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Independent Auditor’s Report

To the Board of Directors of
Greater Worcester Community Foundation, Inc.:

Opinion

We have audited the financial statements of Greater Worcester Community Foundation, Inc. (a
Massachusetts nonprofit corporation) (the Foundation), which comprise the statements of financial
position as of December 31, 2024 and 2023, and the related statements of activities and changes in net
assets, cash flows, and functional expenses for the years then ended, and the related notes to the
financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Greater Worcester Community Foundation, Inc. as of December 31, 2024 and 2023,
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 (GAAS). 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 the 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

As discussed in Note 13 to the financial statements, the 2023 financial statements have been restated to
retrospectively apply the Foundation’s change in accounting principle related to the accounting for
scholarships payable. Our opinion 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 the Foundation's ability to
continue as a going concern within one year after the date that the financial statements are available to
be issued.
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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 GAAS 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 GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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 the 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 the 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 audit.

AATCHA, Lo

Westborough, Massachusetts
May 5, 2025

Page 1A



GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statements of Financial Position
December 31, 2024 and 2023

Assets 2024 2023 (Restated)
Assets:
Cash - operations S 2,859,830 S 1,574,015
Cash - investment 2,936,194 2,060,380
Loan receivable 400,997 -
Pledges and grants receivable 18,518 876,391
Investments 219,666,995 200,112,071
Split-interest agreements (charitable gift annuities
and pooled income funds) 1,030,253 994,964
Operating right-of-use asset 400,060 468,873
Property and equipment, net 25,336 39,134
Other assets 60,666 70,821

Total assets

Liabilities and Net Assets

$ 227,398,849

$ 206,196,649

Liabilities:
Distributions payable
Accounts payable and accrued expenses
Operating lease liability
Split-interest obligations (charitable gift annuities
and pooled income funds)
Funds held as agency endowments

Total liabilities
Net Assets:
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

$ 1,502,150 $ 1,006,750
173,959 203,002
410,507 474,712
816,775 795,678

53,225,772 45,582,620
56,129,163 48,062,762
10,256,206 7,040,182
161,013,480 151,093,705
171,269,686 158,133,887

$ 227,398,849

$ 206,196,649

The accompanying notes are an integral part of these statements.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2024

Without With
Donor Donor
Restrictions Restrictions Total

Revenues:
Total investment return, net S 1,787,683 S 23,571,321 S 25,359,004
Less - investment return for agency endowments - (5,902,836) (5,902,836)
Net investment return 1,787,683 17,668,485 19,456,168
Gifts and donations 551,997 6,362,571 6,914,568
Less - gifts and donations for agency endowments - (3,241,328) (3,241,328)
Net gifts and donations 551,997 3,121,243 3,673,240
Fees on agency endowments and other earned income 381,203 - 381,203
Change in value of split-interest agreements - (14,192) (14,192)
Net assets released for distributions, net of agency funds 7,877,982 (7,877,982) -
Net assets released for operations 2,977,779 (2,977,779) -
Sub-total 11,236,964 (10,869,953) 367,011
Total revenues 13,576,644 9,919,775 23,496,419

Expenses:
Total distributions 8,528,859 - 8,528,859
Less - distributions for agency funds (1,119,809) - (1,119,809)
Net distributions 7,409,050 - 7,409,050
Personnel and other expenses 2,951,570 - 2,951,570
Total expenses 10,360,620 - 10,360,620
Changes in net assets 3,216,024 9,919,775 13,135,799

Net Assets:

Beginning of year, as restated 7,040,182 151,093,705 158,133,887
End of year S 10,256,206 S 161,013,480 S 171,269,686

The accompanying notes are an integral part of these statements. Page 3



GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statement of Activities and Changes in Net Assets
For the Year Ended December 31, 2023 (as Restated)

Revenues:
Total investment return, net

Less - investment return for agency endowments

Net investment return

Gifts and donations

Less - gifts and donations for agency endowments

Net gifts and donations

Fees on agency endowments and other earned income

Other support

Change in value of split-interest agreements
Net assets released for distributions, net of agency funds

Net assets released for operations
Sub-total
Total revenues

Expenses:
Total distributions
Less - distributions for agency funds

Net distributions

Personnel and other expenses
Total expenses

Changes in net assets

Net Assets:
Beginning of year, as restated

Reclassification

End of year, as restated

Without
Donor
Restrictions

With
Donor
Restrictions

Total

$ 1,127,990

$ 29,694,590
(6,976,546)

$ 30,822,580
(6,976,546)

1,127,990 22,718,044 23,846,034
1,361,310 9,773,527 11,134,837
- (1,700,933) (1,700,933)
1,361,310 8,072,594 9,433,904
313,721 - 313,721
12,077 - 12,077
- 82,740 82,740
7,044,589 (7,044,589) -
1,833,571 (1,833,571) -
9,203,958 (8,795,420) 408,538
11,693,258 21,995,218 33,688,476
8,979,334 - 8,979,334
(1,026,168) - (1,026,168)
7,953,166 - 7,953,166
2,755,385 - 2,755,385
10,708,551 - 10,708,551
984,707 21,995,218 22,979,925
5,975,701 129,178,261 135,153,962
79,774 (79,774) .

