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Independent Auditor’s Report
Board of Trustees
Medical College of Virginia Foundation
Richmond, Virginia
We have audited the accompanying financial statements of the Medical College of Virginia
Foundation (the Foundation), which comprise the statement of financial position as of June 30,
2020, and the related statements of activities, functional expenses, 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.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part
of the international BDO network of independent member firms.
BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Medical College of Virginia Foundation as of June 30, 2020, 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.
Other Matters
2019 Financial Statements
The 2019 financial statements of the Foundation were audited by other auditors, whose report
dated August 27, 2019, expressed an unmodified opinion on those financial statements.

September 21, 2020
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Financial Statements

Medical College of Virginia Foundation
Statements of Financial Position
(in thousands)

2019

2020

June 30,
Assets
Operating investments
Cash and cash equivalents
Short-term investments

$

9,416
85,813

$

12,012
80,242

Total operating investments

95,229

92,254

Pledges receivable, current

8,558

10,210

Total current assets

103,787

102,464

Endowment cash
Endowment long-term investments

21,056
493,432

6,741
489,264

Total endowment investments

514,488

496,005

16,272
3,194
8,171

12,843
2,871
8,060

Pledges receivable, non-current, net
Funds held for others
Other assets
Total assets

$

645,912

$

622,243

$

795
3,194
1,797
4,480

$

438
2,871
1,864
5,250

Liabilities and Net Assets
Liabilities
Accounts payable and accrued expenses
Funds held for others
Obligations under split interest agreements
Debt service obligation
Total liabilities

10,266

10,423

43,158
26,002

41,470
28,022

69,160

69,492

320,490
245,996

302,171
240,157

566,486

542,328

635,646

611,820

Commitments and contingencies
Net assets
Without donor restrictions
Board designated
Other

With donor restrictions
Time and/or purpose
Perpetuity

Total net assets

$
645,912
$
622,243
See accompanying notes to financial statements.

Total liabilities and net assets
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Medical College of Virginia Foundation
Statement of Activities
(in thousands)

Year ended June 30, 2020
Revenues, gains and other support:
Contributions
Program services and other revenue
Change in split interest agreements
Income on operating investments, net
Income on endowment investments, net
Realized and unrealized gains on investments
Total revenue, gains and other support
Net assets released from restrictions
Net assets transferred/reinvested
Expenses:
Program services
Supporting services:
General and administrative
Fundraising
Total supporting services
Total expenses

Without Donor
Restrictions

With Donor
Restrictions

$

$

147
1,517

26,258

(26,258)

-

3,226

(3,226)

-

55,306

27,137

-

27,137

3,541
802

-

3,541
802

4,343

-

4,343
31,480

24,158

23,826

542,328

611,820

69,492

Net assets, end of year

31,289
4,076
193
862
1,447
17,439

53,642

(332)

Net assets, beginning of year

$

1,664

31,480

Change in net assets

31,289
4,076
193
862
1,300
15,922

Total

$
69,160
$ 566,486
$ 635,646
See accompanying notes to financial statements.
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Medical College of Virginia Foundation
Statement of Activities
(in thousands)

Year ended June 30, 2019
Revenues, gains and other support:
Contributions
Program services and other revenue
Change in split interest agreements
Income on operating investments, net
Income on endowment investments, net
Realized and unrealized gains on investments
Total revenue, gains and other support
Net assets released from restrictions
Net assets transferred/reinvested
Expenses:
Program services
Supporting services:
General and administrative
Fundraising
Total supporting services
Total expenses
Change in net assets
Net assets, beginning of year
Net assets, end of year

Without Donor
Restrictions

With Donor
Restrictions

$

$

1
(156)
3,989

32,208
5,484
(180)
2,068
(1,526)
41,103

Total
$

32,209
5,484
(180)
2,068
(1,682)
45,092

3,834

79,157

82,991

22,952

(22,952)

-

5,925

(5,925)

-

23,924

-

23,924

3,249
836

-

3,249
836

4,085

-

4,085

28,009

-

28,009

4,702

50,280

54,982

64,790

492,048

556,838

$
69,492
$ 542,328
$
611,820
See accompanying notes to financial statements.
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Medical College of Virginia Foundation
Statements of Functional Expenses
(in thousands)

Supporting Services

Year ended June 30, 2020
Salaries
Education, research and general
Scholarships and awards
Indigent patient care
Fundraising program support
Professional fees
Office expenses
Publications
Public relations
Advertising
Information systems
Insurance expense
Meetings and events
Other expenses
Expenses before depreciation
Depreciation
Total functional expenses

Program
Services
$

4,646
17,395
4,227
118
520
231

Management
and General

Fundraising

$

$

2,691
90
133
86
32
56
207

24
1
55
193
67
325
4
132
1

Total
Supporting
Services
$

2,715
91
188
193
67
325
90
32
188
208

Total
Expenses
$

7,361
17,395
4,227
118
520
91
188
193
67
325
90
32
188
439

27,137

3,295

802

4,097

31,234

-

246

-

246

246

$ 27,137

$

3,541
$
802
$
4,343
$ 31,480
See accompanying notes to financial statements.
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Medical College of Virginia Foundation
Statements of Functional Expenses
(in thousands)

Supporting Services

Year ended June 30, 2019
Salaries
Education, research and general
Scholarships and awards
Indigent patient care
Fundraising program support
Professional fees
Office expenses
Publications
Public relations
Advertising
Information systems
Insurance expense
Meetings and events
Other expenses
Expenses before depreciation
Depreciation
Total functional expenses

Program
Services

Management
and General

Fundraising

Total
Supporting
Services

$

$

$

$

4,397
14,742
3,592
115
487
591

2,633
73
138
95
31
36
17

40
31
55
99
118
288
13
174
18

2,673
104
193
99
118
288
108
31
210
35

Total
Expenses
$

7,070
14,742
3,592
115
487
104
193
99
118
288
108
31
210
626

23,924

3,023

836

3,859

27,783

-

226

-

226

226

$ 23,924

$

3,249
$
836
$
4,085
$
28,009
See accompanying notes to financial statements.
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Medical College of Virginia Foundation
Statements of Cash Flows
(in thousands)

2019

2020

Years Ended June 30,
Cash flows from operating activities:
Change in net assets
Adjustments to reconcile net change in net assets to
net cash used in operating activities:
Depreciation
Contributions restricted for endowment
Net unrealized and realized gains on investments
Changes in operating assets and liabilities:
Increase in pledges receivable, net
Increase in other assets
Increase (decrease) in accounts payable
and accrued expenses

$

23,826

$

54,982

246
(5,841)
(17,439)

226
(10,964)
(45,092)

(1,777)
(231)

(1,980)
(172)
(563)

357
(859)

(3,563)

Cash flows from investing activities:
Purchases of property and equipment
Purchases of investments, net

(126)
(6,615)

(88)
(5,338)

Net cash used in investing activities

(6,741)

(5,426)

Cash flows from financing activities:
Payments on debt service obligation
Contributions restricted for endowment
Obligations on split interest agreements

(770)
5,841
(67)

(730)
10,964
(9)

Net cash provided by financing activities

5,004

10,225

(2,596)

1,236

12,012

10,776

Net cash used in operating activities

Net (decrease) increase in operating investments cash
and cash equivalents
Cash and cash equivalents operating investments
Beginning of the year
End of the year

$

9,416

$

12,012

Supplemental disclosures of cash flow information:
Cash paid for interest

$
223
$
261
See accompanying notes to financial statements.
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Medical College of Virginia Foundation
Notes to Financial Statements

1.

