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RUDD&COMPANY..

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
of One Valley Community Foundation

Opinion
We have audited the accompanying financial statements of One Valley Community Foundation
(a nonprofit organization), which comprise the statements of financial position as of December

31, 2022 and 2021, and the related statements of activities, functional expenses and cash flows
for the years then ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of One Valley Community Foundation as of December 31, 2022 and 2021,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of One Valley Community Foundation and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Emphasis of Matter - Change in Accounting Principle

As discussed in Note 1 to the financial statements, One Valley Community Foundation changed
the manner in which it accounts for leases as of January 1, 2022. Our conclusion is not modified
with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about One Valley
Community Foundation’s ability to continue as a going concern within one year after the date
that the financial statements are available to be issued.

IDAHO FALLS REXBURG DRIGGS BOZEMAN WEST YELLOWSTONE

3805 Valley Commons Drive, Suite 7 | Bozeman, MT 59718 | 406-585-3393 | www.ruddco.com




Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with generally accepted auditing standards will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 One Valley Community Foundation’s
internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about One Valley Community Foundation’s ability
to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audits.

Ruéc\ & CON\P"‘“Y PLLC

Bozeman, Montana
October 12, 2023



ONE VALLEY COMMUNITY FOUNDATION
Statements of Financial Position
As of December 31, 2022 and 2021

Assets

Current Assets
Cash and cash equivalents
Inventory
Pledges receivable
Prepaid expenses
Security deposit
Total Current Assets

Investments
Donor advised funds
Endowments
Charitable gift annuities
Agency endowments

Total Investments

Intangible assets, net of accumulated amortization

Operating lease right-of-use asset

Total Assets

2022 2021
515,499 $ 154,339
100,000 100,000

15,643 13,325
18,142 -
4,266 2,250
653,550 269,914
27,812,430 51,993,504
1,546,384 976,751
574,656 776,865
607,827 540,207
30,541,297 54,287,327
7,244 10,867
289,677 -
31,491,768 $ 54,568,108

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Statements of Financial Position (continued)
As of December 31, 2022 and 2021

Liabilities and Net Assets

Current Liabilities
Accounts payable
Grants payable
Operating lease liability, current portion
Charitable gift annuity payment liability

Total Current Liabilities

Long-Term Liabilities
Charitable gift annuity payment liability, net of current
Funds held as agency endowments
Operating lease liability, net of current portion

Total Long-Term Liabilities

Total Liabilities

Net Assets
Without Donor Restrictions (Note 1)
Undesignated funds
Donor advised funds
Endowment funds

Total Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

The accompanying notes are an integral part of these statements.
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2022 2021
11,724 6,193
1,500 1,000
39,933 -
13,440 7,300
66,597 14,493
189,270 188,022
605,958 539,774
251,407 -
1,046,635 727,796
1,113,232 742,289
734,421 528,903
27,707,108 51,735,715
1,572,153 1,209,047
30,013,682 53,473,665
364,854 352,154
30,378,536 53,825,819
31,491,768 54,568,108




ONE VALLEY COMMUNITY FOUNDATION

Statement of Activities
For the Year Ended December 31, 2022

Revenues and Support
Contributions
Direct beneficiary gifts
Investment loss, net
In-kind support
Change in value of planned gift liabilities
Program income
Net assets released from time restrictions

Total Revenues and Support

Expenses
Program services
Management and general
Fundraising and development

Total Expenses
Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year

The accompanying notes are an integral part of these statements.

Without Donor With Donor

Restrictions Restrictions Totals
$ 2,409,705 $ 119,105 $ 2,528,810
95,910 - 95,910
(22,579,449) (82,886) (22,662,335)
74,924 - 74,924
- (14,688) (14,688)
47,456 - 47,456
8,831 (8,831) -
(19,942,623) 12,700 (19,929,923)
3,433,636 - 3,433,636
60,891 - 60,891
22,833 - 22,833
3,517,360 - 3,517,360
(23,459,983) 12,700 (23,447,283)
53,473,665 352,154 53,825,819
$ 30,013,682 $ 364,854 $ 30,378,536
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ONE VALLEY COMMUNITY FOUNDATION
Statement of Activities
For the Year Ended December 31, 2021

Without Donor With Donor
Restrictions Restrictions Totals
Revenues and Support
Contributions $ 1,267,914 $ 129,080 $ 1,396,994
Direct beneficiary gifts 124,835 - 124,835
Investment income, net 10,264,785 78,165 10,342,950
In-kind support 181,569 - 181,569
Change in value of planned gift liabilities 70,558 (34,260) 36,298
Program income 29,634 - 29,634
Special event income 27,389 - 27,389
Net assets released from time restrictions 249,125 (249,125) -
Total Revenues and Support 12,215,809 (76,140) 12,139,669
Expenses
Program services 2,722,293 - 2,722,293
Management and general 40,885 - 40,885
Fundraising and development 15,333 - 15,333
Total Expenses 2,778,511 - 2,778,511
Change in Net Assets 9,437,298 (76,140) 9,361,158
Net Assets, Beginning of Year 44,036,367 428,294 44,464,661
Net Assets, End of Year $ 53,473,665 $ 352,154 $ 53,825,819

