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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees of
The DuPage Community Foundation
Wheaton, Illinois

We have audited the accompanying financial statements of THE DUPAGE COMMUNITY FOUNDATION,
which comprise the statement of financial position as of June 30, 2014, and the related statements of activities
and change in net assets and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit 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 judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The DuPage Community Foundation as of June 30, 2014, and the changes in its net assets and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of

America.

PK' 1901 S. Mevers Road, Suite 500 -~ Oakbrook Terrace, Illinois 60181-5209

A PKF International Member Firm 630.545.4500 main - 630.574.7818 fax \f\f\,\'w.&\'olf\(‘pa.(*om



Report on Summarized Comparative Information

We have previously audited The DuPage Community Foundation’s 2013 financial statements, and we expressed
an unmodified audit opinion on those audited financial statements in our report dated January 27, 2014. In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30, 2013, is
consistent, in all material respects, with the audited financial statements from which it has been derived.

Oakbrook Terrace, Illinois 4 67“‘? Lt p
October 9, 2014 UP%



THE DUPAGE COMMUNITY FOUNDATION

STATEMENTS OF FINANCIAL POSITION

Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted

Total cash and cash equivalents
Administrative fees receivable
Prepaid expenses and other
Charitable lead trust receivable (Note 8)
Investments (Note 2)
Re-insurance contract (Note 7)
Cash value of life insurance
Property and equipment, net (Note 3)

Total assets

Liabilities:

Accounts payable and accrued expenses

Agency funds (Note 10)
Annuity payable (Note 7)

Total liabilities

Net assets:
Unrestricted (Note 6)
Temporarily restricted (Note 5)
Permanently restricted (Note 5)

Total net assets

Total liabilities and net assets

ASSETS

LIABILITIES AND NET ASSETS

See accompanying notes to the financial statements and independent auditor's report.
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June 30,

2014 2013
$ 284,177 $ 141,829
2,548,947 2,851,049
2,833,124 2,992,878
114,109 95,854
26,097 16,898
229,368 219,239
55,221,367 42,542,847
154,374 183,426
532,024 521,735
426,841 443,151
$ 59,537,304 $ 47,016,028
$ 11,531 $ 18,859
11,929,528 9,875,958
195,637 212,791
12,136,696 10,107,608
8,190,490 5,108,639
7,628,500 4,237,714
31,581,618 27,562,067
47,400,608 36,908,420
$ 59,537,304 $ 47,016,028



THE DUPAGE COMMUNITY FOUNDATION

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

Support and revenue:
Gifts, bequests, and grants
Interest and dividend income
Net investment gains
Fees
Rental income
Net assets released from

restrictions

Total support and revenue

Expenses:
Grants awarded
Grant-making activities
Management and general
Fund raising
Total expenses
Increase in net assets

Net assets, beginning of year

Net assets, end of year

*See Note 4.

For the Year Ended
Temporarily Permanently June 30,
Unrestricted* Restricted* Restricted* 2014 2013

$ 2,629,542 $ 2,315,972 $ 4,145226 $ 9,090,740 $ 4,603,110
126,057 596,920 - 722,977 686,524
838,086 4,035915 - 4,874,001 2,458,745
108,234 - - 108,234 83,250
- - - - 28,635

3,683,696 (3,558,021) (125,675) - -
7,385,615 3,390,786 4,019,551 14,795,952 7,860,264
3,095,458 - - 3,095,458 2,360,061
712,464 - - 712,464 566,505
261,111 - - 261,111 222,049
234,731 - - 234,731 231,269
4,303,764 - - 4,303,764 3,379,884
3,081,851 3,390,786 4,019,551 10,492,188 4,480,380
5,108,639 4,237,714 27,562,067 36,908,420 32,428,040
$ 8,190,490 $ 7,628,500 $ 31,581,618 $ 47,400,608 $ 36,908,420

See accompanying notes to the financial statements and independent auditor's report.