Organization and Summary of Significant Accounting Policies

The mission of the Medical College of Virginia Foundation (the “Foundation”) is to inspire and
steward philanthropic resources for our Medical College of Virginia (MCV) campus partners: Virginia
Commonwealth University (VCU) College of Health Professions, VCU School of Dentistry, VCU School
of Medicine, VCU School of Nursing, VCU School of Pharmacy, VCU Massey Cancer Center and VCU
Medical Center. This mission is achieved by fundraising, marketing communications, receiving
contributions, investing and managing funds, disbursing current funds and a portion of the total
return on endowment, and providing information about the activities of MCV and the Foundation.
In October, 2017, the Foundation organized a limited liability company in the name of MCVF
Holdings, LLC (“the LLC”) to facilitate real estate donations. The LLC is managed solely by the
Foundation. The LLC was organized and shall be operated exclusively for charitable and educational
purposes within the meaning of Section 501(c)(3) of the Internal Revenue Code of 1986, as amended,
or the corresponding provision of any future federal tax statute, by supporting the charitable and
educational activities of the Foundation. No transactions have transpired within the LLC since its
inception.
The significant accounting policies followed by the Foundation are described below.
Basis of Accounting
The financial statements are prepared in accordance with accounting principles generally accepted
in the United States of America (“U.S. GAAP”), which include the use of the accrual basis of
accounting.
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP 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.
Basis of Presentation
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 without donor restrictions represent
contributions and the accumulated expendable net income earned on contributions that have
not been restricted by donor stipulations. Net assets without donor restrictions also include the
Foundation’s real and personal property, as well as, board designated net assets. Board
designated net assets represent contributions with no donor stipulations as to their purpose
which the Foundation’s Board of Trustees has invested to provide income for a long but
unspecified period of time. Income from board designated net assets is used to support the
various programs of the Foundation, including the servicing of the bond obligation. Income
earned from Board designated net assets and used to pay interest expense on the bond obligation
amounted to $223,043 and $248,090 for the year ended June 30, 2020 and 2019, respectively.
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Medical College of Virginia Foundation
Notes to Financial Statements

Net assets with donor restrictions – net assets with donor restrictions are contributions with
donor-imposed time or purpose restrictions. Net assets with donor restrictions also include
contributions with donor stipulations as to their purposes that the Foundation’s Board of
Trustees has invested to provide income for a long but unspecified period of time. The income
provided from these long-term investments is used in accordance with the donor-specified
purposes. Net assets with donor restrictions become net assets without donor restrictions when
the time restrictions expire or when the funds are used for their restricted purposes, and are
reported in the statements of activities as net assets released from restrictions.
Net assets with donor restrictions also represent endowment funds to be held in perpetuity. Income
from these restricted net assets is recorded until used in accordance with donor stipulations. These
donor stipulations generally provide that unexpended restricted income is managed in accordance
with the Foundation’s investment policy. Income from perpetual endowments that have no donor
stipulations is expended for Foundation purposes at the direction of the Board of Trustees. Net
assets transferred / reinvested presented within the statement of activities represents the
Foundation’s management fees related administration of the endowment and operating
investments.
Cash and Cash Equivalents
For financial statement purposes, the Foundation considers cash and cash equivalents to include
cash in banks and investments in commercial paper and money market funds in the operating
investments with an original maturity of three months or less when purchased. The carrying amount
approximates fair value because of the short maturity of those investments. Temporary cash
investments in the endowment pool are not considered cash equivalents as the pool is not considered
by the Foundation to be liquid.
Concentrations of Credit Risk
Financial instruments that potentially subject the Foundation to concentrations of credit risk consist
principally of cash and cash equivalents and pledges receivable. The Foundation places its cash and
cash equivalents with financial institutions located in Richmond, Virginia. At times, these balances
are in excess of the FDIC insurance limits. Pledges receivable are from individuals, corporations and
foundations located primarily in the United States. The Foundation believes its credit risk related
to these pledges receivable is limited due to the nature of its donors.
Liquidity and Availability of Funds
The Foundation’s financial assets available for general expenditure, that is, without donor or other
restrictions limiting their use, within one year of the statement of financial position date, are as
follows (in thousands):
2020
Cash and cash equivalents
Short-term investments

