
amounts appropriated per the board’s annual spending rate approval), these amounts could
be made available if necessary.

Note 3. Property and Equipment

Major classes of property and equipment and accumulated depreciation are as follows at
December 31, 2021 and 2020:

2021 2020
Land $ 425,000 $ 425,000
Building 1,275,000 1,275,000
Building improvements 215,471 181,676
Furniture, fixtures, and equipment 147,688 -
Construction in Progress 12,229 130,568

2,075,388 2,012,244
Less accumulated depreciation (578,403) (526,138)

Total property and equipment $ 1,496,985 $ 1,486,106

Depreciation expense for the years ended December 31, 2021 and 2020 was $52,265 and
$53,040, respectively.
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The Community Foundation San Luis Obispo County

Notes to Consolidated Financial Statements

Note 4. Investments and Fair Value Measurements

Investments consist of the following at December 31, 2021 and 2020:

2021 2020

Domestic equities $ 28,124,854 $ 11,606,857
International equities 13,056,793 11,458,020
Open-ended mutual funds 2,530,789 4,511,991
Close-ended funds and exchange traded funds 3,039,226 14,086,730
Fixed income 16,071,552 13,370,515
Hedge funds 1,917,972 1,731,588
Cash equivalents in endowment pool 1,621,341 724,242

Total investments $ 66,362,527 $ 57,489,943

Investments are measured at fair market value on a recurring basis. Generally accepted
accounting principles establishes a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to measurements involving significant unobservable
inputs (Level 3 measurements). The three levels of the fair value hierarchy are as follows:

e Level 1 inputs are unadjusted quoted market prices in active markets for identical
assets or liabilities that the Foundation has the ability to access at the measurement
date.

e Level 2 inputs are based on significant observable inputs, including unadjusted
quoted market prices for similar assets and liabilities in active markets, unadjusted
quoted prices for identical or similar assets or liabilities in markets that are not
active, or inputs other than quoted prices that are observable for the asset or liability.

e Level 3 inputs are significant unobservable inputs for the asset or liability.

The level of the fair value hierarchy within which a fair value measurement in its entirety
falls is based on the lowest level input that is significant to the fair value measurement in its
entirety.

Investments are stated at fair value, which is based on quoted market prices, except for
alternative investments for which quoted market prices are not available. The Foundation
has alternative investments in hedge funds. Domestic equities, international equities, mutual
funds, exchange traded funds, and fixed income are classified within Level 1 and fair value
is based on quoted market prices. The hedge funds are classified as Level 3. The fair value
of the hedge funds has been estimated using the net asset value per share of the investments
provided by the hedge fund managers and lags one quarter due to timing.
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The following table sets forth by level, within the fair value hierarchy, the Foundation’s
financial instruments at fair value as of December 31, 2021:

Level 1 Level 3

Domestic equities $ 28,124,854 $ -
International equities 13,056,793 -
Open-ended mutual funds 2,530,789 -
Close-ended funds and exchange traded funds 3,039,226 -
Fixed income 16,071,552 -
Hedge funds - 1,917,972
Cash equivalents in endowment pool 1,621,341 -

Total investments $ 64,444,555 $ 1,917,972

The following table sets forth by level, within the fair value hierarchy, the Foundation’s
financial instruments at fair value as of December 31, 2020:

Level 1 Level 3

Domestic equities $ 11,606,857 $ -
International equities 11,458,020 -
Open-ended mutual funds 4,511,991 -
Close-ended funds and exchange traded funds 14,086,730 -
Fixed income 13,370,515 -
Hedge funds - 1,731,588
Cash equivalents in endowment pool 724,242 -

Total investments $ 55,758,355 $ 1,731,588

The following table sets forth a summary of changes in the fair value of the Foundation’s
Level 3 investments shown above for the years ended December 31, 2021 and 2020:

Hedge Funds
Balance, at December 31, 2019 $ 1,697,554
Distributions from hedge funds -
Total gains (unrealized and realized),
net of fees 34,034
Balance, at December 31, 2020 1,731,588
Distributions from hedge funds -
Total gains (unrealized and realized),
net of fees 186,384
Balance, at December 31, 2021 $ 1,917,972