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Statement of Functional Expenses
For the Year Ended December 31, 2022

Adpvertising and promotional
Amortization

Bank charges

Computer software

Event expense

QGrants
Insurance

Legal and professional
Miscellaneous

Occupancy

Office and supplies
Payroll and related expenses

Program

Travel and meetings

Total

Program Management Fundraising
Services and General and Development Totals
$ 25,817 $ 2,321 $ 870 $ 29,008
3,224 290 109 3,623
4,213 379 142 4,734
13,047 1,173 440 14,660
16,464 1,480 555 18,499
2,681,329 - - 2,681,329
13,485 1,212 455 15,152
68,601 6,166 2,312 77,079
614 57 21 692
46,259 4,158 1,559 51,976
19,191 1,725 647 21,563
455,722 40,964 15,361 512,047
74,924 - - 74,924
10,746 966 362 12,074
$ 3,433,636 $ 60,891 $ 22,833 $ 3,517,360

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Statement of Functional Expenses
For the Year Ended December 31, 2021

Adpvertising and promotional
Amortization

Bank charges

Computer software

Event expense

QGrants
Insurance

Legal and professional
Miscellaneous

Occupancy

Office and supplies
Payroll and related expenses

Program

Travel and meetings

Total

Program Management Fundraising
Services and General and Development Totals
$ 21,289 $ 1,914 $ 718 $ 23,921
3,224 290 109 3,623
2,169 195 73 2,437
8,690 781 293 9,764
11,589 1,042 391 13,022
2,144,068 - - 2,144,068
3,103 279 105 3,487
56,602 5,088 1,908 63,598
5,068 456 171 5,695
26,096 2,346 880 29,322
6,302 566 212 7,080
307,911 27,677 10,379 345,967
123,385 - - 123,385
2,797 251 94 3,142
$ 2,722,293 $ 40,885 $ 15,333 $ 2,778,511

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021

2022 2021
Cash Flows from Operating Activities
Change in Net Assets $ (23,447,283) $ 9,361,158
Adjustment to reconcile change in net assets to net
cash used in operating activities
Amortization 3,623 3,623
Noncash contributions (666,310) (664,607)
Realized and unrealized losses (gains) on investments 22,926,390 (10,011,386)
Change in value of planned gift annuities 14,688 34,260
(Increase) decrease in operating assets
Inventory - (100,000)
Pledges receivable (2,318) 1,675
Prepaid expenses (18,142) -
Agency endowments (67,620) (444,359)
Security deposit (2,016) (2,250)
Operating lease right-of-use asset 11,262 -
Increase (decrease) in operating liabilities
Accounts payable 5,531 (678)
Grants payable 500 (9,000)
Payroll liabilities - (623)
Emergency funds payable - (58,795)
Charitable gift annuity payment liability - (70,558)
Funds held as agency endowments 66,184 444,226
Operating lease liability (9,599) -
Net Cash Used in Operating Activities $ (1,185,110) § (1,517,314)

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Statements of Cash Flows (continued)
For the Years Ended December 31, 2022 and 2021

2022 2021
Cash Flows from Investing Activities
Purchase of investments $ (6,678,172) $ (10,710,604)
Proceeds from sale of investments 8,231,742 11,984,702
Net Cash Provided by Investing Activities 1,553,570 1,274,098
Cash Flows from Financing Activities
Payments to annuitants and life income beneficiaries (7,300) (7,300)
Net Cash Used in Financing Activities (7,300) (7,300)
Net increase (decrease) in cash and cash equivalents 361,160 (250,516)
Cash and cash equivalents, beginning of year 154,339 404,855
Cash and cash equivalents, end of year $ 515,499 $ 154,339
Supplemental Disclosures
Noncash contributions received $ 666,310 $ 664,607
In-kind donations, net of inventory $ 74,924  § 81,569

The accompanying notes are an integral part of these statements.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies

Organization

One Valley Community Foundation (“One Valley”) (the “Foundation”) is a nonprofit public
charity organization dedicated to enhancing the present and future quality of living for each
community in the Gallatin Valley through innovative charitable activities that provide leadership,
identify charitable needs, and galvanize resources. The Foundation was created in 1998 as the
Planned Giving Foundation of Montana, renamed to the Bozeman Area Community Foundation
in 2002, and in 2020, the Foundation rebranded and adopted the name One Valley Community
Foundation. The primary purposes of the Foundation are to match donors with causes they
believe in, focus financial resources to facilitate change, offer resources and opportunities for
other area nonprofits, and act as a facilitator for those larger communitywide conversations.

Basis of Presentation

The accompanying financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America
(“GAAP”), as codified by the Financial Accounting Standards Board (“FASB”).

Fund Accounting

The accounts of the Foundation are maintained internally in accordance with the principles of
fund accounting. As a result, contributions are classified into funds based upon their particular
purpose and nature. For the purpose of investing funds, the Foundation pools them according to
their purpose or whether they are considered net assets with donor restrictions. Fund totals are
consolidated for financial statement presentation purposes.