10

2019

$

977 $
6,536

909
6,084

$

7,513 $

6,993

Medical College of Virginia Foundation
Notes to Financial Statements

The assets listed in the table above are used for general expenditures without any restrictions of
the Foundation, which may include expenses for campus programs, general and administrative
expenses and fundraising expenses.
The Foundation’s liquidity policies and procedures are designed to make financial assets available
as expenditures, liabilities and other obligations become due. Assets used to cover program
expenses from funds with donor restrictions are maintained in an interest-bearing checking account
and a highly liquid short-term investment account. Funds in these accounts are generally available
for current expenditures within one business day for the checking account and within 30 business
days for the short-term investment account. Liquid assets available for expenditures from funds
with donor restrictions at June 30, 2020 was $87.7 million and June 30, 2019 was $85.3 million.
Investments
Investments are reported at fair value based on quoted market prices or, in the case of alternative
investments, at estimated fair values provided by the fund managers, or general partners based on
quoted market prices, if available; at estimated fair value utilizing net asset values; or other
valuation methods. In accordance with Financial Accounting Standards Board (FASB) Accounting
Standards Update (ASU) 2009-12, Investments in Certain Entities That Calculate Net Asset Value
per Share (or its Equivalent), net asset value, in many instances may not equal fair value that would
be calculated pursuant to FASB Accounting Standards Codification (ASC) Topic 820, Fair Value
Measurement.
The cost assigned to investments received by gift is the fair value at the date the gift is received.
Unrealized and realized gains and losses are included in the accompanying statements of activities.
Investment earnings are reported net of related expenses, such as custodial, commission, and
investment advisory fees.
The Foundation records investments in equity securities with a readily determinable fair market
value and all investments in debt securities at fair values with gains and losses included in the
statements of activities. The Foundation reports investments in securities at published or confirmed
market values. Certain limited partnership investments have no readily determinable market value
and are valued at fair value estimated by the general partners. Because of the inherent uncertainty
of valuation, it is possible that estimated values may differ significantly from the values that would
have been used had a ready market for the securities existed, and the differences could be material.
In addition, certain investments may also have risk associated with concentrations of investments
in one geographic region or certain industries. The limited partnership’s ability to liquidate certain
investments may be inhibited since the issuers may be privately held or the limited partnership may
own a relatively large portion of the issuers’ securities.
Due to the nature of certain investments, fair market value information is reported in the
accompanying financial statements for the periods ended March 31, 2020 and 2019. These assets
are invested through Bespoke Private Strategies, LLC, Elliot International Limited and Stonelake
Opportunity Partners III, LLC in private placements, real estate funds, and hedge funds which are
not actively traded on public markets and therefore a quarter lag exists in the valuation of these
assets. The investments are subjected to audit by various accounting firms with a December 31
fiscal year end. However, the investment statements for the quarter ending June 30, 2020 and 2019
were not available at the time the Foundation’s statements were issued. The fair value of these
assets at March 31, 2020 plus contributions, less distributions, for the period from April 1, 2020 to
June 30, 2020 was $133,973,490. The fair value of these assets at March 31, 2019 plus contributions,
less distributions, for the period from April 1, 2019 through June 30, 2019 was $112,931,894.
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Notes to Financial Statements

Operating Investments
The operating investments consists of net assets with donor restrictions that have been derived
from contributions for current purposes. The Foundation allocates income annually to each
individual fund based on the previous year’s earnings. Gains or losses realized are offset against
or added to net interest income each year.
Endowment Investments
The financial objective of the endowment, as adopted by the Board of Trustees, is to protect
the future purchasing power of the portfolio while providing a stable amount available from the
endowment for spending.
An allocable portion of the administrative costs relating to the operating investments held by
the Foundation is reimbursed from the endowment investments. The costs of providing
investment and other administrative activities have been reported on a functional basis.
Accordingly, certain costs have been allocated among the individual funds, both with donor
restrictions and without donor restrictions.
Life Income Investments
Gifts in which the Foundation has an irrevocable interest, but that are held in trust and
administered by outside agents, have been recorded as gifts with donor restrictions based on
the donor stipulations and reported as life income investments. Upon termination of the life
interests in the trust, the remainder will be distributed to the Foundation. The life income
investments are valued using present value and actuarial techniques to estimate present value
of expected future cash flows.
Fair Value Measurement
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability
between market participants in an orderly transaction on the measurement date. The market in
which the reporting entity would sell the asset or transfer the liability with the greatest volume and
level of activity for the asset or liability is known as the principal market. When no principal market
exists, the most advantageous market is used. This is the market in which the reporting entity would
sell the asset or transfer the liability with the price that maximizes the amount that would be
received or minimizes the amount that would be paid. Fair values is based on assumptions market
participants would make in pricing the asset or liability. Generally, fair value is based on observable
quoted market prices or derived from the observable market data when such market prices or data
are available. When such prices or inputs are not available, the reporting entity should utilize
valuation models.
ASC 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value and maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring the use of observable inputs, when available. The hierarchy gives
the highest priority to unadjusted quote prices in active markets for identical assets and liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of the fair value
hierarchy are defined as follows:
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Notes to Financial Statements

