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Independent Auditor’s Report
To the Board of Directors
E.S.A. Foundation
Fort Collins, Colorado
Report on the Financial Statements
We have audited the accompanying financial statements of E.S.A. Foundation, which comprise the
statements of financial position as of May 31, 2018 and 2017, and the related statements of activities and
cash flows for the years then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of 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 audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits 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.
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Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of E.S.A. Foundation as of May 31, 2018 and 2017, 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.

Fort Collins, Colorado
July 9, 2018

2

E.S.A. Foundation
Statements of Financial Position
May 31, 2018 and 2017

2018
Assets
Cash and cash equivalents
Cash held for Packs For Hunger
Operating investments
Website, net
Endowment investments
Total assets
Liabilities
Scholarships payable
Due to Packs For Hunger
Total liabilities

$

$

$

Net Assets
Unrestricted
Undesignated
Board-designated endowment
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See Notes to Financial Statements

$

113,186
121,314
419,611
31,723
4,637,107
5,322,941

213,300
121,314
334,614

351,220
240,734
591,954
3,332,000
1,064,373
4,988,327
5,322,941

2017
$

$

$

$

144,681
101,835
290,534
35,762
4,443,461
5,016,273

138,600
101,835
240,435

332,377
283,157
615,534
3,107,774
1,052,530
4,775,838
5,016,273
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E.S.A. Foundation
Statement of Activities
Year Ended May 31, 2018

Revenue and Support
Contributions
Scholarship fees
Net investment return
Net assets released from restrictions
Total revenue and support

Unrestricted

Temporarily
Restricted

$

$

Expenses
Program services expense
Scholarships
Other
Total program expenses
Supporting services expense
Management and general
Fundraising and development
Total supporting services expenses
Total expenses
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

See Notes to Financial Statements

$

60,041
31,746
58,537
199,800
350,124

Permanently
Restricted

79,360 $
344,666
(199,800)
224,226

9,884
1,959
11,843

Total
$

149,285
31,746
405,162
586,193

213,300
133,675
346,975

-

-

213,300
133,675
346,975

17,734
8,995
26,729
373,704

-

-

17,734
8,995
26,729
373,704

(23,580)
224,226
615,534
3,107,774
591,954 $ 3,332,000

11,843
1,052,530
$ 1,064,373

212,489
4,775,838
$ 4,988,327
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E.S.A. Foundation
Statement of Activities
Year Ended May 31, 2017

Revenue and Support
Contributions
Scholarship fees
Net investment return
Net assets released from restrictions
Total revenue and support

Unrestricted

Temporarily
Restricted

$

$

Expenses
Program services expense
Scholarships
Other
Total program expenses
Supporting services expense
Management and general
Fundraising and development
Total supporting services expenses
Total expenses
Change in Net Assets
Net Assets, Beginning of Year
Net Assets, End of Year

See Notes to Financial Statements

$

55,590
28,985
78,448
122,854
285,877

Permanently
Restricted

337,412 $
365,275
(122,854)
579,833

11,761
1,829
13,590

Total
$

404,763
28,985
445,552
879,300

138,600
132,801
271,401

-

-

138,600
132,801
271,401

19,639
7,496
27,135
298,536

-

-

19,639
7,496
27,135
298,536

(12,659)
579,833
628,193
2,527,941
615,534 $ 3,107,774

13,590
1,038,940
$ 1,052,530

580,764
4,195,074
$ 4,775,838
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E.S.A. Foundation
Statements of Cash Flows
Years Ended May 31, 2018 and 2017

2018
Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
from (used for) operating activities
Depreciation
Realized and unrealized (gain) on operating investments
Endowment net investment return
Contributions restricted to endowment
Donated securities
Changes in operating assets and liabilities
Scholarships payable
Deferred revenue
Net Cash used for Operating Activities

$

Cash Flows from Investing Activities
Improvements to website
Proceeds from sales of operating investments
Addition to endowment
Net Cash from Investing Activities
Cash Flows from Financing Activities
Collections of contributions restricted to endowment
Net Cash from Financing Activities
Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year

See Notes to Financial Statements

$

212,489

2017
$

580,764

4,039
(43,100)
(361,165)
(9,884)
-

12,120
(42,724)
(385,112)
(11,761)
(250,000)

74,700
(122,921)

(91,700)
(1,500)
(189,913)

91,426
(9,884)
81,542

(31,723)
236,651
(11,761)
193,167

9,884
9,884

11,761
11,761

(31,495)
144,681
113,186

$

15,015
129,666
144,681
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Note 1 -