Classification of Net Assets

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

Net Assets Without Donor Restrictions

Net assets without donor restrictions represents net amounts that are not subject to donor-
imposed restrictions or for which the donor-imposed restrictions have been expired or fulfilled.
Net assets in this category may be expended for any purpose in performing the primary
objectives of the Foundation.

As all of the Foundation’s gift instruments explicitly grant the Foundation variance power to
redirect the use of assets in its sole discretion, only contributions that are encumbered by a time
or purpose restriction are classified as restricted. All fund assets are managed and invested in
accordance with the Foundation’s investment policy, consistent with the corresponding fund
agreements, and are designated accordingly by the Foundation, as described below.

Undesignated Funds — These funds help the Foundation help the community by supporting the
Foundation’s operations, management and delivery of programs and services and its related
administrative and fundraising expenses.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Classification of Net Assets (continued)

Donor Advised Funds — Donor advised funds are non-endowed charitable funds held by the
Foundation. For these funds, the donor retains advisory privileges about how to distribute the
money through grants to qualified 501(c)(3) organizations. The Foundation retains variance
power over these funds.

Endowment Funds — Endowment funds are intended to exist in perpetuity, providing an annual
distribution pursuant to the Foundation’s spending policy that may be used for any of the
grantmaking or operating activities. See Note 5 for additional details.

Net Assets With Donor Restrictions

Net assets with donor restrictions represents net assets subject to stipulations imposed by donors
and grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of the Foundation or by the passage of time. The Foundation reports contributions
received as increases in either net assets without donor restrictions or net assets with donor
restriction, depending on the existence or nature of any donor restrictions. When a donor
restriction expires, through the passage of time or when the purpose is accomplished, net assets
with donor restrictions are reclassified to net assets without donor restrictions. Contributions
with donor-imposed restrictions that are met in the current period are recorded as contributions
without donor restrictions.

The Foundation’s net assets with donor restrictions as of December 31, 2022 and 2021 were
$364,854 and $352,154, respectively, subject to passage of time restrictions for annuities.

Cash and Cash Equivalents

The Foundation considers all cash accounts and highly liquid investments with a maturity at
purchase of three months or less to be cash equivalents. Cash and cash equivalents that are held
as a portion of the Foundation’s investment portfolio are classified as investments and are not
considered to be cash equivalents.

Pledges Receivable

Pledges receivable are measured at fair value on the date a written unconditional promise to give
is received from the donor. The fair value is measured using an income approach which
incorporates inputs including estimated timing of cash receipts and an appropriate present value
discount factor if receivables are expected to be collected in future years. Conditional pledges are
not recognized until they become unconditional, that is, when the conditions on which they
depend on are substantially met. As of December 31, 2022 and 2021, all pledges receivable are
considered current as they are expected to be collected within one year.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Allowance for Doubtful Accounts

The Foundation provides for amounts that may be uncollectible on contributions, pledges, and
other receivables. Management estimates the amount based on a variety of factors, including
prior collection history and the ability of the donor to pay. For the years ended December 31,
2022 and 2021, no allowance was deemed necessary.

Inventory

Inventory consists of an in-kind contribution of ten ski lift chairs. These chairs are recorded as
inventory and revenue at fair value at the time received and as a reduction to inventory and
program expense when the goods are distributed.

Investments

Investments in marketable securities with readily determinable fair values and all investments in
debt securities are valued at their fair values in the statement of financial position. Net
investment income includes dividends, interest, and realized and unrealized gains and losses on
investments less management fees and direct administrative costs. Unrealized gains and losses
are included in the change in net assets.

The Foundation’s Board of Directors has adopted policies for the allocation of investment
income and administrative expenses to various funds for which the underlying assets are
“pooled”. Investment income earned by these pooled assets is allocated to each fund
participating in the pool based on the percentage of dollars the fund has invested in the pool.
Certain investments related to donor advised and designated funds are maintained outside the
pooled assets. Investment return for these funds is based on the actual investment performance of
the related assets.

Charitable Gift Annuities

The Foundation has an irrevocable remainder beneficiary interest in charitable gift annuities.
Assets of gift annuity funds represent the fair value of assets held by the Foundation as gifts from
which a fixed dollar amount is paid to the donor or other beneficiary(s) named. Upon termination
of the annuity obligation, the principal becomes available for the Foundation’s use in accordance
with donor restrictions, or if no restrictions are imposed by the donor, for the Foundation’s
unrestricted use.

Annuities in which the Foundation is the remainder beneficiary become the assets of the
Foundation at the time of the gift, are recorded at the fair value of the assets transferred, and are
classified as charitable gift annuities on the statement of financial position. The corresponding
liability represents the present value of the estimated future cash flows to be distributed to the
gift annuity income beneficiaries over their expected lives or for a specified term of years. At
December 31, 2022 and 2021, the liability has been determined using discount rates and actuarial
assumptions as provided by the Internal Revenue Service and applicable mortality tables. The
difference between the asset and liability recorded is recognized as a contribution with donor
restrictions.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Charitable Gift Annuities (continued)

Annually, the obligation is adjusted for changes in the value of assets and actuarial changes in
the estimates of future amounts due to beneficiaries. The annual adjustment is reported in the
statement of activities as the change in value of planned gift liabilities.