Level 1 – Valuation based on quoted market prices in active markets for identical assets or
liabilities. Since valuations are based on quoted prices that are readily and
regularly available in an active market, valuation of these products does not entail
a significant degree of judgment.
Level 2 – Valuation inputs may include:
• Quoted prices for similar assets or liabilities in active markets;
• Quoted prices for identical or similar assets or liabilities in inactive markets;
• Inputs other than quoted prices that are observable for the asset or liability;
• Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.
• If the asset or liability has a specified (contractual) term, the level 2 input
must be observable for substantially the full term of the asset or liability.
Level 3 – Valuation based on inputs that are unobservable and reflect management’s best
estimate of what market participants would use as fair value. Investments that
are included in this category generally include investments in limited partnerships
and private equity investments.
In certain cases, the inputs to measure fair value may result in an asset or liability falling into more
than one level of the fair value hierarchy. In such cases, the determination of the classification of
an asset or liability within the fair value hierarchy is based on the least determinate input that is
significant to the fair value measurement.
Some of the Foundation’s investments may be illiquid and the Foundation may not be able to value
the portfolio in responses to changes in economic and other conditions. Some of the investments
that are purchased or sold are traded in private, unregistered transactions and are therefore subject
to restrictions or resale or otherwise have no established trading market. In addition, should the
Foundation be required to liquidate all or a portion of its portfolio quickly, the Foundation may
realize significantly less than the value at which its previously recorded those investments.
Investments valued at Net Asset Value - The Foundation reports certain investments using NAV per
share as determined by investment managers under the so called “practical expedient”. The
practical expedient allows NAV per share to represent fair value for reporting purposes when the
criteria using this method are met. These investment funds are held as units or interest in
institutional funds or limited partnerships, which are stated at NAV or its equivalent. The
Foundation uses the NAV as a practical expedient to estimate the fair value, unless it is probable
that all or a portion of the investment will be sold at an amount different than NAV. Pursuant to
ASU 2015-07, Fair Value Measurement (Topic 820): Disclosures for Investments in Certain Entities
that Calculate Net Asset Value Per Share (or its Equivalent), the Foundation has not categorized
these investments in levels within the fair value hierarchy table.
Pledges Receivable
Unconditional promises to give that are expected to be collected within one year are recorded at
their net realizable values. Unconditional promises to give that are expected to be collected in
future years are recorded at the present value of estimated future cash flows. An allowance is made
for uncollectible pledges based on management’s judgment and analysis of past collection
experience, creditworthiness of donors and other relevant factors.
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Funds Held for Others
Funds held for others represent funds received and held by the Foundation as a fiscal agent for
others. These funds are entrusted to the Foundation only for the purpose of receiving, holding,
investing and disbursing them according to a written agreement that contains the conditions and
restriction of the donor or organization that transferred the funds to the Foundation. Expenses and
investment income, including investment gains and losses, related to these accounts are not
included in the statements of activities. At June 30, 2020 and 2019, the Foundation held assets
totaling $1,575,864 and $1,531,971, respectively, on behalf of the Medical College of Virginia Alumni
Association. At June 30, 2020 and 2019, the Foundation held assets totaling $1,413,030 and
$1,338,879, respectively, on behalf of the VCU Intellectual Property Foundation. At June 30, 2020,
the Foundation held assets totaling $205,000, on behalf of the Pan American Trauma Society.
Property and Equipment
Property and equipment, included in other assets, are recorded at cost for purchased items and at
fair value for contributed items. The property and equipment balances at years ended June 30, 2020
and 2019 are principally comprised of the National Register of Historic Places William Beers House
which is valued at $1,150,765 and the William Beers house land valued at $217,000. The remaining
net property and equipment balances totaling approximately $613,000 and $734,000 at June 30,
2020 and 2019, respectively, comprises furniture, equipment and software purchased by the
Foundation. Acquisition of fixed assets with a cost less than $5,000 are expensed as acquired.
Management believes that this policy has an immaterial effect on the Foundation’s financial
statements. Depreciation is computed on a straight-line basis over the estimated useful lives of the
assets. Useful lives range between three and ten years.
Impairment of Long-Lived Assets
The Foundation reviews the carrying amounts of assets whenever events or circumstances indicate
that such carrying amounts may not be recoverable. When considered impaired, the carrying amount
of the asset is reduced, by a charge to the accompanying statements of activities, to its current fair
value.
Split-Interest Agreements
Certain donors have contributed assets to the Foundation and in exchange the donor or other
beneficiaries will receive a fixed amount or percentage of assets over their lifetime. The present
values of these commitments are liabilities and are classified as obligations under split interest
agreements in the accompanying statements of financial position. To determine the actuarial
liability, a discount rate of 1.2 percent was used in 2020 and in 2019. The related assets are
classified in the other assets in the accompanying statements of financial position. In November
2019, a reserve fund of $500,000 was established in the annuity investment for the purpose of
protecting any future underwater contracts.
Endowment
FASB ASC Topic 958-205, Reporting Endowment Funds, provides guidance on the net asset
classification of donor-restricted endowment, donor-restricted term endowments, and the funds
designated by the Board of Trustees to function as endowments funds for not-for-profit organization
that is subject to an enacted version of the Uniform Prudent Management of Institutional Funds Act
(UPMIFA).
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The Foundation is subject to the Commonwealth of Virginia’s UPMIFA and has adopted FASB ASC
Topic 958-205, as required. The Board of Trustees of the Foundation has interpreted Uniform
Prudent Management of Institutional Funds Act (“UPMIFA”) as requiring the preservation of the cost
basis of the original gift at the gift date of the donor-restricted endowment funds absent explicit
donor stipulations to the contrary, plus any amounts reinvested into the fund through the
Foundation’s reinvestment process. 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. At times, gifts
are donated as an addition to an existing permanent endowment for immediate expenditure,
therefore classified as temporarily restricted. 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.
The associated gains and income on donor-restricted endowment funds are classified as net assets
with donor restrictions until those amounts are appropriated for expenditure by the Foundation in
a manner consistent with the standard of prudence prescribed by UPMIFA.
Endowment Investing and Spending Policies
Endowment assets include those assets of donor-restricted funds that the Foundation must hold in
perpetuity or for a donor-specified period, donor-restricted term endowments, and boarddesignated endowments. The Foundation invests the endowment assets in a long-term investment
pool. The Foundation has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets.
The primary financial objective of the investment policy is to protect capital and grow investment
assets to cover projected draws adjusted for inflation. The primary investment objective of the
investment policy as approved by the Board of Trustees, is the endowment funds are invested in a
manner that is intended to produce stated investment results while assuming a moderate level of
investment risk. The Foundation’s spending and investment policies work together to achieve this
objective.
Expenses for donor-restricted term endowments and board-designated endowments are charged to
the endowments as incurred. The Foundation’s spending policy governs the use of resources in the
various donor-restricted endowed funds for program expenses and administrative costs. Endowment
funds are used for the specified purpose, or over the specified time period, as indicated by the
donor.
The Board of Trustees has concluded that payout amounts will equal 70% of the previous year’s
spending amount, adjusted for inflation by the Higher Education Price Index (HEPI) for the twelve
months prior to the start of the fiscal year. In addition, 30% will be equal to 4.25% (FY20) or 4.5%
(FY19) of the trailing three-year average market value of the endowment investment pool.
Distributions of this spending amount are based upon the number of units of participation assigned
to individual funds in the pool. Draws are used solely for the purposes set forth by the donor in the
gift instrument, subject to the submission of a budget that has been reviewed and endorsed by
executive management and approved the Foundation’s Audit Committee. Spending on gifts received
in the previous fiscal year receive a pro-rated amount based on the number of whole months each
gift was included in the fund. The Foundation has adopted a maximum per unit ceiling for annual
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endowment spending of 4.25% and 4.5% for fiscal years 2020 and 2019, respectively. 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 appreciation (realized and unrealized) and
current yield (interest and dividends). The Foundation targets a diversified asset allocation that
places a greater value on equity-based investments to achieve its long-term return objectives within
prudent risk parameters.
Classification by Individual Fund
Foundation accounts are established by donors to support specific purposes, such as scholarships,
research, or faculty positions. These accounts are identified as individually named funds. Perpetual
endowment and long-term investment funds may bear a commemorative name assigned by the
donor(s). Contributions for current purposes will be expended in their entirety over a finite period
of time and are generally not assigned a commemorative name.
Revenue Recognition
Contributions are reported in accordance with FASB ASU 2018-08, Clarifying the Scope and the
Accounting Guidance for Contributions Received and Contributions Made. Contributions, including
unconditional promises to give, are recognized in the period received. Contributions received are
considered to be available for use unless specifically restricted by the donor. Amounts received that
are designated for a future period or are restricted by the donor for specific purposes are reported
as contributions with donor restrictions. These contributions also increase net assets with donor
restrictions. When a restriction expires (that is, when a stipulated time restriction ends or purpose
restriction is accomplished), net assets with donor restrictions are reclassified to net assets without
donor restrictions and reported in the statements of activities and changes in net assets as net
assets released from restrictions.
Conditional promises to give, are recognized only when the conditions on which they depend are
substantially met and the promises become unconditional. A promise is considered conditional only
if the donor has stipulated one or more barriers that must be overcome before the Foundation is
entitled to the assets transferred or promised, and there also exists a right of return to the donor
of any assets transferred or a right of release of the donor’s obligation to honor the promise. The
Foundation had no conditional contributions outstanding as of June 30, 2020.
Contributed Services
A substantial number of unpaid volunteers make significant contributions of their time to enhance
the Foundation’s programs. Contributed services received should be recognized if such services (a)
create or enhance nonfinancial assets or (b) require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not contributed. The value of
this contributed time is not subject to objective measurement or valuation and does not meet the
stated criteria, therefore the Foundation does not record such value in its financial statements since
the criteria for recognition is not met in accordance with FASB ASC Topic 958-605-25, Not-For-Profit
Entities-Revenue Recognition.
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Certain Foundation and VCU school personnel provide shared services between entities. The net
contributed services for the year ended June 30, 2020 and 2019, were not material and have been
reflected in the revenue and expenses in the statements of activities.
Recently Issued Accounting Pronouncements
In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure
Framework—Changes to the Disclosure Requirements for Fair Value Measurement. The update
modifies certain disclosure requirements in Topic 820, Fair Value Measurement. The ASU is effective
for the Foundation’s financial statements for the fiscal year beginning after December 15, 2019.
The Foundation’s management is currently evaluating the impact of this ASU on the Foundation’s
financial statements.
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), to increase transparency and
comparability among organizations by recognizing lease assets and lease liabilities on the statement
of financial position and disclosing key information about leasing arrangements for lessees and
lessors. The new standard applies a right-of-use (ROU) model that requires, for all leases with a
lease term of more than 12 months, an asset representing its right to use the underlying asset for
the lease term and a liability to make lease payments to be recorded. The ASU is effective for the
Foundation’s fiscal year beginning after December 15, 2021 with early adoption permitted. The
Foundation is currently evaluating the impact of this ASU on its financial statements.
Functional Allocation of Expenses
The costs of providing various programs and supporting activities have been summarized on a
functional basis in the accompanying statements of activities and functional expenses. The
Foundation charges direct expenses incurred for a specific function directly to the program or the
supporting service category. These costs are those that can be identified as being incurred
specifically for the activities of that program or supporting service.
Expenses
Expenses are recognized during the period in which they are incurred. Expenses paid in advance and
not yet incurred are deferred to the applicable period.
Management Fees
Investment income on the operating and endowment investments is reported net of identifiable
management fees based on information provided by the investment managers.
Advertising
The Foundation expenses general advertising costs as incurred. Total advertising costs expensed
during the years ended June 30, 2020, and 2019 were $325,000 And $288,000, respectively.
Reclassifications
Certain items in the prior year have been reclassified to conform to the current year presentation.
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2.