Principal Activity and Significant Accounting Policies

Organization
E.S.A. Foundation (the Foundation) is a nonprofit organization established to promote continuing education and
activities that make a positive difference in the world community. Voluntary contributions of time and money
from E.S.A. members, E.S.A. Foundation members, and friends of the Foundation are the major sources of
support. In addition, the Foundation receives funds from individuals applying for scholarships. The Foundation
supports the service and leadership programs and the philanthropic projects of Epsilon Sigma Alpha International.
Cash and Cash Equivalents
The Foundation considers all cash and highly liquid financial instruments with original maturities of three months
or less, and which are neither held for nor restricted by donors for long-term purposes, to be cash and cash
equivalents. Cash and highly liquid financial instruments restricted to permanent endowment or other long-term
purposes of the Foundation are excluded from this definition.
Investments
Investment purchases are recorded at cost, or if donated, at fair value on the date of donation. Thereafter,
investments are reported at their fair values in the statements of financial position. Net investment return/(loss) is
reported in the statements of activities and consists of interest and dividend income, realized and unrealized
capital gains and losses, less investment management and custodial fees.
Website
Website development expenditures are recorded at cost or, if donated, at fair value on the date of donation.
Depreciation is computed using the straight-line method over an estimated useful life of five years.
The Foundation reviews the carrying value of its capitalized website expenditures for impairment whenever
events or circumstances indicate that the carrying value of the asset may not be recoverable from the estimated
future cash flows expected to result from its use and eventual disposition. When considered impaired, an
impairment loss is recognized to the extent carrying value exceeds the fair value of the asset. There were no
indicators of asset impairment during the years ended May 31, 2018 and 2017.
Net Assets
Net assets, revenues, gains, and losses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified and reported as follows:
Unrestricted Net Assets – Net assets available for use in general operations. Unrestricted board-designated net
assets consist of net assets designated by the Board of Directors for endowment.
Temporarily Restricted Net Assets – Net assets subject to donor restrictions that may or will be met by
expenditures or actions of the Foundation and/or the passage of time, and certain income earned on
permanently restricted net assets that has not yet been appropriated for expenditure by the Foundation’s Board
of Directors.
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

The Foundation reports contributions as temporarily restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is, when a stipulated
time restriction ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statements of activities as net assets released from restrictions.
Permanently Restricted Net Assets – Net assets whose use is limited by donor-imposed restrictions that neither
expire by the passage of time nor can be fulfilled or otherwise removed by action of the Foundation. The
restrictions stipulate that resources be maintained permanently but permit the Foundation to expend the income
generated in accordance with the provisions of the agreements.
Revenue and Revenue Recognition
Revenue is recognized when earned. Contributions are recognized when cash, securities or other assets, an
unconditional promise to give, or notification of a beneficial interest is received. Conditional promises to give are
not recognized until the conditions on which they depend have been substantially met.
Funds collected on behalf of other 501(c)(3) organizations are not reflected in revenue. Instead, funds collected
but not yet forwarded to the organizations are reflected on the statements of financial position as both cash funds
and liabilities.
The Foundation collects monies from its members and supporters that are then forwarded to the donor-designated
501(c)(3) organizations. These funds are not reflected in revenue and, because the funds are immediately
forwarded to the respective donor-designated organizations, there are no balances to report on the statements of
financial position.
Functional Allocation of Expenses
The costs of program and supporting services activities have been summarized on a functional basis in the
statements of activities. Accordingly, certain costs have been allocated among the programs and supporting
services benefited. Note 6 presents total expenses by function.
Income Taxes
The Foundation is organized as a nonprofit corporation and has been recognized by the Internal Revenue Service
(IRS) as exempt from federal income taxes under Section 501(a) of the Internal Revenue Code as an organization
described in Section 501(c)(3), qualifies to receive charitable contributions as a public charity under 509(a)(1)
Section 170(b)(1)(A)(vi), and has not been determined to be a private foundation under Section 509(a). The entity
is annually required to file a Return of Organization Exempt from Income Tax (Form 990) with the IRS. In
addition, the entity is subject to income tax on net income that is derived from business activities that are
unrelated to their exempt purposes. The entity has determined it is not subject to unrelated business income tax
and has not filed an Exempt Organization Business Income Tax Return (Form 990-T) with the IRS.
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Estimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of 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 and those differences could be material.
Financial Instruments and Credit Risk
The Foundation manages deposit concentration risk by placing cash and money market accounts with financial
institutions believed by management to be creditworthy. At times, amounts on deposit may exceed insured limits
or include uninsured investments in money market mutual funds. To date, the Foundation has not experienced
losses in any of these accounts. Investments are made by diversified investment managers whose performance is
monitored by management and the Board of Directors. Although the fair values of investments are subject to
fluctuation on a year-to-year basis, management and the Board of Directors believe that the investment policies
and guidelines are prudent for the long-term welfare of the Foundation.
Subsequent Events
The Foundation has evaluated subsequent events through July 9, 2018, the date the financial statements were
available to be issued.