Under the Montana Charitable Gift Annuity Exemption Act (MCA 33-20-701), Montana law
requires charitable organizations that offer charitable gift annuities to meet certain requirements
set by the Montana insurance commissioner. Annual registration is required. The Foundation
holds 100% percent of each annuity in separate investments until each annuity is terminated.

Agency Endowment Funds

Agency funds represent assets transferred to the Foundation for investment management or other
specified purposes by various nonprofit organizations that have designated themselves as the
beneficiary of those funds. The Foundation accounts for the transfer of such assets as if it is
holding the funds as an agent of the donor, including the funds in the Foundation’s assets as
agency endowments. In accordance with FASB Accounting Standards Codification (“ASC”)
Topic 958 Not-for-Profit Entities — Overall, the Foundation has also recorded a liability for the
fair value of these funds, which is generally equivalent to the present value of future payments
expected to be made to the nonprofits. In the event the Foundation is dissolved, agency
endowment funds would be returned to the benefiting nonprofit.

Intangible Assets

Purchased intangible assets are stated at cost at the date of purchase or, for donated assets, at fair
value at the date of donation, less accumulated amortization. Amortization of intangible assets is
provided over the estimated useful life of 5 years on a straight-line basis. As of December 31,
2022, intangible assets consisted of the Foundation’s website. The cost of the website was
$18,113 as of December 31, 2022 and 2021. Accumulated amortization of the website was
$10,869 and $7,246 as of December 31, 2022 and 2021, respectively. The Foundation’s
capitalization policy is to capitalize any fixed asset with a cost or fair value in excess of $5,000.

Revenue Recognition

Contributions and Grants

The Foundation’s primary sources of revenue are contributions and grants. Contributions, which
may include noncash assets, unconditional promises to give, and beneficial interests in
irrevocable gift annuities or other legally binding agreements, are recognized as revenue at fair
value as of the date pledged or received. Conditional promises to give are not recognized until
the conditions on which they depend have been substantially met or the donor has explicitly
released the restriction.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Revenue Recognition (continued)

Contributions and Grants (continued)

Contributions received are reported as increases in either net assets without donor restrictions or
net assets with donor restriction, depending on the existence or nature of any donor restrictions.
When a donor restriction expires, through the passage of time or when the purpose is
accomplished, net assets with donor restrictions are reclassified to net assets without donor
restrictions.

The Foundation receives grants from public agencies, as well as private organizations and
individuals, to be used for specific programs or purposes, which may include general operations.
Unconditional grant awards are recorded as contribution revenue in the period in which they are
awarded. Grants having the existence of a condition, but lacking in both the existence of a barrier
and right of return to the resource provided, are classified as restricted revenue until the
conditions are met. Conditional grant awards, having both the existence of a barrier and right of
return to the resource provider, are classified as refundable advances when received as a cash
advance and are recognized as revenue when the awards are expended for the purposes of the
grant or other conditions are satisfied.

Paid Trainings and Events

Revenue from paid trainings and other events consist of registration fees and ticket sales.
Registration fees and ticket sales are comprised of an exchange element based on the values of
benefits provided, and a contribution element for the difference between the total amount paid
and the exchange element. Management has deemed the exchange element not material to the
overall financial statements; therefore, all of the income from paid trainings and events is
classified as program income on the statement of activities.

Revenue from registration fees and ticket sales is not recognized until the event occurs or the
performance obligation is met. If payment is received before the performance obligation is met,
deferred revenue is recorded. The donation of items and professional services necessary for
fundraising events are recorded as in-kind support at the time of the event.

In-kind Support

The Foundation recognizes various types of in-kind contributions. Contributed services are
recognized if the services received require specialized skills, are provided by individuals
processing those skills, and would typically need to be purchased if not provided by donation.
Contributions of tangible assets are recognized at fair value when received. The amounts
reflected in the accompanying financial statements as in-kind contributions are offset by like
amounts included in the expenses or capitalized as inventory and expensed when sold.

Donations of nonfinancial assets are recorded as support without donor restriction at their

estimated fair value based upon current market rates for similar materials or services at the time
of receipt.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)
In-kind Support (continued)
During the years ended December 31, 2022 and 2021, the Foundation received the following

contributed goods and services, which have been capitalized or allocated to program expenses on
the statement of functional expenses:

2022 2021
Marketing $ 24922  $ 41,334
Technology 9,000 19,360
Event support and supplies 41,002 20,875
Inventory - 100,000
$ 74,924 $ 181,569

In addition, a number of volunteers have donated over 408 hours in 2022 and over 737 hours in
2021 to the Foundation’s program and support services. These contributions in-kind are not
reflected in the financial statements since these services do not meet the criteria for recognition.

Administrative Fees

An investment management fee is charged monthly or annually to the donor advised and
endowment funds, depending on the size of the fund. Fees range from 1.00% to 4.50%,
depending on the type of fund and the balance of the fund. Investment management fees were
$50,482 and $25,592 for the years ended December 31, 2022 and 2021, respectively. Fees
charged for the management of charitable gift annuity agreements are reported as net assets
released from restriction. Fees charged for the management of other funds are reported as
program income on the statement of activities.