Tax Status

The Foundation has qualified as an exempt organization as defined by Section 501(c)(3) of the
Internal Revenue Code and is exempt from federal and state income taxes.
The Foundation follows the provisions of FASB ASC Topic 740-10, Income Taxes. Management has
evaluated the effect of uncertain income tax positions and concluded that the Foundation has no
significant financial statement exposure to uncertain income tax positions at June 30, 2020 and
2019. The Foundation is not currently under audit by any tax jurisdiction. The Foundation is no
longer subject to U.S. federal or state examinations by tax authorities for years before fiscal year
ended June 30, 2016.

3.

Pledges Receivable

Net pledges receivable, in the accompanying statements of financial position, include the following
unconditional promises to give at June 30 (in thousands):
2019

2020
Amounts due in:
Less than one year
One to five years
More than five years
Subtotal
Less: allowance for uncollectible accounts and
discount to present value
Subtotal
Less: current portion of pledges receivable

8,558 $
17,780
305
26,643

$

10,210
14,796
41
25,047
(1,994)
23,053
(10,210)

(1,813 )
24,830
(8,558 )

Non-current portion of pledges receivable

16,272 $

$

12,843

The discounts on those amounts are computed using a risk-free interest rate of 1.41 percent and
2.52 percent at June 30, 2020 and 2019, respectively. Amortization of the discount is included in
contributions revenue.

4.

Other Assets

Other assets are as follows at June 30 (in thousands):
2019

2020
Life income investments
Loans receivable
Property and equipment, net of $1,232 and $995,
respectively, of accumulated depreciation
Life insurance receivables
Annuities
Other assets

$

$

8,171

2,403
4
2,102
422
2,887
242

1,981
535
2,961
388
$

18

2,306
—

$

8,060
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The Foundation is a remainder beneficiary of several irrevocable charitable remainder unitrust
agreements (“Unitrusts”), which are included as a component of life income investments in the
table above. Under the agreements, the assets of the trust are contributed to the Foundation upon
the death of the donor and/or donor’s spouse. Such Unitrust assets are held and maintained by
third-party trustees until such time arises.
Unitrusts generally pay an annual benefit to the trust grantors throughout their lives based on a
percentage of the fair value of the trust’s assets each year as defined by the trust agreement.

5.

Investments

Investments, at fair value, consist of the following at (in thousands):
2019

2020

June 30,
Alternative investments
Private investments
Fixed income securities
Equities
Cash and cash equivalents

$

317,409 $
109,454
116,686
35,696
30,472
609,717
(95,229 )

$

514,488

Less: short-term investments
Total

$

306,134
96,927
98,954
67,491
18,753
588,259
(92,254)
496,005

The following schedule summarizes the investment return (in thousands):
2019

2020

Years ended June 30,
Interest and dividends, net
Unrealized gains
Realized gains

$

2,309
2,952
14,487

$

386
20,050
25,042

Total investment return, net

$

19,748

$

45,478

Investment management fees totaled approximately $8.02 million and $6.90 million for the years
ended June 30, 2020 and 2019, respectively.
Short-term operating investments are composed of the following at June 30 (in thousands):
2019

2020
Fixed income securities
Equities
Cash and cash equivalents

19

$

85,813
—
9,416

$

68,091
12,151
12,012

$

95,229

$

92,254
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Long-term investments in the endowment are composed of the following at June 30 (in thousands):
2019

2020
Alternative investments
Private investments
Fixed income securities
Equities
Cash and cash equivalents

6.

$

317,409
109,454
30,873
35,696
21,056

$

306,134
96,927
30,863
55,340
6,741

$

514,488

$

496,005

Fair Value Instruments

Fair value on a non-recurring basis
The fair value of the Foundation’s financial instruments that are not measured at fair value on a
recurring basis as of the year ended June 30 (in thousands):
Carrying
Amount

Description

2020
Fair Value

Carrying
Amount

2019
Fair Value

Assets:
Pledges receivable

$

26,643 $

24,830 $

25,057 $

23,053

Liabilities:
Debt service obligations

$

4,480 $

4,480 $

5,250 $

5,250

The following methods and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate that value given the short-term nature
of the financial instruments or conversely based a non-recurring assessment of fair value:
Pledges receivable: Contributions receivable are recorded at fair value when the notice of intent
is received. The fair value of contributions receivable is estimated by discounting the estimated
future cash flows to their present values, using the risk-free rates of interest at the date of the
respective statements of financial position.
Debt service obligation: The fair value of the Foundation’s note payable has been estimated
based on remaining maturities and variable interest rate of the note payable. Also see Note 7.
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Fair Value on a recurring basis
Assets and liabilities measured at fair value on a recurring basis at June 30, 2020, include the
following (in thousands):
Assets
Measured
At Net
Asset
Value