S 7,040,182

$ 151,093,705

S 158,133,887

The accompanying notes are an integral part of these statements.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statements of Cash Flows
For the Years Ended December 31, 2024 and 2023

Cash Flows from Operating Activities:
Changes in net assets
Adjustments to reconcile changes in net assets to net cash
provided by (used in) operating activities:

Depreciation

Non-cash lease expense

Net investment gains

Change in value of split-interest agreements

Non-cash donations - securities

Donations to be held in perpetuity

Changes in operating assets and liabilities:
Proceeds from sales and maturities of investments
Payments for purchases of investments
Loan receivable
Pledges and grants receivable
Other assets
Distributions payable
Accounts payable and accrued expenses
Change in operating lease liability
Funds held as agency endowments

Net cash provided by (used in) operating activities

Cash Flows from Investing Activities:
Purchases of property and equipment

Cash Flows from Financing Activities:
Donations to be held in perpetuity

Net Change in Cash

Cash:
Beginning of year

End of year

Supplemental Disclosure of Non-Cash Investing Transactions:
Unrealized gains on investments

2024 2023 (Restated)

$ 13,135,799 $ 22,979,925
16,021 19,495
68,813 19,175
(24,062,688) (29,575,060)
14,192 (82,740)
(523,226) (436,007)
(1,111,807) (5,632,767)
68,806,334 60,001,287
(63,803,728) (61,451,391)
(400,997) -
857,873 (788,560)
10,155 49,877
495,400 (97,030)
(29,043) 41,109
(64,205) (13,336)
7,643,152 7,337,589
1,052,045 (7,628,434)
(2,223) (10,844)
1,111,807 5,632,767
2,161,629 (2,006,511)
3,634,395 5,640,906

$ 5,796,024 $ 3,634,395
$ 19,156,723 $ 29,876,291
Page 5
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statement of Functional Expenses
For the Year Ended December 31, 2024

(With Summarized Comparative Totals for the Year Ended December 31, 2023)

Distributions

Personnel:
Salaries and wages
Taxes and benefits
Deferred compensation

Total personnel

Other:
Program consulting and professional fees
Office expenses
Other expenses
Public relations and advertising
Occupancy
Software licensing and support
Meetings and events
Accounting and audit services
Memberships and subscriptions
Depreciation
Legal fees
Temporary help

Total other

Total operating expenses

Less - distributions for
agency funds

Total expenses

2024 2023
Grantmaking Donor General
and Services and
Community and Adminis-
Leadership Development trative Total Total
S 8,528,859 S - S - S 8,528,859 S 8,979,334
819,644 380,549 263,457 1,463,650 1,074,972
248,802 115,515 79,972 444,289 333,871
13,373 6,209 4,299 23,881 8,567
1,081,819 502,273 347,728 1,931,820 1,417,410
179,389 83,315 57,680 320,384 317,945
72,762 33,783 23,388 129,933 87,195
60,051 27,881 19,302 107,234 43,100
53,929 25,038 17,334 96,301 123,519
53,619 24,865 17,325 95,809 80,302
45,381 21,070 14,587 81,038 68,966
37,185 17,264 11,952 66,401 37,801
25,712 11,938 8,265 45,915 77,397
17,403 8,080 5,594 31,077 22,421
- - 16,021 16,021 19,495
- - 15,439 15,439 236,955
7,951 3,691 2,556 14,198 222,879
553,382 256,925 209,443 1,019,750 1,337,975
10,164,060 759,198 557,171 11,480,429 11,734,719
(1,119,809) - - (1,119,809) (1,026,168)
S 9,044,251 S 759,198 S 557,171 $ 10,360,620 S 10,708,551
The accompanying notes are an integral part of these statements. Page 6




GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Statement of Functional Expenses

For the Year Ended December 31, 2023 (as Restated)

Distributions

Personnel:
Salaries and wages
Taxes and benefits
Deferred compensation

Total personnel

Other:
Program consulting and professional fees
Office expenses
Other expenses
Public relations and advertising
Occupancy
Software licensing and support
Meetings and events
Accounting and audit services
Memberships and subscriptions
Depreciation
Legal fees
Temporary help