4



THE DUPAGE COMMUNITY FOUNDATION
STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile increase in net assets to
net cash provided by operating activities:
Net investment gains
Depreciation
Non-cash donations
(Increase) decrease in:
Administrative fees receivable
Charitable lead trust receivable
Prepaid expenses and other
Increase (decrease) in:
Accounts payable and accrued expenses
Agency funds
Annuity payable

Net cash provided by operating activities
Cash flows from investing activities:
Purchase of property and equipment
Purchase of investments

Proceeds from sales and maturities of investments

Net cash used in investing activities

Cash flows from financing activities:
Non-cash donations for endowments

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents:
Beginning of year

End of year

Non-cash activities:
Donated property

See accompanying notes to the financial statements and independent auditor's report.

For the Year Ended
June 30,
2014 2013
$10,492,188 $ 4,480,380
(4,874,001) (2,458,745)
16,310 14,590
(2,078,120) (10,372)
(18,255) (15,332)
(10,129) (7,470)
(9,199) (3,982)
(7,328) (64,499)
2,053,570 2,454,029
29,365 29,365
5,594,401 4,417,964
- (11,672)
(22,192,999) (12,225,436)
16,718,811 9,268,421
(5,474,188) (2,968,687)
(279,967) (739,745)
(159,754) 709,532
2,992,878 2,283,346
$ 2,833,124 $ 2,992,878
$ - $ 1,750,000



THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies

Nature of the Organization - The DuPage Community Foundation (Foundation) is a grant-making
foundation created in 1986 to benefit the people of DuPage County, Illinois. The Foundation receives
contributions and bequests into endowment funds. The earnings on these funds are used, according to
donors' wishes, for the Foundation's grant-making and community leadership activities.

Basis of Accounting - The financial statements of the Foundation have been prepared on the accrual
basis of accounting and, accordingly, reflect all significant receivables, payables and other liabilities.

Basis of Presentation - Under generally accepted accounting principles, The Foundation is required to
report information regarding its financial position and activities according to three classes of net
assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets.

Cash and Cash Equivalents - For purposes of the statement of cash flows, the Foundation considers
cash to consist of monies held in demand deposit accounts. Cash equivalents are all unrestricted
highly liquid investments with initial maturity dates of three months or less. Cash and short-term
investments held in bank and brokerage money market accounts are reported as restricted because the
Foundation holds those funds as endowments.

Income Taxes - The Foundation is exempt from federal income tax under Section 501(c)(3) of the
Internal Revenue Code. In addition, the Foundation qualifies for the charitable contribution deduction
under Section 170(b)(1)(A), and has been classified as an organization that is not a private foundation
under Section 509(a)(2). The Foundation recognizes the financial statement impact of a tax position
when it is more likely than not that the position will be sustained upon examination. The Foundation
is no longer subject to U.S. federal, state and local income tax examinations by tax authorities for
years before the year ending June 30, 2011.

Investments - Investments are reported at fair value (see Note 9). Donated investments are reflected as
contributions at their market values at the date the donor relinquishes control.

Property and Equipment - Property and equipment are stated at cost or, if donated, at the approximate
fair market value at the date of donation. The capitalization policy is set at $5,000. Depreciation is
computed using the straight-line method over the estimated useful lives of the assets. When assets are
retired or otherwise disposed of, the cost and related accumulated depreciation are removed from the
accounts, and any resulting gain or loss is reflected in revenue or expense for the period. Estimated
useful lives of depreciable property and equipment are as follows:

Buildings 40 years
Computer software 3 years
Furniture and equipment 5-7 years

Donated Services - The Foundation recognizes the fair value of contributed services received if such
services a) create or enhance nonfinancial assets or b) require specialized skills that are provided by
individuals possessing those skills and would typically need to be purchased if not contributed.




THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (Cont.)