Unrealized gains associated with the hedge funds, which are Level 3 financial instruments,
totaled $186,384 and $34,034 for the years ended December 31, 2021 and 2020,
respectively.
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Valuation of the hedge funds are reviewed periodically and determined through
consideration of the net asset values provided by the fund manager and other market

factors. Other factors include, but are not limited to, estimates of liquidation value, prices of
recent transactions in the same or similar funds, current performance, future expectations of
the particular investment, and changes in market outlook and the financing environment.

Hedge funds are recorded at estimated fair value based on the net asset value of the
Foundation’s ownership interest in the partners’ capital, which includes assumptions and
methods that were prepared by the general partner of the limited partnerships. The
Foundation believes that the reported amounts for these investments are a reasonable
estimate of fair value; however could be subject to change in the near term. The following
table represents the valuation techniques used to measure the fair value of the hedge funds,
and the significant unobservable inputs and ranges of values for those inputs.

Principal Range of
valuation Unobservable significant
Fair value technique inputs input values

Net asset value
$1,917,972 as of the

Hedge funds of 2021; Foundation's Ir:r]ieci[iment annuall
& $1,731,588 as ownership I()li uidity) Y
0of 2020 interest in the q y

partner's capital

Note 5. Split Interest Agreements
Charitable Remainder Trusts:

The Foundation is named the beneficiary of the remainder interest in two charitable
remainder trusts. At the time of the trust agreement being initially executed with the
Foundation, contribution revenue was recognized using the fair value of the assets less the
present value of the payments expected to be made to the beneficiaries. In subsequent years,
the liability for future trust payments to the donor is reduced by payments made to the
donor and is adjusted to reflect the updated present value calculation. The present value of
the liability is calculated by using recent life expectancy tables and risk adjusted discount
rates.

The Foundation is the trustee, and as such the assets and liabilities are shown on the
statement of financial position on a gross basis. As of December 31, 2021, the gross asset
value is $2,649,887 and the estimated present value of the liability to the beneficiaries is
$769,860. As of December 31, 2020, the gross asset value was $2,558,579 and the
estimated present value of the liability to the beneficiaries was $741,138. The assets are
held in trust accounts and are invested in equities, mutual funds, and fixed income
securities.
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Charitable Gift Annuities:

The Foundation was named the beneficiary of the remainder interest, or a portion thereof, in
one charitable gift annuity which was held as of December 31, 2021 and 2020. Contribution
revenue and the related assets are recognized using the fair value of the Foundation’s
interest in the assets less the present value of the payments expected to be made to the
beneficiaries. The present value is calculated by using recent life expectancy tables and risk
adjusted discount rates. The Foundation is not the trustee, and as such the asset and liability
are shown on a net basis on the statement of financial position. At December 31, 2021 and
2020, the beneficial interest in the charitable gift annuities was $2,668 and $2,516,
respectively.

The valuation of split interest agreements falls into the Level 3 category of the fair value
hierarchy, as discussed in Note 4.

The following table sets forth a summary of changes in the fair value of the split interest
agreements, on a net basis, which are Level 3 assets, for the years ended December 31,
2021 and 2020:

Split Interest

Agreements
Balance, at December 31, 2019 $ 1,665,989
Total gains/losses (unrealized and realized) 153,968
Balance, at December 31, 2020 1,819,957
Total gains/losses (unrealized and realized) 62,738
Balance, at December 31, 2021 $ 1,882,695

The following table represents the valuation techniques used to measure the fair value of
the split interest agreements, and the significant unobservable inputs and ranges of values
for those inputs.