Total other

Total operating expenses

Less - distributions for
agency funds

Total expenses

Grantmaking Donor General
and Services and
Community and Adminis-
Leadership Development trative Total
S 8,979,334 S - S - S 8,979,334
408,033 376,878 290,061 1,074,972
126,871 116,855 90,145 333,871
2,570 4,284 1,713 8,567
537,474 498,017 381,919 1,417,410
120,819 111,281 85,845 317,945
33,134 30,518 23,543 87,195
14,291 17,191 11,618 43,100
46,937 43,232 33,350 123,519
28,296 26,062 25,944 80,302
26,207 24,138 18,621 68,966
15,109 12,810 9,882 37,801
10,000 - 67,397 77,397
8,520 7,847 6,054 22,421
- - 19,495 19,495
- - 236,955 236,955
129,351 66,806 26,722 222,879
432,664 339,885 565,426 1,337,975
9,949,472 837,902 947,345 11,734,719
(1,026,168) - - (1,026,168)
S 8,923,304 S 837,902 S 947,345 S 10,708,551

The accompanying notes are an integral part of these statements.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

1. OPERATIONS AND NONPROFIT STATUS

Greater Worcester Community Foundation, Inc. (the Foundation) is a not-for-profit organization
that administers and distributes funds and property, which have been contributed by private
donors, to worthy organizations throughout the greater Worcester community.

The Foundation is exempt from Federal income taxes as an organization (not a private
foundation) formed for charitable purposes under Section 501(c)(3) of the Internal Revenue
Code (IRC). The Foundation is also exempt from state income taxes. Donors may deduct
contributions made to the Foundation within the requirements of the IRC.

2. SIGNIFICANT ACCOUNTING POLICIES

The Foundation prepares its financial statements in accordance with generally accepted
accounting standards and principles (U.S. GAAP) established by the Financial Accounting
Standards Board (FASB). References to U.S. GAAP in these notes are to the FASB Accounting
Standards Codification (ASC).

Estimates

The preparation of financial statements in accordance 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.

Investments

The Foundation has adopted an investment policy for endowment assets that includes those
assets of donor-restricted funds that the Foundation must hold in perpetuity. Under this policy,
as approved by the Board of Directors, the primary long-term financial objective is to preserve
and grow the principal value of the endowment investment portfolio to provide a dependable
source of revenue for charitable distribution and expenses.

To satisfy its investment objectives, the Foundation relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized
gains) and current yield (interest and dividends). The Foundation targets a diversified asset
allocation that includes equities, alternative and fixed income within prudent risk constraints.

Investment securities are exposed to various risks including, but not limited to, interest rate and
market and credit risks. Due to the level of risk associated with certain investment securities, it
is at least reasonably possible that changes in the values of investment securities will occur in
the near term. The Foundation seeks to minimize market risk by diversifying its investment
portfolio.

Investments in equity and fixed income securities are reported at fair value using quoted market
prices. Alternative investments are also reported at fair value. Alternative investments are
primarily made under agreements to participate in limited partnerships or limited liability
companies and may be subject to certain withdrawal restrictions. In accordance with standards
pertaining to FASB's Accounting Standards Update (ASU) No. 2015-07, Investments in Certain
Entities That Calculate Net Asset Value per Share (or its Equivalent), the Foundation uses each
fund’s net asset value per share to calculate and report the fair value of these investments.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments (Continued)

Gains or losses on investments are reported in the statements of activities and changes in net
assets as increases or decreases in net assets without donor restrictions unless their use is
restricted by explicit donor stipulations or by law.

State law has been interpreted to require that, unless explicitly stated otherwise by the donor,
realized and unrealized appreciation on net assets with donor restrictions should be classified in
the net asset with donor restrictions classification until appropriated for use by the governing
Board. Accordingly, based on the terms of the underlying gift instruments, net investment gains
and losses on endowment funds of the Foundation are classified as donor restricted.

Endowment Spending Policy

The Foundation adopts a spending policy for grant distributions from donor restricted
endowments that in 2024 and 2023 was 4.0% of market value, averaged over twenty trailing
quarters, except for spending on newly received funds. In addition, the Foundation draws an
administrative fee that ranges from 0.75% to 1.95% (see Note 4). The Foundation’s governing
Board annually establishes a spending rate to support current operations, including
distributions.

Agency Funds

The Foundation accepts contributions from a donor and agrees to transfer those assets, the
return on investments of those assets, or both, to another entity that is specified by the donor.
If a not-for-profit organization establishes a fund at a community foundation with its own funds
and specifies itself as the beneficiary of that fund, that community foundation must account for
the transfer of such assets as a liability rather than as a contribution.

In accordance with U.S. GAAP, the Foundation accounts for agency funds as liabilities equal to
the fair value of the assets. All agency endowment activity is segregated on the statements of
activities and changes in net assets and is reflected in the funds held as agency endowments in
the accompanying statements of financial position. Fees on agency endowments are recognized
as they are earned.

Property and Equipment and Depreciation

Purchased property and equipment are recorded at cost. Donated property and equipment are
recorded at fair value at the time of donation. Renewals and betterments in excess of $2,500
are capitalized as additions to property, while repairs and maintenance are expensed as
incurred (see Note 6).