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a
functional basis in the statements of functional expenses. Whenever possible, costs are included
in a function on a basis of specific identification. When that is not practical, certain costs are
allocated among the functions benefited. The expenses are allocated on a reasonable basis that is
consistently applied. The expenses that are allocated include office expenses, information
technology, and compensation and benefits. All shared costs are allocated based on the estimates
of time and efforts of full-time equivalent employees expressed as a percentage of total payroll
expenses.

Advertising
Advertising and promotion costs are expensed as incurred.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Concentrations of Risk

Cash and cash equivalents — The Foundation maintains a cash balance at one financial
institution. Accounts at the financial institution are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $250,000. The Foundation has not experienced any loss in such
accounts. As of December 31, 2022 and 2021, cash and cash equivalents held in financial
institutions in excess of the FDIC Federal Deposit limits was $371,726 and $483,983,
respectively. The Foundation believes it is not exposed to any significant credit risk on its cash
balances.

Investments — Investments are exposed to various risks, such as interest, market, and credit risks.
It is reasonably possible given the risks associated with investments that changes in the near term
could materially affect the amounts reported in the financial statements. To manage risk, the
Foundation has formal investment policies and engages the services of third-party investment
consultants that assist with compliance with the policies and evaluation of performance.

The Foundation maintains the majority of its cash, fixed income, mutual funds, equities, and
exchange-traded products with three brokerage firms. Investments held by investment firms are
separately insured up to $500,000 through the Securities Investor Protection Corporation (SIPC).
As of December 31, 2022 and 2021, $28,690,696 and $51,915,081 was above the SIPC
insurance, respectively.

Major contributions — During the year ended December 31, 2022, the Foundation was chosen by
Gallatin County to receive $500,000 of the funds the county had received from the federal
government’s American Rescue Plan. This contribution amounted to approximately 20% of total
contributions for the year. The Foundation engaged with the local community and nonprofit
sector in a grant cycle to allocate $475,000 of the funds as grants to nonprofit organization in
Gallatin County.

During the year ended December 31, 2021, there were no significant concentrations of
contributions from donors.

Use of 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 certain reported amounts and disclosures. Accordingly, actual results
could differ from these estimates.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

1. Activities and Significant Accounting Policies (continued)

Income Taxes

The Foundation is a nonprofit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code, and therefore has made no provision for federal income
taxes in the accompanying financial statements. The Foundation has also been classified as an
entity that is not a private foundation within the meaning of Section 509(a) and qualifies for
deductible contributions as provided in Section 170(b)(1)(a)(vi). The Foundation's information
returns (Form 990) are open to examination by the IRS, generally, for three years after they were
filed or the due date of the return, whichever is later.

Subsequent Events
Management has evaluated subsequent events through October 12, 2023, the date which the
financial statements were available for release.

Adoption of New Accounting Standards

In September 2020, the FASB issued Accounting Standards Update (ASU) 2020-07,
Presentation and Disclosures by Not-for-Profit Entities for Contributed Nonfinancial Assets. The
standard requires nonprofits to expand their financial statement presentation and disclosure of
contributed nonfinancial assets, including in-kind contributions. The standard includes disclosure
of information on an entity’s policies on contributed nonfinancial assets about monetization and
utilization during the reporting period, information on donor-imposed restrictions, and valuation
techniques. The Foundation adopted this standard, as amended, retrospectively for the year
ended December 31, 2022. The standard did not have a material impact on the financial
statements. The Foundation has updated disclosures as necessary. See In-kind Support section of
Note 1 above.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes
existing guidance for accounting for leases under Topic 840, Leases. The FASB also
subsequently issued the following additional ASUs, which amend and clarify Topic 842: ASU
2018-01, Land Easement Practical Expedient for Transition to Topic 842; ASU 2018-10,
Codification Improvements to Topic 842, Leases; ASU 2018-11, Leases (Topic 842): Targeted
Improvements; ASU 2018-20, Narrow-scope Improvements for Lessors; and ASU 2019-01,
Leases (Topic 842): Codification Improvements. The most significant change in the new leasing
guidance is the requirement to recognize right-to-use (ROU) assets and lease liabilities for
operating leases on the statement of financial position.