Principal Range of
valuation Unobservable signigicant
Fair value technique inputs input values
51,882,695 Net present Discount rate 3-4%
. value of the
Split interest ~ at 2021; estimated
agreements $1,819,957 future value fo Years
at 2020 remaining 3-8

be received
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Note 6. Notes Receivable and Note Payable

In 2018, the Real Estate Foundation was assigned a note receivable with a principal balance
of $700,000 from a donor. The note is secured by real property, with monthly payments of
interest only in the amount of $2,771, at the rate of 4.75%. The principal and any unpaid
accrued interest are due on June 1, 2028. Under an MOU agreement, as interest payments
are received, the amounts are split and paid to The Community Foundation San Luis
Obispo County and the Santa Barbara Foundation after deducting a loan servicing fee by
the Real Estate Foundation. Under the MOU, when the principal is collected, 50% will be
payable to the Santa Barbara Foundation. This has been recorded as a note payable since it
is due to an outside organization after collected. The other half will be transferred from the
supporting organization (Real Estate Foundation) to the Organization (The Community
Foundation San Luis Obispo County) and will be recorded at the time of transfer into the
fund.

In 2018, the Foundation entered into a mission related investment, note receivable with a
principal balance of $350,000 with the San Luis Obispo County Housing Trust Fund. The
note is unsecured with interest only payments at 3%, paid quarterly, with full loan balance
due on August 31, 2023. In 2019, the Foundation entered into another mission related
investment, note receivable with a principal balance of $100,000 with the San Luis Obispo
County Housing Trust Fund. The note is unsecured with interest only payments at 3%, paid
quarterly, with full loan balance due on July 15, 2024.

Note 7. Endowment Funds

The Foundation’s endowment (the Endowment) consists of approximately 164 individual
funds. Funds are established by donors to provide annual funding for specific activities and
general operations. The Endowment also includes certain net assets without donor
restrictions that have been designated for endowment by the Board of Directors.

The Board of Directors has interpreted the California Uniform Prudent Management of
Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the
original gift as of the date of the donor-restricted endowment funds, unless there are explicit
donor stipulations to the contrary. As a result of this interpretation, the Foundation retains
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 the Foundation in a manner consistent with the standard of prudence
prescribed by UPMIFA. The Foundation considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

The duration and preservation of the fund

The purposes of the organization and the donor-restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
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e Other resources of the organization
¢ The investment policies of the organization

Investment and Spending Policies:

The Foundation’s endowment investment policy is based on fundamental financial
principles that include prudent asset allocation, risk assessment and long-term planning.
The investment policy emphasizes total return, which allows the funds to utilize current
income (dividend and interest) and aggregate return from capital appreciation, in an 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. Within this framework,
specific investment objectives for endowment investments include liquidity, preservation of
capital, preservation of purchasing power, and long-term growth of capital.

The investment policy establishes an achievable return objective through diversification of
asset classes. The current long-term objective is to produce a minimum annual compound
total rate of return in excess of the asset-weighted blend of appropriate indices for each of
the money managers for the equity portfolio and a minimum annual compound total rate of
return in excess of the Barclay’s Aggregate Bond Index for the fixed income portfolio.
Actual returns in any given year may vary from this amount.

To satisfy its long-term rate-of-return objectives, the Foundation relies on a total return
strategy in which investment returns are achieved through both capital appreciations
(realized and unrealized) and current earnings (interest and dividends). The Foundation
targets a diversified asset allocation.

Endowment funds are maintained in pooled investment portfolios. Interest, dividends, and
realized and unrealized gains and losses in the investment pools are allocated monthly to
the endowment funds in proportion to each fund’s share in the investment pools.

The Foundation’s spending policy calculates the amount of money annually available to
spend from the Foundation’s endowed funds for grant making. The spending policy is
approved on an annual basis by the Board of Directors.

The Foundation spending policy is calculated as of December 31 each year, and currently
allocates 3.75 % per annum of the average net value of a fund invested in the pool,
calculated over the last twelve quarters, to each fund’s “Available to Spend” balance, which
is available for granting in future years. If a fund has a lower amount of accumulated
earnings than the calculated available to spend for the upcoming year, Available to Spend
will be limited to the amount of its accumulated earnings.