Depreciation of property and equipment is computed using the straight-line method over the
following estimated useful lives:

Leasehold improvements Life of lease
Furniture and fixtures 7 years
Office equipment 4 - 5 years
Website 3 years
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Distributions

The Foundation recognizes distributions expense at the time the grant or scholarship is
approved and any conditions are met. All grants are ratified by the Board. The Foundation
awarded distributions of $7,409,050 and $7,953,166, net of agency distributions of $1,119,809
and $1,026,168, during the years ended December 31, 2024 and 2023, respectively.

During 2024, the Foundation enacted a change in accounting principle, whereby scholarships
are recorded as an expense in the year awarded. Previously, future scholarship payments were
deemed conditional. As of December 31, 2024 and 2023, distributions payable includes
$912,150 and $811,750, respectively, of scholarships payable. See Note 13 for a summary of
restated amounts as a result of the change in accounting policy.

Distributions payable were $1,502,150 and $1,006,750 at December 31, 2024 and 2023,
respectively. Distributions are payable as follows at December 31:

2024 2023
2024 S - S 754,750
2025 589,850 237,000
2026 408,150 15,000
2027 252,250 -
2028 102,000 -
2029 99,900 -
2030 50,000 -

$ 1,502,150 $ 1,006,750

Gifts and Donations

In accordance with FASB's ASU 2018-08, Not-for-Profit Entities: Clarifying the Scope and the
Accounting Guidance for Contributions Received and Contributions Made (Topic 958), the
Foundation must determine whether a grant or contribution (or a promise) is conditional or
unconditional for transactions deemed to be a contribution. A contribution is considered to be
a conditional contribution if an agreement includes a barrier that must be overcome and either
a right of return of the assets or a right of release of a promise to transfer assets exists.
Indicators of a barrier include a measurable performance-related barrier or another measurable
barrier, a stipulation that limits discretion by the recipient on the conduct of an activity, and
stipulations that are related to the purpose of the agreement. Topic 958 prescribes that the
Foundation should not consider probability of compliance with the barrier when determining if
such awards are conditional and should be reported as conditional grant advance liabilities until
such conditions are met.

Gifts and donations received or unconditionally pledged are recorded as net assets without
donor restrictions or net assets with donor restrictions depending on the nature and donor
provisions of the gift or donation provided. Gifts and donations may include actual gifts or
unconditional promises to give. Such donations are considered to be available for use without
donor restrictions unless specifically restricted by the donor or grantor. Donations of assets
other than cash are recorded at fair value on the date of the gift. Restricted gifts or promises to
give are required to be reported as restricted support in the period received and are reclassified
to net assets without donor restrictions upon satisfaction of the donor restriction
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Bequests

Bequests are recorded when there is an irrevocable right to the bequest and the proceeds are
determinable.

Subsequent Events

Subsequent events have been evaluated through May 5, 2025, which is the date the financial
statements were available to be issued. There were no events that met the criteria for
recognition or disclosure.

Income Taxes

The Foundation accounts for uncertainty in income taxes in accordance with ASC Topic, Income
Taxes. This standard clarifies the accounting for uncertainty in tax positions and prescribes a
recognition threshold and measurement attribute for the financial statements regarding a tax
position taken or expected to be taken in a tax return. The Foundation has determined that
there are no uncertain tax positions which qualify for either recognition or disclosure in the
financial statements at December 31, 2024 and 2023. The Foundation's information returns are
subject to examination by the Federal and state jurisdictions.

Fair Value Measurements

The Foundation follows the accounting and disclosure standards pertaining to ASC Topic, Fair
Value Measurements, for qualifying assets and liabilities. Fair value is defined as the price that
the Foundation would receive upon selling an asset or pay to settle a liability in an orderly
transaction between market participants.

The Foundation uses a framework for measuring fair value that includes a hierarchy that
categorizes and prioritizes the sources used to measure and disclose fair value. This hierarchy is
broken down into three levels based on inputs that market participants would use in valuing the
financial instruments based on market data obtained from sources independent of the
Foundation. Inputs refer broadly to the assumptions that market participants would use in
pricing the financial instrument, 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 financial instrument developed 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 developed based on the best information available.

The three-tier hierarchy of inputs is summarized in the three broad levels as follows:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets
at the measurement date.

Level 2 - Inputs other than quoted prices that are observable for the asset either directly
or indirectly, including inputs in markets that are not considered to be active.

Level 3 - Inputs that are unobservable, and which require significant judgment or
estimation. Level 3 also includes investments with notice periods for redemption
of more than ninety days.

An asset or liability's level within the framework is based upon the lowest level of any input that
is significant to the fair value measurement.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair Value Measurements (Continued)
Cash - Investment

Cash - investment includes all cash accounts held by investment managers which are valued
using Level 1 inputs. Cash - investment is considered to be cash for statements of cash flows
purposes.

Investments

Investments are recorded in the financial statements at fair value. If an investment is directly
held by the Foundation and an active market with quoted prices exists, the market price of an
identical security is used to report fair value. Reported fair values of shares in mutual funds are
based on share prices reported by the funds as of the last business day of the fiscal year.