Accounting Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Accounts Receivable - The Foundation considers all accounts receivable to be fully collectible.
Accordingly, no allowance for doubtful accounts is required. If amounts become uncollectible, they
will be charged to the change in net assets when that determination is made.

Restricted and Unrestricted Revenue and Support - Contributions received are recorded as
unrestricted, temporarily restricted or permanently restricted support, depending on the existence
and/or nature of any donor restrictions.

Agency Funds - Funds established by an unrelated not-for-profit organization using its own funds and
for its own benefit are classified by the Foundation as a liability, rather than as a net asset. The
Foundation refers to such funds as agency funds. The Foundation maintains variance power and legal
ownership of agency funds and, as such, continues to report the funds as assets of the Foundation.
The changes in such agency funds are summarized in Note 10, “Agency Funds.”

Grants Authorized But Unpaid - Grants authorized but unpaid at year end, if any, are reported as
liabilities. There were no authorized but unpaid grants at June 30, 2014 and June 30, 2013.

Concentrations - The Foundation routinely maintains balances in financial institutions in excess of the
federally insured amounts. The Foundation has not experienced any losses in such accounts and
believes it is not exposed to any significant credit risk.

Comparative _Information - The financial statements include certain prior-year summarized
comparative information in total but not by net asset class. Such information does not include
sufficient detail to constitute a presentation in conformity with generally accepted accounting
principles. Accordingly, such information should be read in conjunction with the Foundation’s
financial statements for the year ended June 30, 2013, from which the summarized information was
derived.

Statement of Cash Flows (Topic 230): Not for Profit Entities - In October 2012, the Financial
Accounting Standards Board (FASB) issued Accounting Standards Update No. 2012-05, Statement of
Cash Flows (Topic 230): Not for Profit Entities: Classification of the Sale Proceeds of Donated
Financial Assets in the Statement of Cash Flows (ASU No. 2012-05). ASU No. 2012-05 was issued
to address the diversity in practice about how to classify cash receipts arising from the sale of certain
donated financial assets in the statement of cash flows for not-for-profit organizations. ASU No.
2012-05 stipulates that proceeds from the sale of donated financial assets may be classified within
operating activities, financing activities or investing activities with such determination depending on
the intentions and actions of the Foundation and/or donor-imposed restrictions. ASU No. 2012-05 is
effective prospectively for fiscal years beginning after June 15, 2013. The Foundation adopted this
guidance during the year ended June 30, 2014,




THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Summary of Significant Accounting Policies (Cont.)

Reclassifications

Certain 2013 amounts have been reclassified to conform with the 2014 financial statement
presentation. Net assets and changes in net assets are unchanged due to these reclassifications.

Investments

Investments are summarized as follows:

June 30,
2014 2013
Marketable equity securities:
Emerging markets mutual funds $ 2,969,943 $ 2,516,970
International region:
Mutual funds 6,352,724 4,921,302
Common stocks 108,556 36,597
United States:
Mutual funds 21,310,210 16,606,710
Common stocks 5,342,688 1,910,300
Fixed income securities 11,718,946 10,919,395
Funds of hedge funds 4,666,315 3,693,075
Real estate funds/partnership 1,621,697 1,313,383
Private equity 1,093,942 557,793
Commodity funds 36,346 67,322
$ 55,221,367 $ 42,542,847
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Property and Equipment

Property and equipment is summarized as follows:

June 30,
2014 2013
Land $ 95,000 § 95,000
Buildings 379,696 379,696
Computer software 54,838 54,838
Furniture and equipment 43,568 43,568
573,102 573,102
Accumulated depreciation (146,261) (129,951)
Property and equipment, net $§ 426,841 $§ 443,151

Restrictions on Net Assets

Net assets consist of unrestricted operating and board-designated funds as well as temporarily and
permanently restricted donor funds.