The Foundation elected to adopt these ASUs effective January 1, 2022 and utilized all of the
available practical expedients. The adoption had a material impact on the Foundation’s statement
of financial position but did not have a material impact on the statement of activities. The most
significant impact was the recognition of ROU assets and lease liabilities for operating leases.
Adoption of the standard required the Foundation to restate amounts as of January 1, 2022,
resulting in an increase in operating lease ROU asset of $300,939, an increase in operating lease
liability, current portion, of $42,460 and an increase in operating lease liability, net of current
portion, of $258,479. See Note 7.
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ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

2. Liquidity and Availability of Resources

The Foundation’s financial assets available to meet general expenditures within one year of the

statement of financial position date, comprise the following:

2022 2021
Financial assets at year end:
Cash and cash equivalents 515,499 154,339
Pledges receivable 15,643 13,325
Investments 30,541,297 54,287,327
Total financial assets 31,072,439 54,454,991
Less amounts not available to be used within one year:
Assets held under donor advised funds 27,812,430 51,993,504
Assets held under charitable gift annuity agreements 574,656 776,865
Agency endowments 607,827 540,207
Investments in endowment funds subject to
appropriation beyond one year 1,546,384 976,751
Financial assets available to meet general expenditures
over the next twelve months 531,142 167,664

As part of the Foundation's liquidity management, it has a policy to structure its financial assets
to be available as its general expenditures, liabilities, and other obligations come due. The
Foundation invests cash in short-term investments, such as bonds and money market funds.

The Foundation's annual operating budget anticipates receiving funds throughout the year from
the following sources in order to operate on a "break-even" basis: administrative fees, program
service fees, earned revenue from paid training events, annual fundraising events, grant sources,
and donor contributions.

The Foundation’s endowment funds are subject to an annual spending rate of the funds average
market value from a rolling sixteen-quarter period, determined by the Foundation, in order to
meet general expenditures. Although the Foundation does not intend to spend from the
endowment funds (other than amounts appropriated for annual grantmaking and fee assessments
as part of the Board’s annual approval), these amounts could be made available if the Foundation
chose to exercise the variance power granted in the underlying donor agreements.
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3. Give Big Gallatin Valley

Annually, the Foundation hosts Give Big Gallatin Valley (“GBGV”), a 24-hour online and live
celebration of giving created to connect generous community members with the causes they care
about most. In May 2022, the Foundation helped raise over $2,870,000 through 6,120 donors for
230 local nonprofits in Gallatin County. In May 2021, the Foundation helped raise nearly
$2,700,000 through 6,279 donors for 210 local nonprofits in Gallatin County. The Foundation
acts as an intermediary between the donors and the recipient nonprofits, accordingly,
contributions collected on behalf of the designated nonprofits and the associated grants disbursed
are not reflected in the statement of activities. Funds collected through the event donation
platform are distributed directly to the nonprofits they were designated for, and therefore these
donations and grants are not reflected in the statement of activities. Funds that were collected
directly by the Foundation outside of the event donation platform are reflected in the statement
of activities as direct beneficiary gifts.

4. Investments

FASB ASC Topic 820, Fair Value Measurements and Disclosures, defines fair value, establishes
a framework for measuring fair value in generally accepted accounting principles, and enhances
disclosures about fair value measurements. Fair value is defined under Topic 820 as the
exchange price that would be received for an asset or paid to transfer a liability in an orderly
transaction between market participants on the measurement date. Valuation techniques used to
measure fair value under Topic 820 must maximize the use of observable inputs and minimize
the use of unobservable inputs.

The standard describes a fair value hierarchy based on three levels of inputs, of which the first
two are considered observable, and the last unobservable, that may be used to measure fair value.
The levels of inputs are as follows:

Level 1 - Quoted market prices in active markets for identical assets or liabilities.

Level 2 - Inputs other than Level 1 that are observable, either directly or indirectly, such as
quoted market prices for similar assets or liabilities; quoted prices in markets that are not active;
or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities.

Level 3 - Unobservable inputs for the asset or liability. Unobservable inputs shall be used to
measure fair value to the extent that the observable inputs are not available, thereby allowing for
situations in which there is little, if any, market activity for the asset or liability at the
measurement date.

The Board of Directors reviews and approves the Foundation’s fair value measurement policies

and procedures annually. At least annually, the Foundation’s management and the Board
determines if the valuation techniques used in fair value measurements are still appropriate.
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4. Investments (continued)

The following table presents the balance of assets and liabilities carried at fair value on the
statement of financial position as of December 31, 2022:

December 31, 2022
Total Level 1 Level 2 Level 3
Investments
Cash and cash equivalents, at cost ~ $ 850,601 $ -3 - S -
Equities 19,412,467 19,412,467 - -
Mutual funds 7,482,951 7,482,951 - -
Exchange-traded products 2,795,278 2,795,278 - -
Total Investments $ 30,541,297 $ 29,690,696 $ - 3 -
Obligations
Annuity Payment Liability $ 202,710 $ - S 202,710 $ -
Funds Held for Agency Endowments 605,958 605,958 - -
Total Obligations $ 808,668 $ 605,958 $ 202,710 $ -

The following table presents the balance of assets and liabilities carried at fair value on the
statement of financial position as of December 31, 2021:

December 31, 2021
Total Level 1 Level 2 Level 3
Investments
Cash and cash equivalents, at cost $ 1,372,246 § - 5 - 8 -
Fixed income 15,404 - 15,404 -
Equities 41,000,167 41,000,167 -
Mutual funds 8,612,684 8,612,684 -
Exchange-traded products 3,286,826 3,286,826 -
Total Investments $ 54,287,327 $§ 52,899,677 $ 15,404
Obligations
Annuity Payment Liability $ 195322 § - 5 195,322
Funds Held for Agency Endowments 539,774 539,774 -
Total Obligations $ 735,096 $ 539,774 $ 195,322
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4. Investments (continued)