The Foundation's interests in alternative investment funds are generally reported at the net
asset value (NAV) reported by fund managers. In accordance with standards pertaining to
Investments in Certain Entities That Calculate Net Asset Value per Share (or its Equivalent), the
Foundation uses each fund’s NAV per share to calculate and report the fair value of these
investments. Values for these alternative investment funds, which may invest in both
marketable and non-marketable securities, are determined by the Foundation’s management
based on information provided by each partnership's general partner or limited liability
corporation’s (LLC) managing member and may be based on historical cost, appraisals, market
values discounted for concentration of ownership, or other estimates. Because of the inherent
uncertainty of valuing the investments in such partnerships and LLCs and uncertainty of the
value of the underlying investments held by the partnerships and LLCs, the Foundation’s
estimate of fair value may differ significantly from the values that would have been used had a
readily available market value for the investments existed, and that difference may be material.
If a valuation was not available from the general partner or managing member as of year-end,
the financial statements report the most recent prior valuation updated by subsequent capital
calls and distributions. The Foundation believes that the carrying amount of its limited liability
partnership and LLC investments is a reasonable estimate of fair value as of December 31, 2024
and 2023.

A summary of inputs used in valuing the Foundation's investments as of December 31, 2024 and
2023, is included in Note 3.

Split-Interest Obligations

A liability for split-interest obligations (see Note 5) is recorded when the split-interest
agreement is established at the estimated net present value of future cash flows using a risk-
adjusted discount rate commensurate with the duration of the estimated payments. These
inputs to the fair value estimate are considered Level 3 in the fair value hierarchy.

All Other Assets and Liabilities

The carrying value of all other qualifying assets and liabilities does not differ materially from its
estimated fair value and is considered Level 1 in the fair value hierarchy.

Page 12



GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Pledges and Grants Receivable

Pledges and grants receivable consist of gifts and donations committed but not yet received. At
December 31, 2024, 89% of pledges and grants receivable were due from two donors and are
expected to be collected in 2025. At December 31, 2023, pledges and grants receivable were
due from three donors and were collected in 2024.

Functional Expense Allocation

The statements of functional expenses reflect costs attributable to program and supporting
functions. Personnel costs are allocated based on staff functions. Non-personnel costs, such as
occupancy, office expenses, program consulting/professional fees, and software licensing and
support are also distributed based on personnel allocations.

Leases

The Foundation determines if an arrangement is a lease or contains a lease at inception of a
contract. A contract is determined to be or contain a lease if the contract conveys the right to
control the use of identified property, equipment, or software (an identified asset) in exchange
for consideration. The Foundation determines these assets are leased because the Foundation
has the right to obtain substantially all of the economic benefit from and the right to direct the
use of the identified asset. Management only reassesses its determination if the terms and
conditions of the contract are changed.

Leases result in the recognition of right-of-use (ROU) assets and lease liabilities on the
statements of financial position. ROU assets represent the right to use an underlying asset for
the lease term, and lease liabilities represent the obligation to make lease payments arising
from the lease, measured on a discounted basis. The Foundation determines lease classification
as operating or finance at the lease commencement date.

At lease inception, the lease liability is measured at the present value of the lease payments
over the lease term. The ROU asset equals the lease liability adjusted for any initial direct costs,
prepaid or deferred rent, and lease incentives. The Foundation uses the implicit rate when
readily determinable. As most of the leases do not provide an implicit rate, the Foundation uses
the risk-free discount rate for the term closest to the full term of the lease, based on the
information available at the commencement date to determine the present value of lease
payments.

The lease term may include options to extend or to terminate the lease that the Foundation is
reasonably certain to exercise. Lease expense is generally recognized on a straight-line basis
over the lease term.

The Foundation has elected not to record leases with an initial term of twelve months or less on
the statements of financial position. Lease expense on such leases is recognized on a straight-
line basis over the lease term. The Foundation has elected the practical expedient to not
separate lease and non-lease components and classifies the contract as a lease if consideration
in the contract allocated to the lease component is greater than the consideration allocated to
the non-lease component.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Loan Receivable and Allowance for Credit Losses

Loan receivable at December 31, 2024, consists of advances under the revolving credit and loan
agreement, as described in Note 11. The Foundation accounts for credit losses under ASC Topic
326, Measurement of Credit Losses on Financial Instruments using an expected credit loss
impairment model for financial instruments. The Foundation’s expected credit allowance
methodology for loans receivable is developed using historical experience, present economic
conditions, and other factors management considers relevant to estimate expected credit
losses. Management performs ongoing evaluations of the borrower’s creditworthiness.
Management believes that the loan receivable is fully collectible; therefore, no allowance for
credit losses has been recorded as of December 31, 2024.