Permanently restricted net assets consist of principal contributions which are restricted by donors and
are to be held by the Foundation as permanent endowment funds. Temporarily restricted net assets
consist of contributions received from donors with purpose or time restrictions and net earnings from
permanently restricted net assets that are available for grants for a variety of purposes including arts,
basic human needs, children and youth, environmental, health and scholarships. In certain cases,
grants may be awarded or expenses paid from principal balances, resulting in a release of permanently
restricted funds. Unrestricted net assets consist of donations received by the Foundation which have
not been restricted by the donor and are available for operations and grant-making as deemed by the
Board of Trustees.

Endowment Funds

The Foundation’s endowment consists of approximately 205 individual funds established for a variety
of purposes. Endowments include both donor-restricted funds and funds designated by the Board of
Trustees to function as endowments. As required by generally accepted accounting principles, net
assets associated with endowment funds, including funds designated by the Board of Trustees to
function as endowments, are classified and reported based on the existence or absence of donor-
imposed restrictions.

Management of the Foundation 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, the Foundation classifies as permanently restricted net assets (a) the
original value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts
to the permanent endowment, and (c¢) accumulations to the permanent endowment made in accordance
with the direction of the applicable donor gift instrument at the time the accumulation is added to the



THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Endowment Funds (Cont.)

fund. The remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those amounts
are appropriated for expenditure by the Foundation in a manner consistent with the standard of
prudence prescribed by UPMIFA. In accordance with UPMIFA, the Foundation 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
the Foundation, and (7) the Foundation’s investment policy.

Investment Return Objectives, Risk Parameters and Strategies. The Foundation has adopted
investment and spending policies, approved by the Board of Trustees, for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment funds
while maintaining the purchasing power of those endowment assets over the long term. Accordingly,
the investment process seeks to achieve an after-cost total real rate of return with acceptable levels of
risk, including investment income as well as capital appreciation, which exceeds the annual
distribution. Endowment assets are invested in a well diversified asset mix, which includes equity and
debt securities, that is intended to result in a consistent inflation-protected rate of return that has
sufficient liquidity to make an annual distribution of between 4% and 5%, while growing the funds if
possible. Therefore, the Foundation expects its endowment assets, over time, to produce an average
rate of return, net of fees, of approximately 8% annually. Actual returns in any given year may vary
from this amount. Investment risk is measured in terms of the total endowment fund; investment
assets and allocation between asset classes and strategies are managed to not expose the fund to
unacceptable levels of risk.

Spending Policy. Long-term expectations may be expressed by the following equation currently:

Expected Average Annual Total Return Net of Fees > Grants + Inflation + Administrative
Fees Currently, (8-9% > 4-5% + 3% + 1%)

The Foundation will use the moving average method to plan year-to-year grants in order to reduce
annual variations in the amounts distributed from the aggregate portfolio. The amount will be
determined based on a 12-averaged-quarter moving average of portfolio market value. (That is, the
moving average will be determined in the last quarter of the calendar year based on the twelve
averaged quarters ending September 30 before the calendar year in which the funds are to be spent.)
For funds less than three years old, the market value will be the average of all averaged quarters to
date. This policy creates more consistent and predictable granting by the Foundation over the long
term.
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Endowment Funds (Cont.)

Endowment net asset composition by type of fund as of June 30, 2014 and 2013 are as follows:

June 30, 2014:
Endowment funds:
Donor-restricted
Board-designated

Total funds
June 30, 2013:
Endowment funds:

Donor-restricted
Board-designated

Total funds

* Represents amount by which the endowment assets are less than the donor’s basis.