Description
Alternative investments
Absolute strategies
Hedged equity
Long only equity
Domestic equity
Global equity
International equity
Private investments
Private equity
Real estate
Fixed income securities
Corporate obligations
Mortgage and asset-backed
securities
Municipal obligations
U.S. Govt obligations and
agency bonds
Equities
Equity securities
Long only/domestic equity
Mutual funds
Other
Cash and cash equivalents
Cash
Fixed income
STIF and money market funds
Total investments
Funds held for others
Annuities

$

As of June 30, 2020

Fair Value Hierarchy Level
Level 1
Level 2
Level 3

76,616 $
59,654

— $
—

15,371
10,396
56,064

—
—
—

—
2,463

— $
—

Total

11,586 $
21,705

88,202
81,359

15,078
16,411
26,238

—
—
8,290

30,449
26,807
90,592

—
—

—
—

103,026
3,965

103,026
6,428

—

—

19,965

—

19,965

—
—

—
—

21,303
169

—
—

21,303
169

—

—

75,249

—

75,249

—
—
—
—

2,006
23,787
767
28

—
9,108
—
—

—
—
—
—

2,006
32,895
767
28

$
$
$

—
—
—
220,564 $
— $
— $

28,437
913
1,122
57,060 $
3,194 $
2,961 $

—
—
—
183,521 $
— $
— $

—
—
—
148,572 $
— $
— $

28,437
913
1,122
609,717
3,194
2,961

Liabilities
Obligations under split-interest
agreements
$
Funds held for others
$

— $
— $

— $
— $

1,797 $
3,194 $

— $
— $

1,797
3,194

*Certain investments that are measured at fair value using net asset value per share (or its equivalent) practical
expedient have not been categorized in the fair value hierarchy. The fair value amounts presented in this table are
intended to permit reconciliation of the fair value hierarchy to the amounts presented in the accompanying
statements of financial position.
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Assets and liabilities measured at fair value on a recurring basis at June 30, 2019, include the
following (in thousands):
Assets
Measured
At Net
Asset
Value

Description
Alternative investments
Absolute strategies
Hedged equity
Long only equity
Domestic equity
Global equity
International equity
Private investments
Private equity
Real estate
Fixed income securities
Corporate obligations
Mortgage and asset-backed
securities
Municipal obligations
U.S. Govt obligations and
agency bonds
Equities
Large cap
Long only/domestic equity
Cash and cash equivalents
Cash
Fixed income
STIF and money market funds
Total investments
Funds held for others
MJA Special Opportunities Fund
Annuities
Liabilities
Obligations under splitinterest agreements
Funds held for others

$

As of June 30, 2019

Fair Value Hierarchy Level
Level 1
Level 2
Level 3

78,634 $
76,636

Total

—$
—

—$
—

—$
—

78,634
76,636

25,721
24,936
100,207

—
—
—

—
—
—

—
—
—

25,721
24,936
100,207

88,049
8,878

—
—

—
—

—
—

88,049
8,878

—

—

19,125

—

19,125

—
—

—
—

15,983
154

—
—

15,983
154

—

—

63,692

—

63,692

—
—

37,274

12,152
18,065

—
—

12,152
55,339

—
159
—
129,330
—
—
—

$
$
$
$

—
—
—
—$
—$
—$
—$

17,087
159
1,507
588,259
2,871
83
2,887

1,864 $
2,871 $

—$
—$

1,864
2,871

$
$
$
$

—
—
—
403,061 $
—$
83 $
—$

17,087
—
1,507
55,868 $
2,871 $
—$
2,887 $

$
$

—$
—$

—$
—$

*Certain investments that are measured at fair value using net asset value per share (or its equivalent) practical
expedient have not been categorized in the fair value hierarchy. The fair value amounts presented in this table are
intended to permit reconciliation of the fair value hierarchy to the amounts presented in the accompanying
statements of financial position.
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Level 3 gains and losses
For assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3),
a reconciliation is required of the beginning and ending balances, separately, for each major
category of assets and liabilities, except for derivative assets and liabilities, which may be presented
net. The table below represents the reconciliation of the Foundation's investment assets measured
at fair value on a recurring basis using significant unobservable inputs (in thousands):
Total
Balance at July 1, 2018
Purchases
Sales
Realized gains
Unrealized gains

$

—
—
—
—
—

Balance at June 30, 2019

$

—

Transfers from NAV to Level 3
Purchases
Sales
Unrealized gains
Fees

114,627
37,798
(5,678)
1,797
28

Balance at June 30, 2020

$

148,572

Quantitative Information
Quantitative information as of June 30, 2020 with respect to assets measured and carried at fair
value on a recurring basis with the use of significant unobservable inputs (Level 3) follows (in
thousands):

Classification
Absolute strategies

Fair Value
$

Hedged equity

21,705

International equity

8,290

Private equity

103,026

Real estate
Total

11,586

3,965
$

Principle
Valuation
Technique
Market
Approach
Market
Approach
Market
Approach
Market
Approach
Market
Approach

Redemption Terms
Values assigned to underlying
funds/assets less liabilities
Values assigned to underlying
funds/assets less liabilities
Values assigned to underlying
funds/assets less liabilities
Values assigned to underlying
funds/assets less liabilities
Values assigned to underlying
funds/assets less liabilities

Weighted
Average
N/A
N/A
N/A
N/A
N/A

148,572

The significant unobservable inputs used in the fair value measurement of the Foundation’s
alternative investments and private investments are subject to market risks resulting from changes
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in their market value of their underlying investments. Private equity and real estate had unfunded
commitments of approximately $67,250,000 and $765,000, respectively at June 30,2020.
Net Asset Value per Share
In accordance with FASB ASU 2009-12, the Foundation expanded disclosure to include the category,
fair value, redemption frequency, and redemption notice period for those assets whose fair value
is estimated using the net asset value per share or its equivalent for which fair value is not readily
determinable. The table below presents investments valued at NAV as of June 30, 2020 (in
thousands):
Classification
Absolute strategies (a)

Redemption Terms
$

Quarterly, Semi-Annually,
Annually, Every 2 years

$

Annually, Illiquid
Every 3 years, Illiquid
Quarterly, Semi-Annually,
10,396
Annually, Illiquid
Daily, Quarterly,
Annually,
56,064
Every 4 years
2,463
Illiquid
59,654
15,371

Hedged equity (b)
Domestic equity (c)
Global equity (d)
International equity (e)
Real estate (f)
Total at NAV

76,616

Unfunded Notice Period
Commitments
(Days)