3. INVESTMENTS

The following tables set forth, by level within the fair value hierarchy, the Foundation’s
investments at fair value as of December 31:

2024
Description Level 1 Level 2 Level 3 Total
Mutual funds:
Fixed income S 20,955,648 S - S - S 20,955,648
Domestic equities 66,512,246 - - 66,512,246
International equities 20,897,919 - - 20,897,919
Total mutual funds S 108,365,813 S - S - 108,365,813
Alternative investments:
Hedged equity* 53,069,136
Domestic equities* 43,064,117
International equities* 7,790,271
Real asset funds* 7,377,658
Total investments at fair value $ 219,666,995
2023
Description Level 1 Level 2 Level 3 Total
Mutual funds:
Fixed income S 20,867,364 S - S - S 20,867,364
Domestic equities 78,624,361 - - 78,624,361
Real asset funds 572,171 - - 572,171
Total mutual funds S 100,063,896 S - S - 100,063,896
Alternative investments:
Hedged equity* 37,724,018
Domestic equities* 44,946,013
International equities* 9,829,277
Real asset funds* 7,548,867
Total investments at fair value $ 200,112,071
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

3.

INVESTMENTS (Continued)

* In accordance with U.S. GAAP, certain investments that are measured at fair value using the
NAV per share (or its equivalent) practical expedient have not been classified 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 statements of
financial position.

Total investment return consists of the following for the years ended December 31:

2024 2023
Unrealized gains, net S 19,135,142 S 29,876,291
Realized gains, net 4,927,546 (301,231)
Interest and dividends 2,626,183 2,569,815
Investment fees (1,329,867) (1,322,295)

$ 25,359,004 S 30,822,580

The Foundation’s investment portfolio includes equity hedges and multiple strategy funds,
which take the legal form of limited partnerships and trusts. These investments are classified as
alternative investments. The fair values of the alternative investments have been estimated by
management based on the information provided by the fund managers or the general partners.
The information provided by the fund managers or general partners has been audited by other
independent auditing firms in accordance with U.S. GAAP.

Certain alternative investments have limited liquidity with lock-up periods allowing withdrawals
monthly, quarterly or annually, with some alternative investments requiring prior notice, as
defined in the agreements. Certain managers of the Foundation’s alternative investments
reserve rights to alter lock-up periods with notice to the Foundation.

The Foundation does not have any unfunded commitments to the alternative investments as of
December 31, 2024 and 2023.

NET ASSETS
Without Donor Restrictions

Net assets without donor restrictions are those net resources that bear no external restrictions
and are generally available for use by the Foundation.

With Donor Restrictions

Net assets with donor restrictions include resources accumulated through contributions and
other inflows of assets with donor-imposed restrictions that either expire with the passage of
time or can be fulfilled and removed by actions of the Foundation pursuant to those restrictions.
Such resources will be without donor restrictions when the requirements of the donor have
been satisfied through expenditure for the specific purpose or program or through the passage
of time. When donor restrictions have been met, net assets with donor restrictions are
reclassified to net assets without donor restrictions and are reported in the statements of
activities and changes in net assets as net assets released from restrictions.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

4, NET ASSETS (Continued)
With Donor Restrictions (Continued)

Net assets with donor restrictions also include assets which are intended to be held in
perpetuity, and the related accumulated unspent appreciation and earnings on such restricted
funds. Investment income earned on the restricted funds to be held in perpetuity may be
recorded as either without donor restrictions or with donor restrictions when earned,
determined according to the gift instruments.

Net assets with donor restrictions are comprised of the following as of December 31:

2024 2023
Subject to expenditure with donor advice S 20,666,090 S 20,002,488
Split-interest agreements 213,478 199,286
Subject to the Foundation’s endowment spending
policy and appropriation:
Investment in perpetuity 102,994,131 101,882,324
Accumulated unspent appreciation 37,139,781 29,009,607

140,133,912 130,891,931
$ 161,013,480 $ 151,093,705

During 2023, donors initiated the transfer of approximately $80,000 between net asset classes.

The Foundation follows the criteria of ASC Topics, Endowments of Not-for-Profit Organizations:
Net Asset Classification of Funds Subject to an Enacted Version of the Uniform Prudent
Management of Institutional Funds Act (UPMIFA), and Enhanced Disclosures for All Endowments
Funds. Only a portion of the Foundation’s investment portfolio is considered to be endowment
assets.

Changes in endowment net assets by class are as follows:

2024 2023
Endowment net assets, beginning of year S 130,891,931 S 110,700,409
Total investment return 16,616,625 20,144,120
Gifts and donations 1,111,807 5,632,767
Released from restriction for distributions and
administrative fees (8,486,451) (5,585,365)
Endowment net assets, end of year S 140,133,912 S 130,891,931
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

4, NET ASSETS (Continued)
With Donor Restrictions (Continued)
From time-to-time, the fair market value of assets associated with individual donor-restricted

endowment funds intended for perpetual duration may fall below the original gift value.
Deficiencies of this nature are comprised of the following as of December 31:

2024 2023
Original gift value S 7,958,193 S 10,396,974
Current fair value 7,442,537 9,489,510
Deficiency $ (515,656) S (907,464)

Deficiencies of this nature exist in forty five and one hundred thirty-nine donor-restricted
endowment funds for the years ended December 31, 2024 and 2023, respectively. The
deficiencies resulted from unfavorable market conditions and continued appropriation for grant
programs in accordance with donor intentions and the spending policies that were deemed
prudent by the Board of Directors. The Foundation is guided by Massachusetts UPMIFA in
establishing spending rates.