Over the long-term, the Foundation expects current spending policy to allow its endowment
assets to provide real growth over the average rate of inflation annually. This is consistent
with the objective to maintain purchasing power of endowment assets as well as to provide
additional real growth through new gifts and investment returns. The spending policy was
3.75% and 4.00% for the years ended December 31, 2021 and 2020. There were no other
changes made to the spending policy for the years ended December 31, 2021 and 2020.
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At December 31, 2021, the Foundation had the following endowment net asset composition
by type of fund:

Without
Donor With Donor
Restrictions Restrictions Total
Board designated endowment funds $ 8,244,347  § - $ 8,244,347
Donor restricted endowments with
principal to be held in perpetuity - 24,408,060 24,408,060
Accumulated investment gains - 7,445,025 7,445,025
Donor restricted endowments in
which principal may be distributed
for specified purpose - 24,194,572 24,194,572
Total $ 8,244347 § 56,047,657 $ 64,292,004

At December 31, 2020, the Foundation had the following endowment net asset composition
by type of fund:

Without
Donor With Donor
Restrictions Restrictions Total
Board designated endowment funds $ 8,053,509 $ - $ 8,053,509
Donor restricted endowments with
principal to be held in perpetuity - 22,939,594 22,939,594
Accumulated investment gains - 5,686,492 5,686,492
Donor restricted endowments in
which principal may be distributed
for specified purpose - 19,255,251 19,255,251
Total $ 8,053,509 $ 47,881,337 $ 55,934,846
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The changes in endowment net assets for the years ended December 31, 2021 and 2020 are
as follows:

Without
Donor With Donor
Restrictions Restrictions Total
Endowment net assets,
December 31, 2019 $ 7,897,843 § 46,145,387 $ 54,043,230
Investment return, net 701,306 4,535,752 5,237,058
Contributions 700 803,475 804,175
Transfers (225,660) (70,828) (296,488)
Appropriation of endowment
assets for expenditure (320,680) (3,532,449) (3,853,129)
Endowment net assets,
December 31, 2020 8,053,509 47,881,337 55,934,846
Investment return, net 845,255 5,664,064 6,509,319
Contributions 1,711 5,293,077 5,294,788
Transfers (251,300) 166,581 (84,719)
Appropriation of endowment
assets for expenditure (404,828) (2,957,402) (3,362,230)
Endowment net assets,
December 31, 2021 $ 8,244347 § 56,047,657 $ 64,292,004

From time to time, certain donor-restricted endowment funds may have fair market values
less than the amount required to be maintained by donors or by law (underwater
endowments). The Foundation has interpreted UPMIFA to permit spending from
underwater endowments in accordance with prudent measures required under law. This
excess amount totaled $27,396 and $33,783 as of December 31, 2021 and 2020,
respectively, and related to 9 and 5 different permanent endowment funds in 2021 and
2020, respectively. There was no aggregate deficiency when adding all of the endowment
funds with donor restrictions as of December 31, 2021 and 2020, respectively.
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Note 8. Net Assets Released from Restrictions

Net assets were released from donor restrictions by incurring expenses satisfying the
restricted purpose or by occurrence of the passage of time or other events specified by the

donors as follows for the years ended December 31, 2021 and 2020:

2021 2020
Purpose or other restriction accomplished $ 856,565 876,141
Release of earnings on perpetual endowment 1,225,009 1,263,243
Release of spendable endowment 1,732,391 2,269,209
Total net assets released from restrictions $ 3,813,965 4,408,593

Note 9. Grants Payable and Expense
As of December 31, 2021 and 2020, grants payable were as follows:

2021 2020
Payable within one year $ 317,259 156,195
Payable within two to five years 137,000 137,000
Total grants payable $ 454,259 293,195

Grants are approved and made by the board and are recorded when approved and all

conditions have been met.