$

$

220,564

4,600
2,160
―

45-180 days
60-90 days;
Illiquid
30-60 days

―

90 days

―

14-120 days
Illiquid

6,760

(a) Absolute strategies seek to generate strong positive investment returns while exhibiting lower
volatility than the portfolio in aggregate. Absolute strategies employ event-driven and/or value
driven investment styles to produce returns. May include credit-oriented investments or multistrategy investments. May include global, domestic only and international only strategies. The
redemption policies of each fund vary within the terms stated as to the conditions set forth
within the offering memorandum of the respective investment.
(b) Hedged equity includes investments in hedge funds that invest both long and short in various
domestic and international common stocks. Management of the hedge fund has the ability to
shift from value to growth strategies, from small to large capitalization, and from a net short
position to a net long position. The redemption policies of each fund vary within the terms
stated as to the conditions set forth within the offering memorandum of the respective
investment.
(c) Domestic equity includes both passive and active strategies specific to the United States.
Passive strategies can include, but are not limited to, index funds, ETFs, swaps and other
derivative products utilized to add or reduce the directionality beta of the portfolio. Active
strategies will seek to generate additional return relative to market. Active domestic equity
investment strategies can include long-only and long-biased managers encompassing direct
manager relationships, equity funds of funds and funds of hedge funds. The redemption policies
of each fund vary within the terms stated as to the conditions set forth within the offering
memorandum of the respective investment.
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(d) Global equity includes both passive and active strategies. Passive strategies can include, but
are not limited to, index funds, ETFs, swaps and other derivative products utilized from time
to time to add or reduce the directionality beta of the portfolio. Active strategies will seek to
generate additional return relative to market Active equity investment strategies can include
long-only and long-biased managers encompassing direct manager relationships, equity funds
of funds and funds of hedge funds. The redemption policies of each fund vary within the terms
stated as to the conditions set forth within the offering memorandum of the respective
investment.
(e) International equity includes investments in developed international, or emerging international
markets focus, but global strategies may also be employed and limited private investments may
occur. May include both passive and active equity strategies as well as derivative strategies.
The redemption policies of each fund vary within the terms stated as to the conditions set forth
within the offering memorandum of the respective investment.
(f) Real estate investments are designed to provide equity-like returns while providing a hedge
against inflationary pressures. Real estate investments include public or private real estate.
Typically invested in illiquid structures with a long-time horizon. The redemption policies of
each fund vary within the terms stated as to the conditions set forth within the offering
memorandum of the respective investment.
Liquidity Considerations
The Foundation’s investments classified as Level 3 and measured at NAV are subject to restrictions
on the frequency of redemptions. At June 30, 2020 and 2019, respectively, the redemption limits
and related amounts were as follows (in thousands):
June 30,

2019

2020

Daily
Monthly
Quarterly
Semi-Annually
Annually
Every 2 years
Every 3 years
Every 4 years
Illiquid investments

25

$

9,612
―
125,702
34,814
47,077
14,811
15,298
6,186
115,636

$

138,784
53,315
117,727
34,843
9,139
48,374
15,603
12,909
101,782

$

369,136

$

532,476
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7.

Debt Service Obligation

On September 15, 2003, the Foundation entered into the Massey Cancer Center Development and
Financing Agreement (the “Agreement”) with Virginia Commonwealth University (“VCU”). The
Agreement set forth the plan for the construction of an addition to the Massey Cancer Center and
the financing mechanisms to be used to fund the construction. Included in the financing were taxexempt general revenue pledge bonds in the amount of $13,500,000 that were issued by Virginia
College Building Authority. The debt agreement has non-financial covenants as defined in the
agreement. VCU is responsible for fulfilling the debt service requirements of the bonds; however,
in the Agreement, the Foundation unconditionally agreed to pay to VCU an amount equal to all debt
service on the bonds in semi-annual installments. During 2020 and 2019, total debt service
payments, including variable interest at a rate of 4.53% and 4.63%, amounted to $993,050 and
$990,607, respectively.
The present values of future maturities of the debt service obligation, which expires on
September 1, 2025, are as follows at June 30, 2020 (in thousands):
Years ending June 30,
2021
2022
2023
2024
2025

8.

$

810
850
925
935
960

$

4,480

Net Assets

Net assets with donor restrictions are available for the following purposes at June 30 (in thousands):
2020
Subject to expenditure for specified purpose:
Funds to support current operations and ongoing
investment to support MCV schools and departments
$
Subject to the passage of time:
Funds to support operations and ongoing investment to
support MCV schools and departments
Subject to endowment spending policy and appropriation:
Permanently restricted endowment gifts required to be
retained by donor to support ongoing operations of MCV
schools and departments
Accumulated investment gains on endowment funds
$

26

198,487 $

2019

187,539

24,830

23,053

245,996
97,173

240,157
91,579

566,486 $

542,328

Medical College of Virginia Foundation
Notes to Financial Statements

During the years ended June 30, 2020 and 2019 net assets were released from donor restrictions by
incurring expenses satisfying the restricted purposes or by the passage of time releasing time
restrictions as follows (in thousands):
2020
Faculty salaries and support
Education, research, and general
Scholarships and awards
Indigent patient care
Other program services, net and equipment purchases

9.