5. SPLIT-INTEREST AGREEMENTS
Pooled Income Fund

The Foundation established a pooled income fund to which, under a gift agreement and
beneficiary designation, each donor makes an irrevocable transfer of assets to State Street
Global Advisors (trustee of the pooled income fund) on behalf of the Foundation. Until a
donor’s death, the donor (or the donor’s designated beneficiary) receives the income earned on
the contributed assets. Upon death of the donor or revocation of the interest in the investment
income, all rights in the principal and income assets transfer to the Foundation.

The Foundation has recognized as net assets with donor restrictions gift revenue at the fair
value of the assets received, discounted for the estimated lifespan of each donor.

The Foundation has recorded an asset equal to the fair value of the contributed assets, less the
amount of the discount for future interest, which is included in split-interest agreements and
obligations in the accompanying statements of financial position. There were no gifts
contributed to the pooled income fund in 2024 or 2023. Fair value of split-interest agreement
assets and liabilities are measured using both Level 1 (assets) (market values of publicly traded
investments) and Level 3 (liabilities) (projected investment returns, donor life expectancy and
present value factors) inputs. There was one payout from the pooled income fund during 2024
for $52,697.

Charitable Gift Annuities

The Foundation established a charitable gift annuity fund to which, under a gift agreement and
beneficiary designation, each donor makes an irrevocable transfer of assets to State Street Bank
and Trust Company on behalf of the Foundation. Until a donor’s death, the donor (or the
donor’s designated beneficiary) receives a fixed annual payment in accordance with the gift
agreement. Upon the death of the donor, all rights in the principal and income assets transfer
to the Foundation.
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GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

5. SPLIT-INTEREST AGREEMENTS (Continued)
Charitable Gift Annuities (Continued)

The Foundation has recognized as net assets with donor restrictions gift revenue at the fair
value of the assets received, discounted for the estimated lifespan of each donor and the net
present value of the liability.

The Foundation has recorded assets equal to the fair value of the contributed assets, less the
amount of the discount for future fixed payments. The asset is valued using Level 1 inputs
(market values of publicly traded investments) and the corresponding obligations are valued
using Level 3 inputs (projected investment returns, donor life expectancy and present value
factors).

Split-interest agreements are comprised of the following as of December 31:

Charitable Pooled
Gift Income
2024 Annuities Fund Total
Asset $ 1,018,923 $ 11,330 $ 1,030,253
Obligations 813,692 3,083 816,775
Total S 205,231 S 8247 S 213,478
Charitable Pooled
Gift Income
2023 Annuities Fund Total
Asset S 905,899 S 89,065 S 994,964
Obligations 781,474 14,204 795,678
Total S 124,425 S 74,861 S 199,286

6. PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31:

2024 2023
Office equipment S 7,064 S 26,154
Furniture and fixtures 76,902 81,743
Leasehold improvements 10,844 10,844
Website - 33,893
94,810 152,634
Less - accumulated depreciation 69,474 113,500
Property and equipment, net $ 25336 S 39,134

Page 18



GREATER WORCESTER COMMUNITY FOUNDATION, INC.

Notes to Financial Statements
December 31, 2024 and 2023

7. EMPLOYEE BENEFIT PLANS

The Foundation contributes an agreed-upon percentage of employees’ compensation to a
defined contribution retirement fund for eligible participants. Contributions are fully vested
when contributed. Retirement plan expense was $102,397 and $52,937 in 2024 and 2023,
respectively, which is included in taxes and benefits in the accompanying statements of
functional expenses.

The Foundation maintains a deferred compensation plan for a member of its senior
management team, which began in August 2023. The Foundation makes monthly contributions
to the plan as determined by the Board of Directors. The total amount accrued for the plan as
of December 31, 2024 and 2023, is $35,907 and $8,567, respectively, which is included in
accounts payable and accrued expenses in the statements of financial position. The employee
will receive the payment from the plan upon retirement.

8. LEASE AGREEMENTS

The Foundation leased office space under a non-cancelable operating lease which expired on
June 30, 2023. The Foundation entered into a new lease for office space through January 2030
starting in September 2023. During 2023, the Foundation obtained lease assets of $488,048 in
exchange for lease obligations. Monthly rent payments escalate through the term of the new
lease in amounts ranging from $6,781 to $8,047. The lease requires the Foundation to maintain
certain insurance coverage and pay for its proportionate share of real estate taxes and operating
expenses, as defined in the agreement. As of December 31, 2024 and 2023, there were no
material leases that have been executed but not yet commenced.

