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Arctic Slope Community Foundation

We have audited the accompanying financial statements of the Arctic Slope Community
Foundation (the “Foundation”), which comprise the statements of net assets (prepared on a
modified cash basis) as of December 31, 2014 and 2013, and the related statements of activities
(prepared on a modified cash basis) 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 the modified cash basis of accounting described in Note 1; this includes
determining that the modified cash basis of accounting is an acceptable basis for the preparation
of the financial statements in the circumstances. Management is also responsible 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.

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 audit to obtain

reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Foundation’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 Foundation’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.

Grant Thornton LLP
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net assets of the Arctic Slope Community Foundation as of December 31, 2014 and 2013,
and its change in net assets during the years then ended in accordance with the modified cash
basis of accounting described in Note 1.

Basis of accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting.
The financial statements are prepared on the modified cash basis of accounting, which is a basis
of accounting other than accounting principles generally accepted in the United States of
America. Our opinion is not modified with respect to this matter.
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Anchorage, Alaska
January 18, 2016
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ARCTIC SLOPE COMMUNITY FOUNDATION
Statements of Net Assets
(prepared on a modified cash basis)

December 31,

2014 2013

Assets:

Cash and cash equivalents $ 603,682 436,210

Investments in marketable securities 5,485,492 5,513,539

Total assets $ 6,089,174 5,949,749

Liabilities:

Grant payable $ 106,000 -
Net assets:

Unrestricted net assets 5,983,174 5,949,749

Total liabilities and net assets $ 6,089,174 5,949,749

The accompanying notes are an integral part of these financial statements.
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ARCTIC SLOPE COMMUNITY FOUNDATION
Statements of Activities
(prepared on a modified cash basis)

For the years ended December 31,

2014 2013
Revenues and other support:
Contributions $ 215,073 178,907
Grant revenue 195,108 -
Interest and dividends 132,621 109,260
Realized gains, net 79,060 116,690
Unrealized gains, net 126,900 368,372
Total revenues and other support 748,762 773,229
Program expenses:
Grant awarded 307,847 175,134
Supporting services:
Management and general 389,133 245,498
Fundraising activities 18,357 9,484
Total supporting services 407,490 254982
Total expenses 715,337 430,116
Change in unrestricted net assets 33,425 343,113
Unrestricted net assets, beginning of year 5,949,749 5,606,636
Unrestricted net assets, end of year $ 5,983,174 5,949,749

The accompanying notes are an integral part of these financial statements.
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ARCTIC SLOPE COMMUNITY FOUNDATION
Notes to Financial Statements

December 31, 2014 and 2013

(1) Operations and Summary of Accounting Policies

(2)

Operations

The Arctic Slope Community Foundation (the “Foundation”) is an Alaska nonprofit corporation exempt
from income taxes under Section 501(c)(3) of the Internal Revenue Code. The Foundation was
established on June 15, 2009 and was organized as a public foundation. The mission; to strengthen the
culture of giving and improve the quality of life among the people of the Arctic Slope region of Alaska
by providing and administering grants to support the community health and economic stability of the
villages of Point Hope, Point Lay, Wainwright, Atqasuk, Barrow, Nuigsut, Anaktuvuk Pass, and
Kaktovik. The Foundation will leverage the charitable resources of individuals, businesses, public and
private foundations and other charities to make grants to support community-based solutions and serve
the people of the Arctic Slope.

(b) Basis of Accounting

(©)

The Foundation maintains its accounting records and has prepared its financial statements on the
modified cash basis of accounting. Contribution revenues and other support are recognized when
received rather than when earned, and operating expenses are recognized when paid rather than when
the related obligation is incurred. Grant revenues and expenses represent a pass-through arrangement
and are recognized when earned by the recipient. Investments are recorded at fair value, with the
associated untealized gain/loss included in the statement of activities. This method of accounting is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America.