2019

$

4,517 $
17,396
4,227
118
―

4,279
14,790
3,592
115
176

$

26,258 $

22,952

Other Matters

Contributions totaling $1,047,915 and $537,495 were received during the years ended June 30, 2020
and 2019, respectively, from certain related-party private practice groups to be used for the benefit
of specific departments of MCV with $1,040,915 and $422,495 included in purpose restricted funds
and $7,000 and $115,000 in permanently restricted endowment gifts, respectively. Other revenue
totaling $2,470,000 and $3,600,000 were received during the years ended June 30, 2020 and 2019,
respectively, from MCV Hospitals for the Value and Efficiency Teaching and Research (VETAR) Fund
to support academic and research programs in the School of Medicine.
The Foundation has an institutional advisory services agreement with an investment advisory firm
partially owned by one of its now former board members, who resigned from the board in March
2020. The Foundation paid $733,560 and $709,368 in 2020 and 2019, respectively, under this
agreement to the investment advisory firm. In addition, the Foundation paid $11,000 and $207,110
in 2020 and 2019, respectively, to a firm partially owned by one of its board members to perform
recruiting and accounting services. An additional $0 and $5,000 was accrued under this arrangement
at June 30, 2020 and 2019, respectively.
Risk and Uncertainties
On March 11, 2020 the World Health Organization declared the strain of coronavirus (COVID-19) a
global pandemic and recommended containment and mitigation measures worldwide leading to
broader global economic uncertainties. As of the date of this report, the Foundation cannot
reasonably estimate the length or severity of the pandemic. Because the Organization’s revenue is
dependent upon the ability to generate income from investments and contributions from donor’s,
should the pandemic continue, there could be a negative impact to its balance sheet, operations
and cash flows. Due to the level of uncertainty related to changes in interest rates, market
volatility, and credit risks, it is at least reasonably possible that changes in these risks could
materially affect the fair value of investments reported in the accompanying statements of financial
position as of June 30, 2020.
On March 27, 2020, President Trump signed into law the “Coronavirus Aid, Relief, and Economic
Security (CARES) Act.” The CARES Act, among other things, includes provisions relating to
refundable payroll tax credits, deferment of employer side social security payments, net operating
loss carryback periods, alternative minimum tax credit refunds, modifications to the net interest
deduction limitations, increased limitations on qualified charitable contributions, and technical
corrections to tax depreciation methods for qualified improvement property.
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It also appropriated funds for the SBA Paycheck Protection Program (“PPP”) loans that are forgivable
in certain situations to promote continued employment, as well as Economic Injury Disaster Loans
(“EIDL”) to provide liquidity to small businesses harmed by COVID-19. The Foundation has elected
to forgo the EIDL and PPP.
Further, because the values of the Foundation’s individual investments have and will fluctuate in
response to changing market conditions, the amount of losses that will be recognized in subsequent
periods, if any, cannot be determined.
These trends could impact the ability of donors to fulfill their pledges on a timely basis. Management
has reviewed its contributions and gifts outstanding at June 30, 2020 and does not believe that the
effects of the market conditions will have a material effect on the financial position of the
Foundation.

10. Retirement Plans
Effective July 1, 2008, the Foundation established a 401(k) Plan (the “Plan”) to provide retirement
benefits to its employees. Employees may contribute up to 100% of their annual compensation to
the Plan, limited to the maximum annual amount as set periodically by the Internal Revenue Service
(IRS). The Plan provides a 5% safe harbor, non-elective contribution and a 5% profit sharing
contribution, equal to 10% of each employee’s compensation. All safe harbor non-elective
contributions, discretionary matching and profit-sharing contributions vest immediately. The
Foundation made 401(k) contributions of $195,013 for the year ended June 30, 2020 and had $12,428
accrued at June 30, 2020. The Foundation made 401(k) contributions of $171,874 for the year ended
June 30, 2019 and had $10,974 accrued at June 30, 2019.
The Foundation established a self-administered 457(b) deferred compensation plan effective
January 1, 2019 that allows the Foundation to address a contractual commitment to an employee
by contributing to the 457(b) plan once the IRS maximum contribution amount has been reached in
the 401(k) plan. The total accrued 457(b) plan liability for the fiscal year ended June 30, 2020 and
June 30, 2019 was $10,585 and $5,478, respectively.

11. Endowment Funds
At June 30, 2020 and 2019, the Foundation’s endowment consists of 1,106 and 1,046, respectively,
individual named funds established for a variety of purposes. Its endowment includes both donorrestricted endowment funds and funds designated by the Board of Trustees to function as
endowments. As required by U.S. GAAP, net assets associated with endowment funds, including
funds designated by the Board to function as endowments, are classified and reported based on the
existence or absence of donor-imposed restrictions.
Funds with Deficits
From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor or UPMIFA requires the Foundation to retain as a fund
of perpetual duration. The funds identified had a fair value of $2,870,795 and $454,408 and original
gifts of $2,993,376 and $552,302 at June 30, 2020 and 2019, respectively. In accordance with GAAP,
deficiencies of this nature that are reported in assets without donor restrictions were $(122,581)
and $(97,894) at June 30, 2020 and 2019, respectively. These deficiencies resulted largely from
unfavorable market fluctuations that occurred after the establishment of the endowments. The
Foundation’s policy is to apply its spending policy to the underwater endowments consistent with
all other endowments.
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Endowment net asset composition
By type of fund was as follows at June 30, 2020 (in thousands):
Without
Donor
Restrictions
Board-designated quasi-endowment funds
Donor-restricted endowments:
Original donor-restricted gift amount and
amounts required to be maintained in
perpetuity by the donor
Accumulated investment gains

$

Total funds

$

With
Donor
Restrictions

43,158 $

―
―
43,158 $

Total
― $

43,158

245,996
97,173

245,996
97,173

343,169 $

386,327

Changes in endowment net assets were as follows for the year ended June 30, 2020 (in thousands):
Without
Donor
Restrictions
Endowment net assets, beginning of year
Investment return, net
Contributions and other income
Appropriation of endowment assets for
expenditure

$

Endowment net assets, end of year

$

With
Donor
Restrictions

41,470 $
1,413
275
―
43,158 $

Total

331,736 $
16,706
5,787

373,206
18,119
6,062

(11,060)

(11,060)

343,169 $

386,327

By type of fund was as follows at June 30, 2019 (in thousands):
Without
Donor
Restrictions
Board-designated quasi-endowment funds
Donor-restricted endowments:
Original donor-restricted gift amount and
amounts required to be maintained in
perpetuity by the donor
Accumulated investment gains

$

Total funds

$

With
Donor
Restrictions

41,470 $

―
―
41,470 $
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Total
― $

41,470

240,157
91,579

240,157
91,579

331,736 $

373,206
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Changes in endowment net assets were as follows for the year ended June 30, 2019 (in thousands):
Without
Donor
Restrictions
Endowment net assets, beginning of year
Investment return, net
Contributions and other income
Allocated income (payout)
Appropriation of endowment assets for
expenditure

$

Endowment net assets, end of year

$

With
Donor
Restrictions

37,958 $
3,511
1
―
―
41,470 $

293,336 $
20,296
10,933
17,082
(9,911)
331,736 $

Total
331,294
23,807
10,934
17,082
(9,911)
373,206

12. Commitments and Contingencies
From time to time, the Foundation is involved in litigation that it considers to be in the normal
course of business. The Foundation is not presently involved in any legal proceedings which
management expects individually or in the aggregate to have a material adverse effect on its
financial condition, results of operations, or cash flows.

13. Indemnification
The Foundation has certain obligations to indemnify its current and former officers and directors
for certain events or occurrences while the officer or director is, or was serving, at the Foundation’s
request in such capacities. The maximum liability under these obligations is limited by the Code of
Virginia. The Foundation has a Director and Officer insurance policy that further limits its exposure
and enables the Foundation to recover a portion of any future amounts paid.

14. Subsequent Events
In accordance with FASB ASC Topic 855, Subsequent Events, management has evaluated any events
or transactions occurring after June 30, 2020, the statement of financial position date, through
September 21, 2020, the date the financial statements were available to be issued, and noted that
there have been no such events or transactions which would require adjustments to or disclosure in
the Foundation’s financial statements for the year ended June 30, 2020.
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