Components of investment interest and dividend income (loss) for the years ended December 31,
2022 and 2021 consist of the following:

2022 2021
Interest and dividend income $ 319,444 $ 357,156
Realized and unrealized gains (losses) (22,931,297) 10,011,386
Investment fees (50,482) (25,592)

$ (22,662,335) $ 10,342,950

5. Endowment Net Assets

The Foundation’s endowment consists of approximately 15 individual funds as of December 31,
2022 and 13 individual funds as of December 31, 2021, established for a variety of purposes. As
required by generally accepted accounting principles, net assets associated with endowment
funds, including quasi-endowments, are classified and reported based on the presence or absence
of donor-imposed restrictions. However, because of the Foundation’s variance power as
described in Note 1, all endowment funds are classified as net assets without donor restrictions.

Interpretation of Relevant Law

Due to the Foundation’s variance power, all of the Foundation’s endowment funds consist of net
assets without donor restrictions that are internally designated to be managed as permanent assets
in accordance with applicable fund agreements, the Foundation’s investment policy and the
Montana Uniform Prudent Management of Institutional Funds Act ("MUPMIFA").

The Foundation’s spending policy, consistent with MUPMIFA, considers the following factors
in managing and investing the endowment funds:

(1) General economic conditions;

(2) The possible effect of inflation and deflation;

(3) The expected tax consequences, if any, of investment decisions or strategies;

(4) The role that each investment or course of action plays within the Foundation's overall
investment portfolio;

(5) The expected total return from income and the appreciation of investments;

(6) Other resources of the Foundation;

(7) The needs of the Foundation and a given institutional fund to make distributions and to
preserve capital; and

(8) An asset’s special relationship or special value, if any, to the purpose of the Foundation.
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5. Endowment Net Assets (continued)

Investment Return Objectives, Risk Parameters and Strategies

The Foundation has adopted an investment and spending policy, as approved and authorized by
the Board of Directors, for endowment assets that attempt to provide a predictable stream of
funding to programs and operations supported by its endowment funds while also seeking to
maintain the purchasing power of the endowment assets over the long-term. Accordingly, the
investment process seeks to achieve a total rate of return that supports its grantmaking, expenses,
investment fees, and inflation. Endowment assets are invested in a well-diversified asset mix,
which includes equity securities and fixed income, that is intended to result in a consistent
inflation-protected rate of return that has sufficient liquidity to make an annual distribution, in
accordance with the Foundation’s spending policy, while growing the funds if possible. Actual
returns in any given year may vary and the Foundation will normally measure whether it has
achieved its objective over a rolling three-year period; however, the Foundation may measure
achievement of such objective more or less frequently. Investment risk is measured in terms of
the total endowment fund; investment assets and allocation between asset class options and
strategies are managed to not expose the funds to unacceptable levels of risk.

Spending Policy

The Foundation sets its annual spending policy for endowment funds by applying a percentage,
determined annually by the Foundation, to a fund’s average net balance. Average net balance is
based on a rolling sixteen-quarter market value as determined by the Foundation. For a fund in
existence for fewer than sixteen-quarters, average net balance is calculated for the period the
fund has been in existence. For the years ended December 31, 2022 and 2021, the spending
distribution percentage was 4.40% and 4.26%, respectively.

In establishing this spending policy, the Foundation considers the long-term expected return on
its endowments. This is consistent with the Foundation’s objective to maintain the purchasing
power of the endowment assets held in perpetuity, as directed by the Board of Directors, as well
as to provide additional real growth through new gifts and investment return.

From time to time, certain endowment funds may have fair values less than the amount required

to be maintained by donors or MUPMIFA. The Foundation has interpreted MUPMIFA to permit
spending from underwater endowments in accordance with prudent measures required by law.
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5. Endowment Net Assets (continued)

As of December 31, 2022, the endowment net assets of the Foundation, as defined by fund type,
were as follows:

Without Donor With Donor

Restrictions Restrictions Total
Endowment Funds:
Undesignated $ 133,111  $ - § 133,111
Donor designated 230,069 - 230,069
Donor advised 1,172,590 - 1,172,590
Field of interest 36,383 - 36,383
Total Endowment Funds $ 1,572,153  $ - $ 1,572,153

As of December 31, 2021, the endowment net assets of the Foundation, as defined by fund type,
were as follows:

Without Donor With Donor

Restrictions Restrictions Total
Endowment Funds:
Undesignated $ 160,218  $ - $ 160,218
Donor designated 274,874 - 274,874
Donor advised 729,624 - 729,624
Field of interest 44,331 - 44,331
Total Endowment Funds $ 1,209,047 $ - $ 1,209,047

As of December 31, 2022 and 2021, a fund with an original gift value of $19,796, fair value of
$4,534 and $6,079, respectively, and a deficiency of $15,262 and $13,717, respectively, was
reported in the endowment net assets without donor restrictions. This deficiency resulted from
unfavorable market conditions that occurred early in 2001 but continued appropriation was
deemed prudent by the Board.