July 1, 2012:
Contributions
Interest and dividend income
Net investment gains
Amounts appropriated for
expenditure

June 30, 2013:
Contributions
Interest and dividend income
Net investment gains
Amounts appropriated for
expenditure

Total
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Net Assets
$ (902,902) * $§ 7,628,500 $ 31,581,618 $ 38,307,216
8,242 590 - - 8,242,590
$ 7,339,688 $ 7,628,500 $ 31,581,618 $ 46,549,806
$  (990,202) * $ 4237714 $ 27,562,067 $ 30,809,579
5,449,333 - - 5,449,333
$ 4,459,131 $ 4,237,714 $ 27,562,067 $ 36,258,912
Changes in endowment net assets for the years ended June 30, 2014 and 2013 are as follows:
Total
Temporarily Permanently Endowment
Unrestricted Restricted Restricted Net Assets
$ 4,004,472 $ 3,359,719 $ 24,416,159 $ 31,780,350
81,783 1,053,041 3,224,392 4,359,216
114,331 571,675 - 686,006
617,819 2,018,176 - 2,635,995
(359,274) (2,764,897) (78,484) (3,202,655)
4,459,131 4,237,714 27,562,067 36,258,912
2,207,055 2,315,972 4,145,226 8,668,253
125,884 596,920 - 722,804
924,443 4,035,915 - 4,960,358
(376,825) (3,558,021) (125,675) (4,060,521)
$ 7,339,688 $ 7,628,500 31,581,618 $ 46,549,806

June 30, 2014
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6.

THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Unrestricted Net Assets

Unrestricted net assets are available for the following purposes as of June 30:

2014 2013
Operating $ 850,802 $ 649,508
General endowment 8,242,590 5,449,333
Accumulated endowment (902,902) (990,202)
$ 8,190,490 $ 5,108,639

From time to time, the fair value of assets associated with individual endowment funds may fall below
the level that the donor or UPMIFA requires the Foundation to retain as a fund of perpetual duration.
In accordance with generally accepted accounting principles, deficiencies of this nature are reported in
unrestricted net assets. Permanently restricted endowment assets are less than the donor’s basis by
$902,902 and $990,202 as of June 30, 2014 and 2013, respectively. These deficiencies resulted from
unfavorable market fluctuations as well as continued appropriation for expenditures that were deemed
prudent by the Board under the currently adopted spending policy.

Charitable Gift Annuity

In 2004, the Foundation entered into a charitable gift annuity agreement with a donor. The donor
agreed to provide a gift to the fund, in exchange for a lifetime annuity to be paid to the donor. The
present value of the annuity payments expected to be made has been shown as a liability in the
statements of financial position. The gift, net of the annuity liability and expenses related to the
donation, was reported as a contribution in the statement of activities and changes in net assets in the
fiscal year ended June 30, 2005. As required by state law, the Foundation entered into an agreement
with an insurance company to fund payment of the annuity to this donor. The value of this annuity
agreement is reflected as a re-insurance contract in the statements of financial position. It is expected
that the re-insurance contract will offset the annuity liability, resulting in no net impact on the
statement of activities and changes in net assets in future periods. At June 30, 2014 and 2013, the
asset and liability arising from this agreement are reported at $154,374 and $183,426, respectively.

In 2013, the Foundation entered into a charitable gift annuity agreement with a donor. The donor
agreed to provide a gift to the fund, in exchange for a lifetime annuity to be paid to the donor. The
present value of the annuity payments expected to be made has been shown as a liability in the
statements of financial position. The gift, net of the annuity liability and the expenses related to the
donation, was reported as a contribution in the statement of activities and changes in net assets in the
fiscal year ended June 30, 2013. The Foundation met state law requirements and was not required to
enter into an agreement with an insurance company to fund payment of the annuity to this donor. At
June 30, 2014 and 2013, the liability arising from this agreement is reported at $41,263 and $29,365,

respectively.