Cash and Cash Equivalents

Cash and cash equivalents consist of highly liquid investments, maintained as part of the Foundation’s
cash management activities, which are readily convertible into cash and have maturities of less than
three months from their date of purchase. The Foundation maintains two cash accounts with a third
party financial institution. The bank and book balances for each account are presented below:

As of December 31, 2014:

Bank balance Book balance
Money market account $ 345,668 345,668
Trust account 266,917 258,014
$ 612,585 603,682
As of December 31, 2013:
Bank balance Book balance
Money market account  § 241,138 241,138
Trust account 191,147 195,072
$ 432285 436,210

At times the Foundation’s cash account balances may exceed Federal Deposit Insurance Cotrporation
insured limits. The Foundation believes the risk from this concentration is not significant.



ARCTIC SLOPE COMMUNITY FOUNDATION
Notes to Financial Statements

December 31, 2014 and 2013

(d) Investments in Marketable Securities

Investments in marketable securities include both debt and equity securities that have maturities greater
than three months from the date of purchase. Marketable securities are accounted for in accordance
with ASC Topic 320- Investments — Debt and Equity Securities and are classified as available-for-sale.
Available-for-sale securities are reported at fair value, with any unrealized holding gains and losses
included in unrealized gains (losses) included in the statement of activities. The fair value is the amount
at which a financial instrument could be exchanged in a current transaction between willing parties. Fair
value for the Foundation’s marketable securities is determined using quoted market prices. Purchases
and sales are accounted for on the trade date, when the order to buy or sell is executed. The specific
identification method is used to compute the realized gains and losses on securities.

(e) Donor Restricted Contributions

The Foundation records contributions as temporarily or permanently restricted if they are received with
donor stipulations that limit their use either through purpose or time restrictions. When donor
restrictions expire, that is, when a time restriction ends or a purpose restriction is fulfilled, temporarily
restricted net assets are released from restrictions. It is the Foundation’s policy to record temporarily
restricted contributions received for which the related restrictions are met in the same fiscal year as
unrestricted contributions.

(f) Income Taxes

The Foundation is an organization exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code and is generally not subject to federal income taxes. Contributions to the Foundation are
deductible for tax purposes by the donor, subject to the normal limitations imposed by the taxing
authorities. However, the Foundation is subject to income taxes on any net income that is derived from
a trade or business, regularly carried on, and not in furtherance of the purposes for which it was granted
exemption. For the years ended December 31, 2014 and 2013 the Foundation had no unrelated business
income tax.

The Foundation recognizes the effect of a tax position only if the position is “more likely than not” to
be sustained if the position were to be challenged by a taxing authority. The assessment of the tax position
is based solely on the technical merits of the position, without regard to the likelihood that the tax
position may be challenged. The Foundation has not identified any unrecognized tax benefits or liabilities
during the years ended December 31, 2014 or 2013, nor does it expect there will be a material change in
the 12 months following the year ended December 31, 2014. The Foundation is subject to examinations
by income tax authorities for the tax years of December 31, 2012 through December 31, 2014.

(2) Investment in Marketable Securities

The Foundation invests in various marketable securities. Marketable securities are exposed to various
risks such as interest rate, market and credit risks. Due to the level of risk associated with certain
marketable securities, it is at least reasonably possible that changes in the values of marketable securities
will occur in the near term and that such change could materially affect the amounts reported in the
Foundation Financial Statements. The value, liquidity, and related income of those securities are sensitive
to changes in economic conditions, including real estate value, delinquencies or defaults, or both, and
may be adversely affected by shifts in the market’s perception of the issuers and changes in interest rates.

The carrying amount, net unrealized holding gains (losses), and fair value of the Foundation’s marketable
securities are presented below:



ARCTIC SLOPE COMMUNITY FOUNDATION
Notes to Financial Statements

December 31, 2014 and 2013

As of December 31, 2014:

Unrealized
holding
gains
Cost (losses), net Fair value
Exchange traded funds:
Common equities $ 2,615,693 671,517 3,287,210
Fixed income securities 2,202,842 (4,560) 2,198,282
$ 4,818,535 666,957 5,485,492
As of December 31, 2013:
Unrealized
holding
gains
Cost (losses), net Fair value
Exchange traded funds:
Common equities $ 2,867,608 574,821 3,442,429
Fixed income securities 2,105,874 (34,764) 2,071,110
$ 4,973,482 540,057 5,513,539

Gross purchases and sales of marketable securities for the year ended December 31, 2014 were
$1,452,055 and $1,5806,3306, respectively, resulting in net realized gains of $79,060. Gross purchases and
sales of marketable securities for the year ended December 31, 2013 were $1,610,691 and $1,524,152,
respectively, resulting in net realized gains of $116,690.