24



ONE VALLEY COMMUNITY FOUNDATION
Notes to the Financial Statements
For the Years Ended December 31, 2022 and 2021

5. Endowment Net Assets (continued)
Changes in endowment net assets during the year ended December 31, 2022 are as follows:

Without Donor With Donor

Restrictions Restrictions Total
Endowment net assets, beginning of year $§ 1,209,047  $ - $ 1,209,047
Contributions 558,839 - 558,839
Investment loss, net (179,587) - (179,587)
Appropriation of endowment assets
for expenditure (16,146) - (16,146)
Endowment net assets, end of year $ 1,572,153 $ - $ 1,572,153

Changes in endowment net assets during the year ended December 31, 2021 are as follows:

Without Donor With Donor

Restrictions Restrictions Total
Endowment net assets, beginning of year $ 797,992  $ - 797,992
Contributions 359,763 - 359,763
Investment return, net 77,436 - 77,436
Appropriation of endowment assets
for expenditure (26,144) - (26,144)
Endowment net assets, end of year $ 1,209,047 $ - $ 1,209,047

During the years ended December 31, 2022 and 2021, fees for management of endowment funds
were approximately $16,147 and $12,250, respectively.
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6. Funds Held as Agency Endowments

The following is a reconciliation of the changes in funds held as agency endowments during the
year ended December 31, 2022 and 2021:

2022 2021
Balance beginning of the year $ 539,774  $ 95,548
Contributions 203,650 435,698
Investment income (loss) (121,698) 11,593
Administrative fees (7,270) (1,388)
Investment fees (3,805) (500)
Distributions (4,693) (1,177)
Balance end of the year $ 605,958  $ 539,774

7. Leases

The Foundation assesses whether an arrangement qualifies as a lease (i.e., conveys the right to
control the use of an identified asset for a period of time in exchange for consideration) at
inception and only reassesses its determination if the terms and conditions of the arrangement are
changed. ROU assets and the lease liabilities are recognized at the lease commencement date
based on the present value of the future lease payments over the expected lease term.

The lease liability is initially and subsequently recognized based on the present value of its future
lease payments. The Foundation elected the option to use the risk-free rate determined using a
period comparable to the lease terms as the discount rate.

The Foundation leases office space under a long-term lease agreement. The lease expires on
September 30, 2025 with an option to extend the lease for two additional three-year periods. The
Foundation included the first three-year renewal period expiring on September 30, 2028 in the
determination of the right-of-use asset and lease liability, as they are reasonably certain to
exercise this renewal option. The lease provides for increases in future minimum monthly rental
payments based on defined increases in the lease agreement. Also, the agreement requires the
Foundation to pay utilities, insurance, and repairs.

The Foundation has elected the short-term lease exemption for all leases with a term of 12
months or less for both existing and ongoing operating leases to not recognize the asset and
liability for these leases. Lease payments for short-term leases are recognized on straight-line
basis.

The office space operating lease expenses and short-term lease expenses are included in
occupancy expense on the statement of functional expenses.
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7. Leases (continued)

The components of lease expense for the year ended December 31, 2022 were as follows:

Operating lease expense $ 14,117
Short-term lease expense 29,457
Total $ 43,574

Total cash paid to meet rental obligations during the years ended December 31, 2022 and 2021
was $41,910 and $23,245, respectively. All leases held during the year ended December 31,
2021 were short-term operating leases.

The following summarizes the weighted-average remaining lease term and weight-average
discount rate at December 31, 2022:

Weighted-average remaining lease term in years for operating leases 5.75
Weighted-average discount rate for operating leases 3.90%

Future minimum operating lease payments are as follows:

Year ended December 31,

2023 $ 50,435

2024 52,956

2025 55,604

2026 58,384

2027 61,304

Thereafter 47,680

Total undiscounted cash flows 326,363

Less: present value discount (35,023)

Total operating lease liabilities $ 291,340

8. Related Party Transactions
For the years ended December 31, 2022 and 2021, board members contributed $136,060 and

$52,540, respectively. Board members made grants from their donor advised funds totaling
$22,000 and $37,100 for the years ended December 31, 2022 and 2021, respectively.
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9. Retirement Plan

The Foundation adopted a Savings Incentive Match Plan for Employees (SIMPLE) for all
employees. According to the Plan, the Foundation will match each participant's elective salary
deferrals, dollar for dollar, up to 3% of each participant's annual gross wages. During the years
ended December 31, 2022 and 2021, the Foundation made a matching contribution to the
SIMPLE plan of $13,594 and $9,725, respectively.

10. Paycheck Protection Program Loan

During 2020, the Foundation was granted a loan of $22,323 accruing interest at 1%, under the
Paycheck Protection Program (PPP) administered by a Small Business Administration (SBA)
approved partner. The loan is uncollateralized and is fully guaranteed by the Federal
government. The Foundation initially recorded the loan as a refundable advance and
subsequently recorded forgiveness when the loan obligation was legally released by the SBA.
The Foundation recognized $22,323 of loan forgiveness income, classified as other income on
the statement of activities, for the year ended December 31, 2021.
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