Charitable Lead Trust

During fiscal year 2009, a donor established a trust with a local foundation naming the Foundation as
one of the lead beneficiaries of a charitable lead annuity trust. Under terms of the split-interest
agreement, the Foundation is to receive 45% of a unitrust amount equal to 4% of the net fair market

12



THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Charitable Lead Trust (Cont.)

value of the assets of the trust valued as of the first business day of each taxable year for the trust, for
a period of 22 years. After that time, the trust is to terminate, and remaining trust assets are to be
distributed to others. The receivable for the split-interest agreement is carried at fair value, which the
Foundation has estimated based on the present value of its expected future cash inflows. Based on the
duration of the trust and a 5% discount rate, the fair value of the Foundation’s interest in the trust was
estimated to be $206,138, which was recorded in 2009 as a temporarily restricted contribution and as
charitable lead trust receivable. The Foundation received $17,686 and $16,206 from the trust in 2014
and 2013, respectively, which was recorded as a reduction in the receivable and a corresponding
reclassification from temporarily restricted to unrestricted net assets. On an annual basis, the
Foundation will revalue the contribution receivable based on annual asset valuation and current
market conditions.

Fair Value Measurement

Generally accepted accounting principles provide a uniform framework for the definition,
measurement and disclosure of fair value measurements. Fair value is defined as the exchange price
that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on
the measurement date. Such accounting guidance also establishes a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value.

The standard describes three levels of inputs that may be used to measure fair value:

Level I: Quoted market prices (unadjusted) for identical assets or liabilities in active markets
that the entity has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices
for similar assets or liabilities, quoted prices in markets that are not active, and other
inputs that are observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect an entity’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

The asset’s fair value measurement level within the fair value hierarchy is based on the lowest level of
any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at June 30, 2014 and 2013.

Investment securities are recorded at fair value on a recurring basis. Fair value measurement is based
upon quoted prices for identical or similar assets, if available. If quoted prices are not available, fair
values are measured using matrix pricing models, or other model-based valuation techniques requiring
observable inputs other than quoted prices such as yield curves, prepayment speeds, and default rates.
Recurring Level 1 securities which include mutual funds, exchange traded fixed income securities,
real estate funds, commodity funds, certain funds of hedge funds, and equity securities are valued
based on quoted prices on nationally recognized security exchanges. Recurring Level 2 securities
include

13



THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Fair Value Measurement (Cont.)

certain mutual funds, fixed income securities, and equity securities that are not
actively traded are valued based on quoted market prices for similar assets and other observable inputs
such as yield curves and default rates. Fair values for assets in Level 3 are calculated using
assumptions about discounted cash flow and other present value techniques.

Fair values of assets measured on a recurring basis at June 30, 2014 and 2013 are as follows:

Fair Value Measurements at
Reporting Date Using
Quoted Prices

in Active
Markets for Significant
Identical Other Significant
Assets/ Observable Unobservable
Liabilities Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 2014:
Marketable equity securities:
Emerging markets
mutual funds $ 2,969,943 $ 1,463,372 $ 1,506,571 $ -
International region:
Mutual funds 6,352,724 2,126,020 4,226,704 -
Common stocks 108,556 108,556 - -
United States:
Mutual funds 21,310,210 16,110,602 5,199,608 -
Common stocks 5,342,688 5,342,688 - -
Fixed income securities 11,718,946 7,096,745 4,622,201 -
Funds of hedge funds 4,666,315 741,922 - 3,924,393
Real estate funds/partnership 1,621,697 1,619,923 - 1,774
Private equity 1,093,942 - - 1,093,942
Commodity funds 36,346 36,346 - -
Total $ 55,221,367 $ 34,646,174 $ 15,555,084 $ 5,020,109
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Fair Value Measurement (Cont.)