Dividend earnings for the years ended December 31, 2014 and 2013 were $132,586 and $109,052,
respectively.

The Foundation paid investment management and administrative fees for the years ended December 31,
2014 and 2013 of $21,392 and $20,053 respectively. These fees are included in management and general
expenses in the statement of activities.

(3) Fair Value Measurement

Accounting Standards Codification (“ASC”) Topic 820- Fair VValue Measurements and Disclosures defines
fair value as the price that would be received to sell an asset or the amount paid to transfer a liability in
an orderly transaction between market participants (an exit price) at the measurement date. Fair value is
a market-based measurement considered from the perspective of a market participant. The Foundation
uses market data or assumptions that market participants would use in pricing the asset or liability,
including assumptions about risk and the risks inherent in the inputs to the valuation. These inputs can
be readily observable, market corroborated or unobservable. The Foundation applies a market approach
for recurring fair value measurements using the best available information while utilizing valuation
techniques that maximize the use of observable inputs and minimize the use of unobservable inputs.



ARCTIC SLOPE COMMUNITY FOUNDATION
Notes to Financial Statements

December 31, 2014 and 2013

Fair Value Hierarchy

ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used
to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets or liabilities (.evel 1 measurements) and the lowest priority to measurements
involving significant unobservable inputs (Level 3 measurements). The three levels of the fair value
hierarchy are as follows:

e Level 1 Inputs: Unadjusted quoted prices in active markets for identical assets or liabilities accessible
to the reporting entity at the measurement date.

e Level 2 Inputs: Other than quoted prices included in Level 1 inputs that are observable for the asset
or liability, either directly or indirectly, for substantially the full term of the asset or liability.

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

The level in the fair value hierarchy within which a fair measurement in its entirety falls is based on the
lowest level input that is significant to the fair value measurement in its entirety.

Following is a description of the valuation methodologies used for the Foundation’s investments
measured at fair value:

Commuon equities funds: Valued at the closing price obtained from active exchanges for
identical securities held by the Foundation at year end; accordingly these securities are
classified as Level 1.

Fixed income securities funds: Valued at the closing price obtained from active exchanges
for identical securities held by the Foundation at year end; accordingly these securities
are classified as Level 1.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Foundation believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in
a different fair value measurement at the reporting date.



ARCTIC SLOPE COMMUNITY FOUNDATION
Notes to Financial Statements

December 31, 2014 and 2013

The following tables sets forth by level, within the fair value hierarchy, the Foundation’s assets measured
at fair value on a recurring basis:

December 31, 2014:
Asset Level 1 Level 2 Level 3 Total
Common equities $ 3,287,210 $ - $ - $ 3,287,210
Fixed income securities 2,198,282 - - 2,198,282
Total $ 5,485,492 $ - $ - $ 5,485492
December 31, 2013:
Asset Level 1 Level 2 Level 3 Total
Common equities $ 3,442,429 $ - $ - $ 3,442,429
Fixed income securities 2,071,110 - - 2,071,110
Total $ 5,513,539 $ - $ - $ 5,513,539

The Foundation has no assets measured at fair value on a nonrecurring basis.
The Foundation made no transfers of assets between levels of the fair value hierarchy during the years
ended December 31, 2014 and December 31, 2013.
(4) Subsequent Events
The Foundation has evaluated subsequent events from the balance sheet date through January 18, 2016

the date at which the financial statements were available to be issued. There were no matters noted that
require recognition or disclosure in these financial statements.