As noted in Note 2, the Foundation accounts for leases in accordance with ASC Topic 842 and
records a ROU asset and lease liability upon the lease commencement date.

In evaluating its contracts, the Foundation separately identifies lease and non-lease
components, such as common area and other maintenance costs, in calculating the ROU assets
and lease liabilities for its office building. The Foundation has elected the practical expedient to
not separate lease and non-lease components and classifies the contract as a lease if
consideration in the contract allocated to the lease component is greater than the consideration
allocated to the non-lease component.

The scheduled minimum lease payments under the lease terms are as follows at December 31,

2024.
Year Ending
December 31
2025 S 85,714
2026 87,885
2027 90,055
2028 92,225
2029 94,395
Thereafter 8,047
Total future undiscounted lease payments 458,321
Less - discount to present value (47,814)
Operating lease liability $ 410,507
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Notes to Financial Statements
December 31, 2024 and 2023

10.

11.

LEASE AGREEMENTS (Continued)

Lease expense consists of the following during 2024 and 2023 and is included in occupancy in
the accompanying statements of functional expenses:

2024 2023
Short-term lease expense S - S 53,342
Operating lease expense 88,153 25,222
Variable lease costs - 1,738

S 88,153 $ 80,302

The weighted-average discount rate associated with operating leases was 4.41% as of December
31, 2024 and 2023. The weighted-average remaining lease term was 5.08 years and 6.01 years
as of December 31, 2024 and 2023, respectively.

CONCENTRATION OF CREDIT RISK

The Foundation maintains its operational cash balance in a Massachusetts bank. The Federal
Deposit Insurance Corporation insures balances at a bank up to certain amounts. At certain
times during the year, the cash balance exceeded the insured amount. The Foundation has not
experienced any losses in such accounts. The Foundation believes it is not exposed to any
significant credit risk on its cash. During 2023, the Foundation entered into an overnight sweep
arrangement to mitigate the concentration of credit risk.

Investments are not insured and are subject to on-going market fluctuations.
OPERATING LIQUIDITY

Financial assets available for use by the Foundation within one year from the statements of
financial position date are as follows as of December 31:

2024 2023
Liquid capital:
Cash - operations S 2,859,830 $ 1,574,015
Funds without donor restrictions, invested 5,233,209 7,080,481
Total $ 8,093,039 S 8,654,496

The Foundation reviews its cash position on a regular basis to ensure that adequate funds are on
hand to meet expenses. In addition, the investment portfolio is comprised of funds with a
variety of redemption terms (daily, monthly, or longer); approximately $5 and $7 million were
available for immediate redemption if needed at December 31, 2024 and 2023, respectively.

LOAN RECEIVABLE

In December 2023, the Foundation entered into a revolving credit and loan agreement with
another nonprofit organization (the borrower), to lend the borrower up to $1 million to fund
various affordable housing projects. Outstanding balances under this agreement bear interest
at an annual rate of 1%. The agreement terminates on December 31, 2026, at which time all
principal and accrued interest is due, unless extended by both parties in accordance with the
terms of the agreement. As of December 31, 2024, there was a balance of $400,997 on the
loan.
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Notes to Financial Statements
December 31, 2024 and 2023

12. COMMITMENTS AND CONTINGENCIES

In the ordinary course of its business, the Foundation is, from time-to-time, involved in legal
disputes. The Foundation denies any wrongdoing in these cases and is taking the appropriate
legal steps in defense of these disputes.

13. CHANGE IN ACCOUNTING PRINCIPLE
During 2024, the Foundation enacted a change in accounting principle, whereby scholarships
are recorded as an expense in the year awarded. Previously, future scholarship payments were
deemed conditional, and not recorded until conditions were deemed as being met and payment
was imminent. As a result of this change, the accompanying 2023 financial statements have
been restated as follows:
Net Assets Without Donor Restrictions

Net assets without donor restrictions as of

December 31, 2022, as previously stated S 6,684,901

To record distributions payable for scholarships (709,200)
Net assets without donor restrictions as of

December 31, 2022, as restated $§ 5,975,701
Net assets without donor restrictions as of

December 31, 2023, as previously stated S 7,851,932

To record distributions payable for scholarships (811,750)

Net assets without donor restrictions as of
December 31, 2023, as restated S 7,040,182

Changes in Net Assets

Changes in net assets for the year ended

December 31, 2023, as previously stated S 23,082,475
Effect of change in accounting principle (102,550)

Changes in net assets for the year ended
December 31, 2023, as restated S 22,979,925

Total Liabilities

Total liabilities as of December 31, 2023,

as previously stated S 47,251,012
To record distributions payable for scholarships 811,750

Total liabilities as of December 31, 2023,
as restated S 48,062,762

14. RECLASSIFICATION

Certain amounts in the 2023 financial statements have been reclassified to conform with the
2024 presentation.
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