Fair Value Measurements at
Reporting Date Using

Quoted Prices

in Active
Markets for Significant
Identical Other Significant
Assets/ Observable Unobservable
Liabilities Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)
June 30, 2013:
Marketable equity securities:
Emerging markets
mutual funds $ 2,516,970 $ 1,643,423 $ 873,547 $ -
International region:
Mutual funds 4,921,302 1,273,163 3,648,139 -
Common stocks 36,597 36,597 - -
United States:
Mutual funds 16,606,710 9,137,577 7,469,133 -
Common stocks 1,910,300 1,910,300 - -
Fixed income securities 10,919,395 7,336,925 3,582,470 -
Funds of hedge funds 3,693,075 430,345 - 3,262,730
Real estate funds/partnership 1,313,383 1,247,979 - 65,404
Private equity 557,793 - - 557,793
Commodity funds 67,322 67,322 - -
Total $ 42,542,847 $ 23,083,631 $ 15,573,289 $ 3,885,927

The following tables set forth additional disclosures of the Foundation’s investments whose fair value
is estimated using net asset value per share as of June 30, 2014 and 2013:

Redemption
Redemption Notice
Investment Objective Fair Value Frequency Period
June 30, 2014:
Marketable equity securities:
Emerging markets
mutual funds (a) $ 1,506,571 Daily 1 -2 days
International region:
Mutual funds (b) 4,226,704 Daily 2 - 3 days
United States:

Mutual funds (c) 5,199,608 Daily 1 -2 days
Fixed income securities (d) 4,622,201 Daily None
Funds of hedge funds (e) 3,924,393 90 days or less 90 days or less
Private equity (fH 1,093,942 Quarterly None

$ 20,573,419
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Fair Value Measurement (Cont.)

Redemption
Redemption Notice
Investment Objective Fair Value Frequency Period
June 30, 2013:
Marketable equity securities:
Emerging markets
mutual funds (a) $ 873,547 Daily 1 -2 days
International region:
Mutual funds (b) 3,648,139 Daily 2 -3 days
United States:

Mutual funds (c) 7,469,133 Daily 1 -2 days
Fixed income securities (d) 3,582,470 Daily None
Life insurance

surrender value (e) 521,735 Daily None
Funds of hedge funds ® 3,262,730 90 days or less 90 days or less
Private equity (2) 557,793 Quarterly None

(a)

(®)

(©

(d)

(e)

®

S 19915547

Invests in international securities that are in the MSCI Emerging Markets Index with the objective
of replicating the performance of the MSCI Emerging Markets Index.

Invests in international securities that are in the MSCI EAFE Index and in the MSCI Emerging
Markets Index with the objective of outperforming the MSCI EAFE Index and replicating the
performance of the MSCI ACWI ex-US.

Invests in domestic equities in the Russell 1000, Midcap, and 2000 Indices with the objective of
outperforming the Russell 1000, Midcap, and 2000 Indices.

Invests in domestic fixed income securities with the objective of replicating the BC US Aggregate
Bond Index.

These funds of hedge funds are designed to provide a competitive rate of return. Generally, these
investments have a redemption period of 90 days or less and a notification period of 90 days or
less. Approximately 0.2% of the investments are in side pocket arrangements. The Foundation
will not be able to redeem such value from any particular underlying investment until such amount
is released from its respective side pocket arrangement. The Foundation is not able to estimate the
timing of receipt of such amounts.

Invests in private equities with the objective of obtaining a competitive rate of return.
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THE DUPAGE COMMUNITY FOUNDATION
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Fair Value Measurement (Cont.)

Changes in fair value of assets measured on a recurring basis using significant unobservable inputs
(Level 3) for the years ended June 30, 2014 and 2013 are as follows:

Real
Funds of Estate
Hedge Limited Private
Funds Partnership Equity Total
July 1,2012: $ 2,445,065 $ 65,834 $ 512,071 $ 3,022,970
Purchases 550,000 - 87,371 1,250,000
Settlements - - (69,368) (69,368)
Net investment gains
(losses) 267,665 (430) 27,719 294,954
June 30, 2013: 3,262,730 65,404 557,793 3,885,927
Purchases 1,132,992 - 496,500 1,629,492
Settlements (306,742) (34,497) (128,547) (469,786)
Net investment gains
(losses) (164,587) (29,133) 168,196 (25,524)
June 30, 2014 $ 3,924,393 $ 1,774 $ 1,093,942 $ 5,020,109

The fair value of assets measured on a nonrecurring basis at June 30, 2014 and 2013 consists of a
charitable lead trust receivable of $229,368 and $219,239, respectively. Fair value for the receivable
from a beneficial interest in a charitable lead trust (Level 3) is determined by calculating the present
value of the future distributions expected to be received, based on the duration of the trust and a 5%
discount rate. There have been no changes in valuation techniques and related inputs.