The break out of grant expense for the years ended December 31, 2021 and 2020 is as

follows:
2021 2020

Health and human services $ 1,060,557 1,469,637
Education 641,445 434,798
Community engagement 520,287 1,971,476
Arts 323,053 503,654
Scholarships 337,278 306,927
Disaster relief 708,530 1,025,646

Total grants and philanthropic distributions $ 3,591,150 5,712,138

Note 10. Line of Credit

The Foundation has a line of credit with Pacific Premier Bank, allowing for borrowings up
to $50,000 with a maturity date of September 1, 2022. Interest accrues at a variable rate of
Wall Street Journal Prime with a minimum rate of 4.25%. There was no outstanding

balance on the line of credit at December 31, 2021 and 2020.
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Note 11. Functionalized Expenses — Methods used for Allocations

The financial statements report certain categories of expenses that are attributed to more
than one program or supporting function. Therefore, expenses require allocation on a
reasonable basis that is consistently applied. The expenses that are allocated include
insurance, depreciation, contract services, promotion and publication, salaries, benefits, and
payroll taxes, which are allocated on the basis of estimates of time and effort.

Note 12. Agency Funds Held for Others

When a not-for-profit organization establishes a fund at the Foundation with its own funds
and specifies itself or its affiliate as the beneficiary of the fund, the Foundation accounts for
the transfer of such assets as a liability. In addition, the related amounts received or
distributed, investment income or loss, and expenses are excluded from the consolidated
statement of activities. Agency funds held for others totaled $2,604,796 and $2,256,168
December 31, 2021 and 2020, respectively, for funds set up by unaftfiliated non-profit
organizations for their own benefit with the Foundation holding the assets.

Note 13. Concentrations - Major Contributions

For the year ended December 31, 2021, approximately 59%, or $5,013,296, of the
Foundation’s contribution revenue came from four donors. For the year ended December
31, 2020, approximately 35%, or $869,279, of the Foundation’s contribution revenue came
from seven donors.

Note 14. Retirement Plan

The Foundation has a 401(k) profit sharing plan (the Plan) that covers all eligible
employees. Employees are eligible to participate in the Plan after one year of eligible
service. Each participant may elect to contribute up to the maximum limit by federal law.
The Foundation makes a 3% safe harbor contribution, and may also make discretionary
contributions. Employer contributions totaled $19,491 and $13,420 for the years ended
December 31, 2021 and 2020, respectively.

Note 15. Related Party Transactions

A past board member served as the executive director of the San Luis Obispo County
Housing Trust Fund, and as such, the mission-related investments to that organization were
considered related party transactions during that time period. During the years ended
December 31, 2021 and 2020, donations were received from board and committee
members. In addition, and $3,778 and $3,716 of internet and marketing services were
purchased from companies owned by board and committee members, during the years
ended December 31, 2021 and 2020, respectively.
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Note 16. Paycheck Protection Program and COVID-19 Impact

In April 2020, the Foundation was granted a $100,050 forgivable loan under the Paycheck
Protection Program (PPP) of the CARES Act to manage cash flows and meet expenditures
as they come due. In April 2021, the Foundation was given official forgiveness of the loan
amount, as the funds were used for qualifying expenses. The Foundation is accounting for
the loan as a conditional contribution under the accounting guidance. The Foundation

substantially met all conditions for forgiveness during the year ended December 31, 2020,

and recorded revenue, included in miscellaneous income, in connection with the forgiven
PPP loan during 2020.

In March 2021, the Foundation was granted a $112,717 forgivable loan under the Paycheck
Protection Program (PPP) of the CARES Act to manage cash flows and meet expenditures
as they come due. In December 2021, the Foundation was given official forgiveness of the
loan amount, as the funds were used for qualifying expenses. The Foundation is accounting
for the loan as a conditional contribution under the accounting guidance. The Foundation
substantially met all conditions for forgiveness during the year ended December 31, 2021,

and recorded revenue, included in miscellaneous income, in connection with the forgiven
PPP loan.

Note 17. Subsequent Events

The date to which events occurring after December 31, 2021 have been evaluated for
possible adjustment to the consolidated financial statements or disclosure is June 1, 2022,
which is the date on which the consolidated financial statements were available to be
issued.
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