Note 2 -

Fair Value Measurements and Disclosures

Certain assets are reported at fair value in the financial statements. Fair value is the price that would be received
to sell an asset in an orderly transaction in the principal, or most advantageous, market at the measurement date
under current market conditions regardless of whether that price is directly observable or estimated using another
valuation technique. Inputs used to determine fair value refer broadly to the assumptions that market participants
would use in pricing the asset, including assumptions about risk. Inputs may be observable or unobservable.
Observable inputs are inputs that reflect the assumptions market participants would use in pricing the asset based
on market data obtained from sources independent of the reporting entity. Unobservable inputs are inputs that
reflect the reporting entity’s own assumptions about the assumptions market participants would use in pricing the
asset based on the best information available. A three-tier hierarchy categorizes the inputs as follows:
Level 1 – quoted prices (unadjusted) in active markets for identical assets that the Foundation can access at
the measurement date.
Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset, either
directly or indirectly. These include quoted prices for similar assets in active markets, quoted prices for
identical or similar assets in markets that are not active, inputs other than quoted prices that are observable for
the asset, and market-corroborated inputs.
Level 3 – Unobservable inputs for the asset. In these situations, the Foundation develops inputs using the best
information available in the circumstances.
In some cases, the inputs used to measure the fair value of an asset might be categorized within different levels of
the fair value hierarchy. In those cases, the fair value measurement is categorized in its entirety in the same level
of the fair value hierarchy as the lowest level input that is significant to the entire measurement.
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Assessing the significance of a particular input to entire measurement requires judgment, taking into account
factors specific to the asset. The categorization of an asset within the hierarchy is based upon the pricing
transparency of the asset and does not necessarily correspond to the Foundation’s assessment of the quality, risk
or liquidity profile of the asset.
All of the Foundation’s investment assets are classified within Level 1 because they are comprised of open-end
mutual funds with readily determinable fair values based on daily redemption values.
The following table presents assets measured at fair value on a recurring basis at May 31, 2018:

Total
Operating investments
Bond mutual funds
Equity mutual funds

Endowment investments
Bond mutual funds
Equity mutual funds

Fair Value Measurements at Report Date Using
Quoted Prices in
Significant
Active Markets
Other
Significant
for Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

$

120,305
299,306

$

120,305
299,306

$

-

$

-

$

419,611

$

419,611

$

-

$

-

$

1,329,490
3,307,617

$

1,329,490
3,307,617

$

-

$

-

$

4,637,107

$

4,637,107

$

-

$

-

The following table presents assets measured at fair value on a recurring basis at May 31, 2017:

Total
Operating investments
Bond mutual funds
Equity mutual funds

Endowment investments
Bond mutual funds
Equity mutual funds

Fair Value Measurements at Report Date Using
Quoted Prices in
Significant
Active Markets
Other
Significant
for Identical
Observable
Unobservable
Assets
Inputs
Inputs
(Level 1)
(Level 2)
(Level 3)

$

87,603
202,931

$

87,603
202,931

$

-

$

-

$

290,534

$

290,534

$

-

$

-

$

1,341,053
3,102,408

$

1,341,053
3,102,408

$

-

$

-

$

4,443,461

$

4,443,461

$

-

$

-
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Note 3 -

Net Investment Return

Net investment return consists of the following for the years ended May 31, 2018 and 2017:

2018
Operating investments
Interest and dividends
Net realized and unrealized gain
Less investment management and custodial fees

$

Endowment investments
Interest and dividends
Net realized and unrealized gain
Less investment management and custodial fees

$

26,887
353,804
(19,525)
361,165
$

Note 4 -

3,275
43,100
(2,379)
43,997

2017

405,162

20,418
42,724
(2,702)
60,440
130,099
272,233
(17,220)
385,112

$

445,552

Endowments

The Foundation’s endowment (the Endowment) consists of approximately 200 individual funds established by
donors to provide annual funding for specific activities and general operations. The Endowment also includes
certain unrestricted net assets designated for endowment by the Board of Directors. Net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-imposed restrictions.
The Foundation’s Board of Directors has interpreted the Colorado Uniform Prudent Management of Institutional
Funds Act (UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the
donor-restricted endowment funds, unless there are explicit donor stipulations to the contrary. At May 31, 2018
and 2017, there were no such donor stipulations. As a result of this interpretation, the Foundation classifies as
permanently restricted net assets (a) the original value of gifts donated to the Endowment, (b) the original value of
subsequent gifts donated to the Endowment, and (c) accumulations to the Endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added. The remaining portion
of the donor-restricted endowment 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 Foundation considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:








The duration and preservation of the fund
The purposes of the organization and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the organization
The investment policies of the organization
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

As of May 31, 2018 and 2017, the Foundation had the following endowment net asset composition by type of
fund:

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

May 31, 2018
Board-designated
endowment
Donor-restricted
endowment

$

240,734

$

-

-

$

3,332,000

-

$

1,064,373

240,734
4,396,373

$

240,734

$

3,332,000

$

1,064,373

$

4,637,107

$

283,157

$

-

$

-

$

283,157

May 31, 2017
Board-designated
endowment
Donor-restricted
endowment

$

283,157

3,107,774
$

3,107,774

1,052,530
$

1,052,530

4,160,304
$

4,443,461

Investment and Spending Policies
The Foundation has adopted investment and spending policies for the Endowment that attempt to provide a
predictable stream of funding for operations while seeking to maintain the purchasing power of the endowment
assets. Over time, long-term rates of return should be equal to an amount sufficient to maintain the purchasing
power of the Endowment assets, to provide the necessary capital to fund the spending policy, and to cover the
costs of managing the Endowment investments. The target minimum rate of return is the Consumer Price Index
plus 5% on an annual basis. Actual returns in any given year may vary from this amount. To satisfy this long-term
rate-of-return objective, the investment portfolio is structured on a total-return approach through which
investment returns are achieved through both capital appreciation (realized and unrealized) and current yield
(interest and dividends). A significant portion of the funds are invested to seek growth of principal over time.
The Foundation accumulates net assets contributed with purpose restrictions, aggregate investment return, less
donor-directed spending by fund, as temporarily restricted net assets. Adequate fund net assets must be available
prior to any spending.
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Changes in Endowment net assets for the year ending May 31, 2018 are as follows:

Endowment net assets, beginning of year

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$

283,157

$ 3,107,774

$ 1,052,530

$ 4,443,461

14,540
6,900

344,666
79,360

1,959
9,884

361,165
96,144

Investment return
Contributions
Distributions
Appropriation of endowment assets
pursuant to spending-rate policy
Appropriation of board-designated
endowment assets
Transfer to remove board-designated
endowment fund
Endowment net assets, end of year

-

$

(2,054)

-

-

(199,800)
(2,054)

(61,809)

-

-

(61,809)

$ 3,332,000

$ 1,064,373

240,734

(199,800)

-

$ 4,637,107

Changes in Endowment net assets for the year ending May 31, 2017 are as follows:

Endowment net assets, beginning of year

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$

262,543

$ 2,527,941

$ 1,038,940

$ 3,829,424

18,008
11,286

365,275
337,412

1,829
11,761

385,112
360,459

Investment return
Contributions
Distributions
Appropriation of endowment assets
pursuant to spending-rate policy
Appropriation of board-designated
endowment assets
Endowment net assets, end of year

(8,680)
$

283,157

(122,854)

-

-

-

$ 3,107,774

$ 1,052,530

(122,854)
(8,680)
$ 4,443,461
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Note 5 -

Restricted Net Assets

Temporarily Restricted
Temporarily restricted net assets at May 31, 2018 and 2017, consist of:

2018
Unspent appreciation of Endowment funds which must be
appropriated for expenditure before use
Restricted by donors for scholarships

$

3,332,000

2017

$

3,107,774

Net assets were released from restrictions as follows during the years ended May 31, 2018 and 2017:

2018
Restricted-purpose spending rate
distributions and appropriations
Scholarships

$

199,800

2017

$

122,854

Permanently Restricted
Permanently restricted net assets consist of Endowment funds restricted by donors for investment in perpetuity.
Earnings on Endowment funds are available for scholarships.

Note 6 -

Functionalized Expenses

Total expenses by function were as follows for the years ended May 31, 2018 and 2017:

2018
Program services
Management and general (includes investment
management fees of $21,904 and $19,922)
Fundraising and development
Total functionalized expenses

$

346,975

2017
$

39,638
8,995
$

395,608

271,401
39,561
7,496

$

318,458
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E.S.A. Foundation
Notes to Financial Statements
May 31, 2018 and 2017

Note 7 -

Related Party Transactions

During both the years ended May 31, 2018 and 2017, the Foundation purchased administrative services totaling
$91,200 from E.S.A. Membership Corporation. This entity has common board members with the Foundation but
is not controlled by the Foundation.
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