Changes in fair value of the charitable lead trust receivable for the years ended June 30, 2014 and

2013 are as follows:

June 30, 2012:
Settlements
Investment income, net

June 30, 2013:
Settlements
Investment income, net

June 30, 2014
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(16.206)
23,676

219,239
(17,686)
27,815
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Fair Value Measurement (Cont.)

The following table represents the Foundation’s quantitative information about significant
unobservable inputs used in Level 3 fair value measurements, the valuation techniques used to
measure the fair value of those financial instruments, and the significant unobservable inputs and the
ranges of values for those inputs at June 30, 2014 and 2013:

Fair Value at Valuation Significant
Type June 30, 2014 June 30, 2013 Technique Unobservable Inputs
Funds of $ 3,924,393 $ 3,262,730 Fair value equals net Data obtained from the
hedge funds asset value Sub-Funds of net asset

value, as well as other
considerations that may
increase or decrease
such estimated value

Real estate funds/ $ 1,774 $ 65,404  Fair value equals Estimated future market
partnership expected future rental income, property
cash flows operating expenses,
holding periods,

discount rates, market
capitalization rates,
and sales prices

Private equity $ 1,093,942 $ 557,793 Fair value equals net Recent observable
asset value transactions information
for similar investments,
nonbinding bids

received from potential
buyers and, in some
cases, discounted cash
flow analysis

NA — not available
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Agency Funds

The financial effects of transactions related to agency funds are recorded as changes in the agency
funds liability on the statements of financial position and are not included in the statements of
activities and changes in net assets. The changes are summarized as follows:

June 30,
2014 2013
Additions:
Contributions $ 757,794 $ 1,997,072
Investment income 210,610 188,219
Net unrealized and realized gains 1,453,603 688,863
Total additions 2,422,007 2,874,154
Deductions:
Distributions 223,955 305,878
Investment expenses 144,482 114,247
Total deductions 368,437 420,125
Change in balance 2,053,570 2,454,029
Agency funds, beginning of year 9,875,958 7,421,929
Agency funds, end of year $ 11,929,528 $ 9,875,958
Related Parties

A company with a Foundation Trustee as its salesman provided printing services for the Foundation
for a total cost of $29,415 for the year ended June 30, 2014, and $10,109 for the year ended June 30,
2013. The Trustee disclosed the conflict in his Conflict of Interest form and bidding information is on
file to validate the selection of the Trustee’s company.

Concentration of Contributions

During 2014, the Foundation received approximately 25% of its total support and revenue from a
trust. Additional funds are expected to be received subsequent to year end, however, the amount to be
received is unknown and contingent upon probate.

In-kind contributions are reflected as contributions at their fair value at date of donation and are
reported as unrestricted support unless explicit donor stipulations specify how donated assets must be
used. In 2013, approximately 22% of total support and revenue was received by the Foundation as
donated commercial property which was valued at $1,750,000 and recorded as permanently restricted
gifts, bequests, and grants on the statements of activities. The Foundation sold this property during
the fiscal year 2013 for the recorded price.
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THE DUPAGE COMMUNITY FOUNDATION
NOTES TO FINANCIAL STATEMENTS

Subsequent Events

The Foundation received a conditional promise to give of $500,000. Payment is contingent upon the
signing of a contract to purchase a new Foundation office.

The Foundation has evaluated subsequent events through October 9, 2014, the date which the
financial statements were available to be issued.
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